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ABSTRACT

In 2009, the Capital Markets Development Authority (CMDA) - Fiji’s capital market regulator - 
introduced the Code of Corporate Governance (the Code). The Code is ‘principle-based’ and requires 
companies listed on the South Pacific Stock Exchange (SPSE) and the financial intermediaries to 
disclose their compliance with the Code’s principles. While compliance with the Code is mandatory, 
the nature and extent of disclosure is at the discretion of the complying entities. Agency theory and 
signalling theory suggest that firms with higher expected levels of agency costs will provide greater 
levels of voluntary disclosures as signals of strong corporate governance. Thus, the study seeks to 
test these theories by examining the heterogeneity of corporate governance disclosures by firms listed 
on SPSE, and determining the characteristics of firms that provide similar levels of disclosures. We 
conducted a content analysis of corporate governance disclosures on the annual reports of firms 
from 2008-2012. The study finds that large, non-family owned firms with high levels of shareholder 
dispersion provide greater quantity and higher quality corporate governance disclosures. For 
firms that are relatively smaller, family owned and have low levels of shareholder dispersion, the 
quantity and quality of corporate governance disclosures are much lower. Some of these firms 
provide boilerplate disclosures with minimal changes in the following years. These findings support 
the propositions of agency and signalling theory, which suggest that firms with higher separation 
between agents and principals will provide more voluntary disclosures to reduce expected agency 
costs transfers. Semi-structured interviews conducted with key stakeholders further reinforce the 
findings. The interviews also reveal that complying entities positively perceive the introduction of 
the Code. Furthermore, while compliance with Code brought about additional costs, they believed 
that most of these costs were minimal and one-off, and the benefits of greater corporate disclosure 
to improve user decision making outweighed the costs. The study contributes to the literature as it 
provides insight into the experience of a small capital market with introducing a ‘principle-based’ 
Code that attempts to encourage corporate governance practices through enhanced disclosure. The 
study also assists policy makers better understand complying entities’ motivations for compliance 
and the extent of compliance. 
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INTRODUCTION

The global resurgence in corporate governance has been well documented in accounting literature 
(See for example Faber 2005; Laksmana 2008). The spate of corporate collapses at the dawn 
of the 21st century sparked a wave of global governance reforms. These reforms in corporate 
governance came in the form of regulations that were designed to rekindle investor confidence 
in corporations by increasing the operational transparency and accountability of those charged 
with governance (Collett and Hrasky 2005). These regulations attempt to increase corporations’ 
transparency and accountability by encouraging more corporate disclosures. With the exception 
of the Sarbanes Oxley Act (SOX) in the United States, which requires mandatory reporting, most 
of the corporate governance regulations around the globe are principle-based in nature. This 
situation means that corporations decide what details of their corporate governance practices they 
should publicly disclose (Collett and Hrasky 2005). Principle-based regulations are considered 
to be more flexible as it recognises the differences in the nature of corporations and that a ‘one 
standard fit all’ requirement is impractical (CMDA 2008).

Fiji has implemented its own corporate governance regulation. In 2008 the Capital Market 
Development Authority (CMDA), which was the regulator of the capital markets at that time, 
developed the Corporate Governance Code (from here on will be referred to as ‘the Code’). The 
Reserve Bank of Fiji (RBF) has subsumed this authority and implemented the Code effective 
from 2009. All listed Companies and licensed intermediaries in Fiji are required to comply with 
the Code. There are currently 17 listed companies and 4 licensed intermediaries in Fiji. From the 
RBF’s perspective, the purpose of the Code is to facilitate a vibrant capital market by reducing 
the cost of capital and enhancing the confidence of both local and international investors in Fiji’s 
capital market (CMDA 2008). A vibrant capital market is considered to be an important driver 
for economic development and growth. The implementation of the Code is expected not only 
to bring about significant improvements to Fiji’s capital market environment, but also to the 
reporting environment in Fiji. However, given the principle-based nature of the Code, the nature 
and extent of corporate governance disclosures is expected to vary between firms. Using the 
agency theory and signalling theory as the study’s theoretical lenses, the study seeks to examine 
the heterogeneity of corporate governance disclosures of complying entities. The study also 
seeks to explore perceptions of the complying entities with the Code and any possible impact to 
their operations. 

A content analysis of complying entities’ annual reports was conducted from 2008-2012. The 
2008 annual report were also analysed as some companies were disclosing some corporate 
governance information before the implementation of the Code. Semi-structured interviews 
were also conducted to obtain further insights into the experiences of complying entities and 
perceived benefits and costs of the compliance. The regulator was also interviewed to obtain 
their perceptions on the level of compliance.

