
 

 

J Ö N K Ö P I N G  I N T E R N A T I O N A L  B U S I N E S S  S C H O O L  
Jönköping University  

 

 

 

 

 

Swedish Code of   
Corporate Governance 

A study of the compliance with the code among Swedish listed companies 

Master’s thesis within Business Administration 

Authors: Karsberg, Helena  
 Persson, Therése 

Tutor: Ljungdahl, Fredrik 

Jönköping   May 2005 



 

 

I N T E R N A T I O N E L L A  H A N D E L S H Ö G S K O L A N  
HÖGSKOLAN I JÖNKÖPING  
 

 

 

  

Swedish Code of   
Corporate Governance 

A study of the compliance with the code among Swedish listed companies 

Filosofie magisteruppsats inom företagsekonomi 

Författare:  Karsberg, Helena  
  Persson, Therése 

Handledare:  Ljungdahl, Fredrik 

Framläggningsdatum 2005-05-27 

Jönköping   Maj, 2005 



 

 i

Master’s Thesis in Business Administration 
Title:  Swedish Code of Corporate Governance – A study of the compli-

ance rate among Swedish listed companies 

Author: Karsberg, Helena      
 Persson, Therése  

Tutor: Ljungdahl, Fredrik 

Date:  2005-05-27 

Subject terms:  Corporate governance, Swedish Code of Corporate Governance, 
“comply or explain”, compliance rate 

Abstract 
After several scandals in the US, the focus on corporate governance has increased 
rapidly and led to implementations of “codes of best practice” in many countries. 
In 2002, the Swedish government appointed a committee with the purpose to de-
velop a Swedish Code of Corporate Governance. The purpose with the code is to 
help the Swedish industry to regain its confidence in order to attract capital after 
the scandals that have occurred. The code shall be implemented by Swedish com-
panies listed on the A-list on the Stockholm stock exchange and companies on the 
O-list with a market value above 3 billion SEK and shall be implemented by the 
1:st of July 2005. 

The code is based on the principle “comply or explain” which means that compa-
nies do not have to comply with the requirements of the code as long as they ex-
plain their reasons why they deviate. The purpose of this thesis is thereby to ex-
amine to what extent Swedish companies prepare to comply or are already comply-
ing with the requirements of the code and the reasons for possible deviations re-
garding the level of compliance between the companies. In order to answer the 
purpose stated, the authors have chosen to use both a quantitative and a qualitative 
method. The authors have sent surveys to all companies obliged to implement the 
code in order to find out to what extent the Swedish companies prepare to comply 
or are already complying with the code today. In order to answer the second re-
search question, why companies prepare to comply, or are complying to different 
degrees, hypotheses were stated and interviews with five companies listed on the 
Stockholm stock exchange were made. 

The authors found a high compliance rate among Swedish companies, with a mean 
of 88,49%. The companies on the A-list are complying to a larger extent than the 
ones on the O-list. Based on the hypotheses, the authors found that companies 
with higher turnovers are more likely to comply with the code to a larger extent 
than companies with lower turnovers. Additional reasons to a high degree of 
compliance rate with the code, are: the need for resources, the impact of media, 
the culture and personal values within the organization and the fact that the code 
does not imply any major changes for the organization. Reasons why companies 
do not prepare to comply or are already complying to a large extent are: the in-
creased devotion of resources that the implementation requires, the high level of 
details and the complicated requirements of the code. These last-mentioned factors 
lead to difficulties to interpret the requirements of the code and increased bureauc-
racy, which thereby lead to a lower level of compliance.   
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Magisteruppsats inom företagsekonomi 
Titel: Swedish Code of Corporate Governance – A study of the compli-

ance rate among Swedish listed companies 

Författare: Karsberg, Helena      
 Persson, Therése   

Handledare: Ljungdahl, Fredrik 

Datum:  2005-05-27 

Ämnesord:  Bolagsstyrning, Svensk kod för bolagsstyrning, “följ eller förk-
lara”, uppfyllelsegrad 

Sammanfattning 
Efter åtskilliga skandaler i USA har fokus på bolagsstyrning ökat vilket har lett till 
införande av olika bolagsstyrningskoder i flera länder. År 2002, utsåg Sveriges re-
gering en kommitté i syfte att utveckla en svensk kod för bolagsstyrning. Syftet 
med koden är att hjälpa den svenska industrin att återfå dess förtroende, för att at-
trahera kapital, efter de skandaler som inträffat. Koden skall implementeras av 
svenska företag på den svenska börsens A-lista samt företag på O-listan med ett 
marknadsvärde över 3 miljarder SEK och skall implementeras den 1 juli 2005. 