The study finds differences of corporate governance disclosures amongst firms in Fiji. Companies 
that are family-owned businesses with low levels of shareholder dispersion provide limited and 
minimal corporate governance disclosures. This is because there is a lower level of separation 
of ownership and control as the major shareholders are also part of the management team that 
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is in charge of the organisation’s operations. However, for firms with relatively higher levels of 
shareholder dispersion, there is significantly more substantive corporate governance information 
disclosed. The findings of the study suggest that the principle-based nature of the Code is suitable 
for dealing with the diversity of companies in Fiji with different ownership structures.  

The study contributes to literature in the following ways: First, while a number of studies have 
examined ‘principle-based’ corporate governance disclosures (See for example, Conway 2012; 
Ho et al. 2013; Reddy et al. 2010); few studies have examined corporate governance disclosures 
in Pacific Island Countries or jurisdictions similar to Fiji (for example, Reddy and Sharma 2011; 
Khan et al 2013) . Second, the study assists regulators and policy makers better understand 
the nature and extent of entities’ compliance. Third, the study proves the applicability of the 
agency and signalling theories for explaining corporate governance disclosures in a developing 
economy such as Fiji. Fourth, policy makers will also be able to better understand the perceived 
benefits and associated challenges faced by complying entities. Finally, the study also offers 
insights to other small island developing states in the process of developing their own capital 
markets or Code of Corporate Governance. The rest of the paper is structured as follows: the next 
section reviews the literature; following this the theoretical framework is discussed which is then 
followed by the research methodology section. Thereafter, the analysis of data and discussion of 
the results are presented, and lastly the conclusion, limitations and avenues for future research 
are then elaborated.

LITERATURE REVIEW

The Cadbury Committee Report defines corporate governance as the “the systems by which 
companies are directed and controlled” (Cadbury 1992). The resurgence of corporate governance 
as an important organisational aspect is largely attributed to the wave of corporate collapses and 
scandals that occurred at the dawn of the 21st century, which included Enron and the WorldCom 
debacles in the United States of America (USA), Parmalat in Italy, OneTel and HIH in Australia. 
Even Fiji was not immune to corporate governance scandals with the collapse of the National 
Bank of Fiji (NBF) a case in point (Grynberg et al. 2002). These events pointed to the need 
for mechanisms to be embedded in organisations’ structures to ensure transparency and ethical 
leadership. In response to this pressing need, numerous countries underwent major corporate 
governance reforms. Various governance regimes were promulgated in an effort to rekindle 
diminishing global investors’ confidence in the integrity of the capital markets. 

With the exception of the Sarbanes Oxley Act (SOX) in the USA, most of the corporate 
governance regimes tended to be principle-based in nature varying the incentives or requirements 
for organisations to publicly disclose details of their governance practices (Collett and Hrasky 
2005). Corporate governance regulations are jurisdiction specific (Shleifer and Vishny 1997). A 
one size fit all model of corporate governance therefore does not exist. Factors that determine 
the model of the corporate governance depend on the political, legal, economic and the social 
environment of the jurisdiction (Shleifer and Vishny 1997). Regulators are therefore cautioned 
to take all these dynamics into considerations before implementing a corporate governance 
regulation in its jurisdictions (Shleifer and Vishny 1997).
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The debate about the merits of rule-based (mandatory) versus principle-based regulatory systems 
is ongoing (Burgemeestre et al. 2004). Rule-based regulations prescribe in detail expected 
behavior giving rise to a minimally acceptable standard. Rule-based regulations, if not clearly 
thought out, can be burdensome and demand unrealistic expectations from those being regulated 
(Wade 2008). Furthermore, rule-based regulations can be easily exploited by opportunistic 
individuals in justifying non-compliance (Rika 2009). Principle-based regulations on the other 
hand only prescribe broad guidelines for compliance while the actual implementation of these 
guidelines is at the regulatees’ discretions. Principle-based regulations are considered to be more 
flexible and, most importantly, they promote continuous improvements in firms’ behavior in 
terms of complying with the regulation (Alexander and Jermakowicz 2006). While there are 
reservations regarding the consistency of the interpretation and the application of principle-based 
regulation amongst the regulatees, Jamal et al. (2010) argued that principle-based regulations 
facilitate quality disclosures as compared to rule-based regulations. These findings suggest 
the value of principle-based standards depends on certain conditions and may vary based on 
institutional factors within different contexts.

Most studies have focused on principles-based regulations in developed economies (Deegan 
2006). Few studies have examined the appropriateness and implications of principle-based 
regulations in developed economies. Given the flexibility provided by principle-based regulations 
it is important to understand the impact of such regulations in developing economy contexts. 
Agency theory and the signalling theory are the two theories that the study has adopted in 
explaining the motivations and the behavior of corporate governance disclosures by companies 
in Fiji. These two theories are further elaborated in the next section.

THEORETICAL FRAMEWORK

The study uses signalling theory and agency theory as the conceptual frame to examine corporate 
governance disclosures by complying entities in Fiji. Signalling theory and agency theory are 
complementary theories and are popular in the accounting literature for examining accounting 
policy choices (Morris 1987). These theories will be used to explain the heterogeneity of 
company corporate governance disclosures. Although the Code is mandatory and thus adoption 
would seem apparent, different firms would disclose information in different ways. 

Agency theory is central to understanding the relationship between managers (agents) and 
shareholders (principals) (Eisenhardt 1989; Jensen et al. 1976). For firms that adopt the concept 
of ownership and control separation, shareholders have delegated the responsibility of managing 
the firm to the managers (Donaldson et al. 1991). Agency theory assumes that all actors are 
economically rational and will engage in activities that serve their interest (Eisenhardt 1988; 
Jensen 1986). Agency theory also assumes that information asymmetries exist in this relationship. 
Information asymmetries occur when one party has access to different levels of information than 
another party (Hill et al. 1992). As managers are running the day to day operations of the business, 
they will have more access to information than the shareholders (Marten 1994). Because the 
managers have access to more information and because they are self-interested individuals they 
are more likely to act in a dysfunctional manner that is contradictory to shareholders’ interests 
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(Glaum et al. 1997). The loss in shareholders’ wealth as a result of management’s opportunistic 
behavior gives rise to agency costs. To minimise agency costs, shareholders are willing to incur 
costs associated with monitoring the behavior of management (O’Connell 2007). Shareholders 
can then transfer these monitoring costs to managers by price protecting their investment. 
Shareholders will price protect by discounting managers’ remuneration based on the level of 
monitoring costs required (Jensen 2004). Thus, while agency costs are initially borne by the 
shareholders, these costs will ultimately be passed on to the managers.

To reduce the expected level of monitoring costs, managers will attempt to be proactive in 
their communication with shareholders (Alford et al. 1993). Managers will attempt to provide 
signals to shareholders that they are acting in the bests interests of the shareholders. Corporate 
governance is the system by which managers are monitored and controlled by the board of 
directors (Conway 2012). Thus, managers will attempt to provide signals to shareholders that 
the firm is being managed in accordance with shareholders’ interests. Thus, firms with higher 
expected levels of agency costs would disclose greater quantity and more substantive corporate 
governance disclosures than firms with lower levels of agency costs. Firms with high levels 
of shareholder dispersion have a greater degree of separation between agents and principals 
and thus higher expected levels of agency costs. Producing more disclosures is more costly to 
firms in terms of establishing a system for collecting information, compiling the information 
and disclosing the information. However, the benefits of increased remuneration are expected to 
outweigh the higher reporting costs. The next section will discuss the study’s research methods.

RESEARCH METHODS

This study adopts a case study approach. Case studies are useful when investigating phenomenon 
where the researcher has little or no control over in a real world setting (Yin 2003). The 
phenomenon under investigation in the study is the compliance of entities with the Code as 
reflected by their corporate governance disclosures in the annual reports. The reasons and 
motivations for compliance with the Code would be diverse for most entities and would depend 
upon factors such as incentives to comply and the level of accountability to shareholders and 
other users of financial reports. These factors are beyond the control of the researcher and 
therefore a case study based approach is justified. Case studies are not necessarily exclusively 
qualitative or quantitative but rather most case studies adopt a mixed methods approach where 
quantitative data and qualitative data are collected as part of the case study strategy (Stake 1978). 
The collection and analysis of quantitative and qualitative data allow a richer analysis of the 
phenomenon under investigation as the data from the different sources are used to confirm each 
other. This process is known as triangulation and provides greater validity to the constructs being 
studied (Bassey 2000)

The timeline of the study is from 2008 to 2012. A multiple case study approach was used to 
capture the level of compliance with the Code by the 17 listed Companies on the stock exchange. 
Data was collected from multiple sources such as semi-structured interviews, content analysis 
of annual reports, and review of the Code. The use of multiple sources for data collection is a 
strength of the case study approach. The use of multiple data sources is a strategy that enhances 
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the credibility of data collected through the triangulation of these sources (Yin 2003).

CONTENT ANALYSIS

The content analysis involved reading the annual reports of the listed companies and searching for 
disclosures related to the Code’s principles. Most companies have dedicated a specific section of 
their annual report to corporate governance disclosures. Furthermore, this information was disclosed 
according to the Code’s principles. Some of the firms even provided a table consistent with the 
Code’s principles. The content analysis involved checking to see if the firm provided any form of 
disclosure related to the Code’s principles. If disclosures related to a principle were made then this 
was indicated with a (Y) and if there were no disclosures then this was represented by an (N). Two 
of the authors independently performed the content analysis. Both the authors matched the wordings 
of the corporate disclosures to the relevant principle of the Code and determined if the firm was 
complying with the Code or not. This analysis was carried out on Excel sheets1. The results of these 
independent content analyses were then compared. There were no significant differences between the 
two authors’ analyses. 