Koden är baserad på principen ”följ eller förklara” vilket betyder att företag inte 
behöver följa kraven i koden så länge de förklarar orsaker till avvikelserna. Syftet 
med uppsatsen är därför att undersöka i vilken omfattning svenska företag förbe-
reder sig att följa eller redan följer kraven i koden idag, alltså inte förklarar bort 
avvikelser från koden, och orsakerna till eventuella avvikelser rörande olika före-
tags uppfyllelsegrad av kodens krav. För att besvara syftet har författarna valt att 
använda sig både av en kvantitativ och kvalitativ metod. Författarna skickade en-
käter till alla företag som är förpliktigade att implementera koden för att ta reda på 
i vilken omfattning svenska företag förbereder sig att följa eller redan följer kraven 
i koden idag. För att besvara den andra problemställningen, varför företag förbe-
reder sig att följa eller följer koden i olika omfattningar, utvecklades hypoteser och 
författarna intervjuade även fem företag listade på Stockholmsbörsen. 

Författarna konstaterade att företag följer kraven i koden i stor omfattning med 
ett medelvärde på 88,49 %. Företag på A-listan har en högre uppfyllelsegrad av 
kraven i koden än företag på O-listan. Ur hypoteserna kunde författarna konstate-
ra att företag med en högre omsättning är mer benägna att uppfylla kraven i koden 
än företag med lägre omsättning. Ytterligare orsaker till en hög uppfyllelsegrad 
med koden är: företagens behov av resurser, påverkan från media, företagskulturen 
och de personliga värderingar inom organisationen och det faktum att koden inte 
innebär stora förändringar för företagen. Anledningar till en låg uppfyllelsegrad av 
kraven i koden är: de ökade kostnaderna som implementeringen av koden innebär, 
kodens höga detaljeringsgrad och de komplicerade kraven i koden. De sistnämnda 
faktorerna leder till svårigheter att tolka kraven i koden och ökad byråkrati, vilket 
därmed leder till en lägre grad av uppfyllelse av kodens krav.   
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1 Introduction 
The authors first give an overview of the origin of corporate governance and the Swedish 
Code of Corporate Governance, which results in a specific problem. The purpose is then de-
scribed and an outline of the thesis is portrayed. 

1.1 Background 
Corporate governance has its origin in the United States and is frequently discussed 
in the economy and politics due to the scandals within for example Enron and 
WorldCom. The discussion in Europe began in Great Britain where the Cadbury 
Code was developed due to the major scandals in the country at the end of the 1980’s. 
This code was the foundation of the code that nowadays exists in Great Britain, the 
Combined Code, which all the companies on the London stock market have to obey 
(Skog, 2002). 

The discussion of corporate governance in Europe and the United States led to the 
implementation of “codes of best practice” by several countries (Heracleous, 2001). 
Some major scandals in Sweden raised awareness in the country of the importance of 
corporate governance. During the autumn 2002, the Swedish government appointed a 
committee with the mission to help the Swedish industry to regain its confidence, the 
so called Code Group. The Code Group developed the Swedish Code of Corporate 
Governance in collaboration with representatives from the industry and the stock 
market. The purpose of the code is besides helping the industry to regain its confi-
dence, to attract Swedish and international capital (Balans nr 4, 2004).  

The code is written for Swedish companies listed on the A-list and companies on the 
O-list with a market value exceeding 3 billion SEK on the Stockholm stock exchange, 
but should be applicable for other companies as well in due time. The Code Group 
considers that the code should be implemented by the 1: st of July, 2005. The year of 
2006 will be the first whole year that the code is put into practice and the companies 
will then motivate possible discrepancies. The code will, according to the Code 
Group, be seen as a check of quality that all companies would want to achieve. The 
advantage of starting with the larger companies is that they can create routines on 
how to follow the code and it will then be easier for the smaller companies to im-
plement the Swedish Code of Corporate Governance. The code is according to the 
Code Group meant to increase the efficiency of the industry as well as the competi-
tiveness. Good corporate governance is as important in a smaller company as it is in a 
larger one. However, to follow the code can demand a lot of resources from a smaller 
company and therefore it will be more acceptable for smaller companies not to com-
ply with all parts of the code (SOU, 2004:130).  

The English Combined Code is based on the principle of “comply or explain” and 
the Swedish Code of Corporate Governance has adopted the same principle (SOU, 
2004:130). The principle of “comply or explain” leads to the opportunity for compa-
nies to diverge from the code’s rules but they then have to explain the reasons why 
they do not comply with the code. This implies that if a company chooses to violate 



 Introduction 

 2

one rule and gives a good explanation of their action, the company does not break 
the code. According to the Code Group this principle leads to a belief that the ambi-
tion to follow the code will be higher than if the code had been imperative. This 
flexibility, they hope, will lead to good corporate governance (SOU, 2004:130).      

The Code Group’s intention has been to diverge as little as possible from interna-
tional standards. However, the code has to be consistent with Swedish law and the 
structure of Swedish companies. Sweden has many rules about corporate governance 
regulated in the law of limited companies but the Code Group and the industry now 
believe that it is time to create a code in Sweden to collect the rules of corporate gov-
ernance. The Code Group explains that if Sweden was to implement a code that is ad-
justed too much to international standards, the code may lead to difficulties for com-
panies to implement it. However, a code that diverges too much from international 
standards may lead to greater difficulties for the companies to attract foreign capital. 
The Swedish Code of Corporate Governance’s intention is therefore to strike a bal-
ance between the standards in order to find a solution that will best fit Swedish com-
panies (SOU, 2004:130).   

1.2 Problem discussion 
The proposal of the Swedish Code of Corporate Governance that was made public in 
April, 2004 received sharp criticism and the Code Group revised the code in order to 
please different authorities to a greater extent. The last version of the Swedish Code 
of Corporate Governance was published in December 2004. The level of details has 
decreased in the last version of the code. The majority of the bodies to which the 
proposed measure was referred for consideration are positive to the idea of creating a 
code that will regulate the corporate governance of Swedish companies (SOU, 
2004:130). One of the code’s positive effects is that it might increase the number of 
foreign investors on the Stockholm stock exchange. Some investors in the US for ex-
ample require that the companies they invest in have implemented a code of corpo-
rate governance (Dagens Industri, 2005).  

During the spring 2005, the criticism of the code’s requirements increased. The criti-
cism against the code has been that it implies extensive costs, it is considered to be 
complicated and it destroys the traditions of the companies (Nilsson, 2005). One of 
the bodies to which the proposed measure was referred for consideration is afraid 
that smaller companies will have to leave the Stockholm stock exchange. The code is 
adjusted for larger companies and smaller companies might have problems imple-
menting the requirements of the code. Smaller companies may face the risk of having 
to turn to an expert in corporate governance, which implies major costs. Smaller 
companies may therefore consider the idea of leaving the stock exchange in order to 
avoid an implementation of the code (Johnsson, 2004).  

The Swedish Code of Corporate Governance will clarify the roles of the sharehold-
ers, the board and the government. The board will have a greater responsibility and 
the disclosure of information will increase. The code will therefore imply some 
changes for the companies (FAR Info nr 1, 2005). Companies must establish a nomi-
nation committee that will evaluate the work of the board and it will also have an 
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impact on the appointment of auditors which is highly criticized. The task of to 
electing auditors will lead to high demands on the nomination committee’s compe-
tence. The code also requires additional work from the board of directors. They must 
in addition to their annual report release two additional reports. One is a report of 
the company’s corporate governance, where the company should state information 
about the corporate governance of the company. The other report that the board of 
directors must release annually is a report on the internal control. Another change 
that arises from the code is the requirement of an implementation of an audit com-
mittee. The mission of the committee is to evaluate the auditors and to inform the 
nomination committee about the results. The opposition considers the implementa-
tion of audit committees as leading to extensive costs and increased bureaucracy 
(SOU, 2004:130).  