SEMI-STRUCTURED INTERVIEWS

Selection of interviewee groups

Board of Directors, senior finance personnel and companies’ board secretaries were identified as 
suitable participants for the interviews. These participants were selected as they play a central role in 
ensuring a company’s compliance with the Code. The Directors were selected as they are appointed 
by shareholders to oversee management and make strategic decisions, and play and integral role in the 
corporate governance process. The Board secretaries play a crucial role in facilitating compliance with 
the Code as they are tasked with monitoring the compliance of the board with statutory requirements, 
company policies and procedures. Moreover, the Board secretaries are the administrative link between 
the Board and management, and are responsible for ensuring the compliance of the company activities 
to the Code. Finance personnel are responsible for the preparation and compilation of the annual 
financial reports of a company. The role of finance personnel primarily focuses on the preparation of 
financial reports that are in accordance with the accounting standards. However, in today’s dynamic 
business environment accountants are also playing a greater role preparing non-financial disclosures 
or reports that are beyond the scope of the accounting standards (Core 2001).

We also interviewed the RBF, the regulator of the Code. The views of the RBF would provide valuable 
insights on the overall compliance of the Code by listed companies in Fiji. Despite numerous requests 
being sent to listed companies in Fiji, only 2 listed companies and 1 financial intermediary responded 
favorably to our request. From these 3 entities, 2 board members and 2 accountants were interviewed. 
The manager of the department of the RBF that is responsible for the Code was also interviewed. As 
per the company’s request, the identity of the companies and the interviews were kept anonymous. 
The interview schedules were tailored to the nature of each group’s responsibilities. Semi-structured 
interviews lasted approximately 35 - 40 minutes. The demographics of the participants are shown in 
Table 1.
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ANALYSIS AND DISCUSSIONS OF RESULTS

THE CORPORATE GOVERNANCE CODE - OVERVIEW

The CMDA pioneered this corporate governance project in 2006 with the help of the Australian 
government who contributed $100,000 through its AusAid program. Compliance with the 
Code is on a ‘if not why not’ basis. This means that even though compliance with the Code is 
mandatory, companies can choose not to comply with certain aspects of the Code. Organisations 
will then need to provide reasons for non-compliance. Compliance with the Code is mandatory 
for companies that are listed on the South Pacific Stock Exchange and licensed intermediaries 
operating in Fiji. The Code exerts mandatory compliance on these entities as they engage 
in public offerings to raise capital. The Code was completed and implemented in 2008 and 
Companies began complying in 2009. The Code articulates and promotes 10 core corporate 
governance principles that complying entities should incorporate in their operational structure. 
Table 2 presents the Code’s 10 principles and examples of possible disclosures for each principle:

TABLE 1: Demographics of Interview Participants

TABLE 2: The 10 Principles of the Code (Adopted from CMDA 2008)
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RESULTS AND DISCUSSION OF THE CONTENT ANALYSIS OF ANNUAL REPORTS

A content analysis of the annual reports of publicly listed companies was undertaken to assess 
the level of compliance with the Code. These annual reports were from the period 2008 – 2012 
and are available from the SPSE website. Compliance was analysed by matching the corporate 
disclosures provided with the annual report to the 10 principles suggested by the Code. The Code 
does not specifically state what is meant by full compliance but rather provides guidance as to 
what disclosures would be in line with the principles. Furthermore, the Code states that some 
principles may not be applicable to all entities and in such cases entities need to explain why 
the particular principle is not applicable to the entity. Disclosures that explained the principles 
lack of applicability in a certain company were also considered. An illustration on the level of 
compliance from 2008 to 2012 is as shown in Figure 1 and the data for this graph is shown on 
Table 3 below:

TABLE 3: Compliance percentage rate from 2008-2012.

FIGURE 1: Graphical Illustration on the level of Compliance with the Code from 2008-2012.
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SUMMARY

Figure 1 depicts the level of compliance of the listed companies in Fiji with the Code from 
2008-2012. It is interesting to note that a few companies were disclosing corporate governance 
information even before the implementation of the Code. In 2009, when the Code was introduced 
most companies began complying with principles of the Code. This also improved in 2010 and 
by 2011 all listed entities were providing disclosures related to the Code’s principles. Table 7 in 
the appendix provides a detailed analysis of compliance with the Code by firms for the periods 
2009-2012. For the period 2008, Table 4 in the following discussion presents the companies that 
provided corporate governance disclosures even before the Code’s introduction. These disclosures 
have also been classified according to which of the Code’s principles these disclosures relate to.

EARLY COMPLIANCE

Prior to the implementation of the Code, only five companies were disclosing some form of 
corporate governance disclosures in their annual report. These companies included FSC, FTV, 
FHL, VBL, ATH. Table 4 below shows the nature of the corporate governance disclosures in 
relation to the principles of the Code.

TABLE 4: Companies that disclosed corporate governance information in 2008.
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Similarities in the nature of the disclosures were also noted amongst these five companies. 
Common disclosures included the profiles of the Board of Directors, information about the 
Board meeting register and the establishment of Board subcommittees. Moreover, these five 
companies were also disclosing the aggregate remuneration paid to the Board of Directors. 
Compliance with the International Financial Reporting Standards (IFRSs) can be directly related 
to the nature of some corporate governance disclosures prior to the Code. For example IFRS 7 
and 9 required companies to disclose risk management policies such as the formation of risk 
management committees which is in line with Principle 10 of the Code. Moreover the disclosure 
of Director’s remunerations is in line with the IAS 24 — the accounting standard for Related 
Party Disclosures. Fiji adopted the IFRSs in 2007 and all listed companies are mandated to apply 
the IFRSs as the basis for preparing their financial reports.

However, From Table 4, the three companies that disclosed the most corporate governance 
disclosures were ATH, FSC and FTV. The motivations as to why the three aforementioned 
companies disclosed more information as required by the IFRSs can be better understood 
through the political cost theory. The political cost theory is a sub-component of the agency 
theory as it tries to explain incentives undertaken by the management to reduce agency costs. 
This hypothesis argues that companies who are highly visible in the market are vulnerable to 
political costs. Regulation is an example of political costs. Size is a proxy variable for political 
attention (Deegan 2006). The political cost hypothesis also argues that big companies and those 
companies that earn monopoly profits will disclose more favorable disclosures voluntarily to 
minimise political costs. As per 2008, ATH, FSC and FTV enjoyed monopoly status in their 
respective industries. In line with the political cost hypothesis and the signalling theory, corporate 
governance disclosures of these three companies prior to the Code was an attempt to justify their 
market status through disclosing favorable disclosures that portrays the image of the companies’ 
management in a positive light. 

LACK OF COMPLIANCE IN 2009

Most of the companies in 2009 did not comply with Principle 6. The only companies that did 
comply with this principle were ATH, FHL, FSC, FTV, VBL and BSB. Principle 6 relates to the 
need for companies to establish a proper Code of Conduct. This low rate of compliance however 
does not necessarily mean that a Code of Conduct does not exist in these companies. The Code 
of Conduct is an integral operational mechanism of an organisation as it is the mechanism that 
determines and governs the behavior of the organisation as whole. Moreover, most of the principles 
in a Code of Conduct are driven to a large extent by the legal requirements in Fiji. These legal 
requirements include, the Customer Protection Act, the Fair Trading Decree, the Commerce Act, 
the Employment Relation Bill, the CMDA Act and so on. Thus it can be reasonably assumed 
that this low rate of compliance is mostly related to the failure of most companies to disclose 
that they have a Code of Conduct and not necessarily the failure of implementing one. The 
low compliance rate in Principle 1, 2, 3, 4 can also be attributed to the failure of companies to 
publicly disclose these information as it is expected that such principles would already be part 
of their existing institutional practices because they are the norms of any public listed company. 
The Code to some extent only formalised what has already been practiced by these organisations.
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HIGH RATE OF COMPLIANCE 2009 ONWARDS

After 2009, compliance significantly increased with only two companies (VBL and FSC) not 
complying with certain principles of the Code. The high rate of compliance could be attributed 
to the fact that in 2009, companies were still trying to understand the Code as it had just been 
released. By 2010, companies were able to collect the information required to be disclosed to 
comply with the Code. Another relevant factor is the highly litigious environment in Fiji during 
the 2009 – 2012 periods. During these periods there were a number of high profile cases in 
Fiji. Examples include the case against two directors of Post Fiji Limited for abuse of office 
(Nauwakarawa 2013), six directors of Fiji Times Limited for breaches of the Media Industry 
Development Decree (Pratibha 2013) and a former Chief Operations Officer of the Fiji National 
Provident Fund (FNPF) (Naleba 2013). Fiji is also in the process of implementing a new company 
legislation — Company Decree 2012 which will replace The Fiji Companies Act (1983). The 
new company decree is expected to significantly change the fiduciary responsibilities of directors 
(Moore 2013). In such an environment, executives and directors may reasonably be expected to 
proactively manage the risk of litigation and the associated reputational risk. Other explanations 
for the high rate of compliance are that the Code merely required entities to disclose information 
about corporate governance practices that were already in place. Furthermore, foreign-owned 
companies were already complying with policies from their country of domicile. And lastly 
compliance with the Code is superficial and noisy and therefore less meaningful to the investors. 