The fact that the Swedish Code of Corporate Governance is based on the principle of 
“comply or explain” gives the companies the right of not having to comply with the 
code (SOU, 2004:130). This system is highly criticized by Nowak, Rott and Mahr 
(2004) who investigated the German Corporate Governance Code which also is based 
on the principle “comply or explain”. Their results indicate that they have pessimistic 
expectations of the German Code due to its possibility to explain instead of comply-
ing with the code. They believe that a code is ineffective in civil law countries if the 
code is not enforced, which is the case with the Swedish code. Rossander (2004) be-
lieves that companies choose to ignore compliance with the code due to the possibil-
ity of explaining the deviations from the code. However, the Confederation of Swed-
ish Enterprise is positive to the principal of “comply or explain” and they believe that 
the flexibility it generates is necessary due to the existence of different types of com-
panies (Dagens Industri, 2004). 

Studies in the past about corporate governance indicate that companies have different 
attitudes towards the importance of corporate governance (Schleicher, 1998). One can 
compare this to the Swedish Code of Corporate Governance which is an instrument 
implemented in order to enhance the effectiveness of the corporate governance of 
Swedish companies. Previous studies of corporate governance codes in other coun-
tries indicate different degrees of compliance with the codes (Tsipouri & Xanthakis, 
2004; Werder, Talaulicar & Kolat, 2005). The study made by Werder et al. (2005) 
about the German Corporate Governance Code concludes that companies listed on 
the Frankfurt stock exchange tend to comply with the code to a great extent. Tsi-
pouri & Xanthakis (2004) quantify the compliance of Greek companies with interna-
tional best practices and conclude a fairly satisfactory degree of compliance. The 
Swedish Code of Corporate Governance will be implemented by Swedish companies 
on the 1: st of July 2005 and the authors find it therefore interesting to examine to 
what extent Swedish companies are preparing to comply with the code or are already 
complying with the code today. A few foreign studies have also tried to find out the 
reasons why companies comply with the codes of best practices to different degrees. 
If that is also the case in Sweden, the authors would find it interesting to examine 
why Swedish companies are preparing to comply with the code to different degrees. 

The authors will therefore examine the following research questions. 



 Introduction 

 4

 To what extent do the Swedish companies prepare to comply, or are comply-
ing with the requirements of the Swedish Code of Corporate Governance to-
day? 

 If the companies prepare to comply or are complying with the code’s re-
quirements to different degrees today, what are the reasons for this? 

If Swedish companies prepare to comply with the code to a large extent today, one 
can assume that the Swedish companies value corporate governance as important. It is 
in that case interesting to examine why a company would comply with the code to a 
large extent given the possibility that exists of explaining instead of complying. If a 
company only prepares to comply with the code to a minor extent, the code is ac-
cording to the authors, not being taken seriously by the company and the authors 
then want to find out why. Companies do however review themselves if they prepare 
to explain their motives of not complying with the code, but the code’s disadvantages 
of increased bureaucracy and costs may outweigh the advantages if companies are 
only going to explain deviations from the code. Due to the subject’s newsworthiness 
not much research has been made about the code and it is therefore interesting to ex-
amine the preparation to comply with the code. This type of research will give an 
understanding of Swedish companies’ attitudes towards the Swedish Code of Corpo-
rate Governance, that is, their attitudes towards the importance of corporate govern-
ance.  

1.3 Purpose 
The purpose is to examine to what extent the Swedish companies prepare to comply 
or are already complying with the requirements of the code and the reasons for pos-
sible deviations with regard to the levels of compliance between the companies.  

1.4 Clarification 
The Swedish Code of Corporate Governance will be implemented by all Swedish 
companies on the A-list and companies on the O-list with a market value exceeding 3 
billion SEK on the 1:st of July 2005. The authors primarily want to examine the de-
gree of preparation of compliance, that is, to what extent the companies will comply 
with code by the 1:st of July 2005. If companies already comply with the code to a 
large extent today, they will also comply with the code by the 1:st of July 2005. The 
authors have stated their problem formulation with the term “preparation” because it 
would be misleading to examine the reasons why companies comply to different ex-
tents, if the authors only examined the compliance rate today. The reasons why a 
company then deviates from the code could be due to the fact that the company does 
not have to comply with the code today. 
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1.5 Outline of the thesis  
 

 

 

 

 

 

 

 

 

 

 

 

 

       

 

 

 

 

Figure 1-1 Outline of the thesis 

 

 

 

 

 

 

 

The background treats corporate governance in 
general and a problem discussion about the 
Swedish Code of Corporate Governance fol-
lows. The purpose is thereafter stated and at last 
an outline of the thesis is portrayed. 