SUBSTANTIVE DISCLOSURES VS. MINIMAL DISCLOSURES

Compliance with the Code is not strictly monitored by the CMDA and not strictly enforced. Most 
companies have provided minimum disclosures to meet the Code’s requirements. Given the 
principle-based nature and general guidelines provided by the Code, companies have interpreted 
and complied with the Code in different ways. The nature and extent of disclosures by companies 
varies significantly with some companies only providing minimum disclosures while others 
report over and above the Code’s principles. The content analysis reveals significant variation 
in corporate governance disclosures by family owned and non-family owned firms. For large, 
non-family owned firms with high shareholder dispersion, the nature and extent of corporate 
governance disclosures are substantive. This can be explained by signalling theory which states 
that managers will provide ‘signals’ to shareholders in the form of greater disclosure to indicate 
that the firm is being run well. Firms with high levels of shareholder dispersion and thus high 
level of information asymmetry have incentive to voluntary disclose more information. Reporting 
over and above the minimum requirements provides a positive ‘signal’ to shareholders. In this 
case increased disclosure is a mechanism to reduce agency costs of shareholders discounting 
management remuneration due to expected wealth transfers. It was also noted that disclosures 
changed in the following years to reflect changes in corporate governance strategies and business 
risks affecting the business. 

However, for relatively small family-owned firms with low shareholder dispersion, the nature 
and extent of corporate governance disclosures are minimal. Disclosures by these firms have 
low variation in following years with some firms having the exact same disclosures for all 
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four years. The analysis also suggests the use of boilerplate disclosures being adopted by these 
companies. Boilerplate is the use of a standardised language or template in making disclosures. 
A common feature was the use of a table with the principle in the first column and a statement 
detailing compliance in the second column. For some the disclosures were quite minimal and 
superficial, not allowing users to make an independent assessment of compliance. Boilerplate 
disclosures were mainly common in companies with low level of shareholder dispersion. In 
line with the agency theory, information asymmetry between management and principals is low 
in these companies and managements are not incentivised to disclose more information than 
they should. The disclosures are merely to comply with the standard. Thus the disclosures are 
provided on a minimum basis as these shareholders have other means of obtaining information 
about the company. However, for companies with high shareholder concentration the corporate 
governance disclosures were greater as the level of information asymmetries were greater. 

RESULTS AND DISCUSSION OF THE SEMI-STRUCTURED INTERVIEWS

Semi-structured interviews were conducted with key stakeholders in the compliance process. 
These interviews were conducted to obtain a deeper understanding of the impact of complying 
with the Code to firms in terms of costs and benefits. The responses from interviewees reinforce 
the findings of the content analysis.

COSTS OF COMPLIANCE

The Code has brought about changes in the 2009-2012 annual reports. The narrative section 
of this period’s annual reports underwent significant transformation as Companies started to 
incorporate a Corporate Governance Section. Despite variation in the disclosures format, the 
content analyses provided evidence that all the Companies are complying with the Code to some 
extent and have resulted in an increase in the quantity of narrative disclosures. The number of 
pages of the annual reports has increased by an average of 3% from 2009 to 2012.

Companies are expected to incur additional reporting costs due to compliance with the Code. 
However, interviews felt that these costs would be immaterial as the recommendations of the 
Code are not entirely new. In other words, Companies have already incorporated these principles 
and have been practicing most of the Code’s principles due to their nature as listed Companies. 
One of the interview participants shared the following:

“…we did not incur any major cost except for the additional pages in the report. The only 
other associated costs that we incurred were related to training, for example, we held a two day 
Director Workshop at the Holiday Inn Conference Room last year. It was one-off so I would say 
[the compliance cost] was reasonable.”B2

“…the only cost that I would say we incurred was the training costs, especially for the Board and 
Management. But we saw this more as an investment rather than cost as it is for the betterment 
of the company.”B1
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ROLE OF THE ACCOUNTANT

The implementation of the Code has also impacted the role of the accountants as preparers. 
Accountants are now expected to play a more proactive role in ensuring compliance. In addition, 
they are also playing an important role in supporting the Board in the strategic positioning of 
the company. In fact most company secretaries were also the accountants for the company. An 
examination of company secretaries for 2008 revealed that 68.75% of company secretaries had 
an accounting or finance background and this proportion was consistent up till 2012. Table 5 
below presents company secretaries with accounting backgrounds in 2008. 

Accountants seem to be taking a greater role in strategic decision making. An accountant had 
this to share:

“ We have implemented a policy where we have two day workshops with management and the 
Board and some key employees. We usually discuss our strategic objectives, mission, vision, 
our core business and whether we are going in the right direction. We come back and compile 
a strategic plan and send back to the Board for approval. A final meeting held every on March 
before our financial year end.”A2

Board directors’ expectations of accountants are also changing with a director having this to say:

“…the accountants play an important role in supplying financial information. But typically they 

TABLE 5: Company Secretaries with Accounting Background (2008)
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provide too much numbers. I have time and time again told accountants to try and see things 
from the perspective of the Board. There is a big gap between what we the Board want and the 
information the accountants provide us. Bridging that gap requires an accountant to be trained 
in strategic management so that they can to start thinking strategically. Providing past data 
is just part of it, strategic information is doing an analysis to provide a platform for decision 
making that will impact the future. This is the skill that accountants lack.” B1

FORMALISING THE ROLE OF BOARD DIRECTORS AND ENHANCING CORPORATE GOVERNANCE

The Code has also formalised the role of the Board of Directors in ensuring the quality of the 
financial report. The Code reaffirms the need for potential and current directors to comprehend 
the crucial role they play in the well-being of the company and adding long term value to 
shareholders.

“…at the end of the day, decisions made should benefit the company in the long run. It may not 
be necessarily right to the shareholders now, but should be beneficial in the long term.” B1

“…as a director of a company, even though I’m appointed by this group of people, my first and 
foremost role is to ensure the protection of the assets and make sure we extract sustainable 
earnings from these assets.”B2

The Code has pointed out that good corporate governance practices is a pillar for an effective 
capital market. The regulator stated the following:

“ …the whole reason we came up with [the Code] is to formalise [to Companies] the expectations 
of the investing public. As there is no law in place that says you should have independent members 
[on the Board] etc. So an easy way of doing it was to introduce the Code. It was really to aid 
our supervision role but in a certain way it also helps the Companies to be transparent and 
accountable to the investors”R1

“…we disclose because it’s a way of communicating with our stakeholders. We have a duty 
to disclose as much information to the shareholders so that they are informed as to what is 
happening to their investments.” A1

“…we are complying with the Code because we are a listed company— we have a duty, ethical 
responsibility to our shareholders. We communicate with our stakeholders through the SPSE, 
press release and websites…”B1

The responses above are consistent with signalling theory as companies see disclosure as a means 
of providing positive signals to shareholders. 

RISK MANAGEMENT STRATEGIES

Compliance with the Code can also be viewed as risk mitigation strategy. The recent litigation 
cases in Fiji against directors have increased the risks directors are exposed to in Fiji. Both board 
directors had this to say.
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“…the Code is timely. Our pool of external directors is limited. Serving as a board director now 
involves a lot of risks and liabilities, and many are now wondering why they should be taking 
that risk. The Code can minimise these risks as it will ensure that Companies actually formulate 
and put into place policies that manages these risks…”B1

 “...in line with the Code we have discussed with the board members the risks, the challenges and 
the strategies that we need to put into place. We then set a timeline for these policies. The level 
of our documentation is very detailed and we now frequently meet with our Directors to discuss 
our top 20 risk exposures. This meeting is done in every quater”B2

The responses above reinforce the study’s argument that the high rate of compliance is a response 
to the increasing number of cases against directors for breaching their fiduciary responsibility. 

LEVEL OF COMPLIANCE

To actually ascertain whether full compliance has been achieved is difficult given the principle-
based nature of the Code. However, compliance of the Code till 2012 can be categorised as good. 
All Companies are taking the initiative to disclose the requirements of the Code as articulated by 
the following response from the regulator. 

“…what the principles require is a minimum. If  [Companies] do something over and above what 
is required that’s fine. But if they don’t meet the minimum then we write to them asking for an 
explanation. At the moment they all meet the minimum [requirements]…”R1

Furthermore, the RBF has to perform a delicate balancing act where it needs to ensure compliance 
with the Code on one hand while encouraging market participation on the other. The RBF 
acknowledged this issue.

 “ …we don’t want to put Companies off the market. It’s really a balancing act here. So we 
are changing the way we interact with Companies. The relationship is no longer a regulator vs 
regulatee but rather we see them as our partners by engaging them in dialogues. Now they can 
pick up the phone and say “look we are going through this we know we are not complying can 
you help us”…we now work closely with them…”R1

The RBF should facilitate an environment where companies who are facing compliance difficulties 
are free to discuss their problems with the regulators without the fear of being reprimanded. A 
partnership environment is therefore vital for real changes in the governance of companies to 
eventuate especially in a small capital market such as the SPSE.

In a similar vein, penalties for non-compliance should be reasonable and enforceable. The Board 
of Directors and management should be made aware of the consequences of non-compliance. 
Unrealistic penalties can render the Code ineffective. The Code does not clearly articulate the 
penalties associated with non-compliance but responses from the regulator indicate that the 
penalties are severe enough to discourage non-compliance:

“...penalties are non-monetary at the moment. We however can withdraw their license and ban 
people from being directors of any company…”R1
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CONCLUSION

Corporate governance mechanisms are pertinent in today’s capital markets. Developing 
economies such as Fiji need to integrate and adopt good governance practices in its capital market 
to ensure sustainable economic growth. The Code’s principles, if adhered to by complying 
entities, can lead to a more transparent reporting environment. This situation can encourage 
the flow of international capital into the country. For the Code to be effective, the RBF should 
closely collaborate with the listed Companies in fostering a partnership environment. Genuine 
changes are possible in such circumstances. 

This study acknowledges the various limitations associated with the research method it has 
adopted. First, despite requesting an interview with all complying entities, we were only able 
to interview five individuals. However, these five individuals possessed a wealth of experience. 
Given Fiji’s limited pool of board directors, most board directors serve on multiple boards. This 
was the case with the two board directors interviewed. For instance B1 was a group CEO for one 
of the publicly listed companies, the former general manager for another of the publicly listed 
companies and was also the former CEO of the South Pacific Stock Exchange. He also served as 
a board director for three of the publicly companies. 

Notwithstanding these limitations, the study provides preliminary findings that can assist policy 
makers in understanding the impact of corporate governance disclosures in the South Pacific. 
The study finds evidence to support the principle-based nature of the Code as it caters for the 
diversity of company ownership structures in Fiji. The content analysis of corporate governance 
disclosures reveal that significant variation exists between large, non-family owned firms as 
compared to relatively small family owned firms. The differences of disclosures relates to the 
level of separation of managers and shareholders and the level of information asymmetries. The 
study also applies agency and signalling theory in a Pacific Island context. The study finds these 
theories useful in explaining the voluntary disclosures by listed companies in the South Pacific. 
Semi-structured interviews with key stakeholders also reveal that most companies perceive the 
Code in a positive light. The interviews also reinforce the findings from the content analysis. 
Future studies can further strengthen the findings by conducting longitudinal studies observing 
the changes to the Code and to the level of disclosures by complying entities. Comparative 
studies with other similar capital markets such as the Port Moresby Stock Exchange and the 
Stock Exchange of Mauritius can also be conducted to test the consistency of the study’s findings 
in other contexts.
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END NOTE

1 Fiji Sugar Corporation was de-listed in 2011 reducing the No of Companies to 16 listed 
Companies and 2012. Future Forest of Fiji was listed on the stock exchange, restoring the No of 
listed Companies to 17.
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TABLE 6: Company name and Code

APPENDIX
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TABLE 7: Compliance with the Code from 2009 to 2012
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INTERVIEW SCHEDULE FOR BOARD OF DIRECTORS:

How has the Code affected your role as an individual board director?

How has the Code affected the collective role of board directors within the organisation you 
serve as a board director in?

Did the company you are a board director in provide training with regards to the Code?

Do you believe that some form of training should have been provided to directors to assist them 
in complying with the Code? 

What was the level of support provided by the regulator in assisting the Companies comply with 
the Code?

Do you believe this was sufficient?

If the answer to no. 6 is no] How could it have been improved?

How was the Board involved in ensuring compliance with the Code?

Did the Board delegate certain tasks regarding compliance with the Code to non-board members 
within the organisation? 

What positions did these individuals hold and what specific tasks were assigned to them?

Were there any difficulties faced in complying with the Code?

What were the costs related to complying with the Code?

 Were any sections of the Code deemed to be irrelevant to the company?

How if at all compliance has impacted on the company’s operations?

What were the benefits that the company looks to derive from conformity with the Code?

QUESTIONS RELATING TO CORPORATE GOVERNANCE DISCLOSURES MADE

[These questions will be based on the content analysis we had conducted and would vary from 
company to company depending on the disclosures they had made. To develop these questions 
we would have to analyse the corporate governance disclosures to find possible inconsistencies 
or apparent insufficient disclosures].
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INTERVIEW SCHEUDLE FOR THE REGULATORS

Why was it deemed necessary to introduce a Code of corporate governance and to mandate that 
certain disclosures be made with regards to the Code?

Can you please elaborate on the development of this Code? Why were the ASX Principles of 
Good Corporate Governance and Best Practice Recommendation chosen as the ideal source for 
replication?

Were the views of banks, financial institutions such as the Merchant Finance, Credit Corporations, 
FDB, HFC, etc and the institutional investors sought in the development of this Code?

How does the RBF monitor compliance?

Are these monitoring processes deemed sufficient? Why?

Are there any penalties for non-compliance?

What are the reasons for non-compliance given by Companies?

How do you determine whether entities disclosures are sufficient?

Do you have enough resources at your disposal to enforce compliance?

What are the difficulties do you face as the regulator in terms of enforcement and monitoring 
the Code?

IFRS 7 deals with risks management associated with Financial Instruments. Listed Companies 
are required to abide by this standard and disclose all the relevant risks such as credit risks, 
foreign exchange risks, market risks, regulation risks as part of Note 3 in the Financials. Can this 
also count as compliance in relation to Principle 10 of the Code?

When assessing compliance do you review the entire annual report or only the statement on 
corporate governance?

Do you review any other documents or medium of communication such as market announcements 
or press releases in determining compliance with the Code? 

Have you received any feedback from the Companies regarding the implementation the Code?

Is RBF thinking of including financial institutions within the ambit of the Code?