The choice of a qualitative and quantitative 
method in order to fulfill the purpose is de-
scribed.  The chosen respondents that will par-
ticipate in the survey and in the interviews are 
further stated  

In this chapter, the frame of references is por-
trayed that will give the foundation for the em-
pirical observation and the analysis.  

The result of the survey, converted into regres-
sion analyses, and the results of the interviews 
are  described.   

In this chapter an analysis of the empirical ob-
servations together with the frame of references 
is made. 

In the last chapter the conclusions are stated, 
that is, to what extent the companies  prepare 
to comply or are already complying with the 
code and the reasons of any possible devia-
tions from compliance.  

Chapter 1 – Introduc-
tion 

Chapter 3 – Method 

Chapter  2 – Frame of 
references 

Chapter 4 – Empirical 
observations 

Chapter 5 – Analysis 

Chapter 6 – Conclu-
sion 
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2 Frame of references 
In this chapter the authors will first explain the different systems of corporate governance 
that exist. The shareholder and stakeholder theory is thereafter described in order to create 
an understanding of the different stakeholders’ impact on the corporate governance of a 
company. Thereafter, the Swedish Code of Corporate Governance is described in order to 
give an overview of the different changes that the code implies. The effects with codes of 
corporate governance are then stated in order to create an understanding of why compa-
nies rather explain than comply with the requirements of the code. Finally, the hypotheses 
are developed which are based on prior studies within corporate governance. 

2.1 Corporate Governance 
After the scandals in the United States and in Europe, there is a major focus around 
corporate governance (Johansson, 2004). Corporate governance is nowadays a major 
issue in all advanced economies and there is an increased focus in the developing 
countries as well. The OECD and the World Bank’s attention on corporate govern-
ance have increased as it is one of the global concerns (O’Sullivan, 2000). Corporate 
governance has also been a political issue and one of the causes is the globalization of 
markets (Cobbaut & Lenoble, 2003). The way a corporation is governed has during 
the last years become a very important factor of how it is valued by the market 
(Monks, 2001). A study made by McKinsey Consultants reveals that investors are 
willing to pay approximately 11 % premium for those companies that they consider 
having good corporate governance (Heracleous, 2001). According to Shleifer and 
Vishny (1997) corporate governance has to do with the way the suppliers of capital 
are assured that they get return on their investments. The focus is on the institutions 
which influence how corporations distribute resources and returns (O’Sullivan, 
2000). Corporate governance mechanism shall ensure that companies are run effec-
tively in order to maximize shareholders’ value (Aguilera, 2005). Corporate govern-
ance is one of the basics of strong securities market (Black, 2001, cited in Wójcik, 
Clark and Bauer, 2004). Many authors describe corporate governance as the means 
for shareholders to control the board of directors. However, nowadays the focus is 
enlarged and it is also taking the interests of stakeholders into account (Cobbaut & 
Lenoble, 2003). 

The system of corporate governance differs between countries and the system is con-
stantly changing. The system of the Anglo-Saxon parts of the world (US, Canada and 
Great Britain) emphasizes the importance of the protection of the minority owners. 
This leads to a greater trust for the stock market in the Anglo-Saxon countries. 
United States legislate issues concerning corporate governance, while Europe tends to 
improve corporate governance through self-regulation. There also exist a smaller 
number of shareholders with major control, which implies an increased power of the 
board of directors than in Europe (Johansson, 2004). According to Shleifer and 
Vishny (1997) the Anglo-Saxon countries have one of the best corporate governance 
systems in the world.   
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The system of corporate governance that exists in Europe is built upon shareholders 
with major control that have a great influence on the board of directors of the com-
panies. The ownership in Europe is characterized by shares with different voting 
strengths. This implies that companies can be controlled by shareholders with a lim-
ited contribution of capital (Johansson, 2004).  

The Swedish model is a mix between the one that exists in Europe and in the Anglo-
Saxon countries. The Stockholm stock market has up to now had a more liberal ap-
proach to corporate governance than in Great Britain. However, after the implemen-
tation of the Swedish Code of Corporate Governance, the rules on the stock market 
tend to sharpen more towards the English system (Johansson, 2004).  

2.2 Shareholder theory 
In the Anglo-Saxon parts of the world (US, Canada and UK) the shareholder theory 
is the most dominant approach in corporate governance. Due to the fact that the 
shareholders own the company, the managers must act in the best interest of the 
shareholders according to the shareholder theory (Letza & Sun, 2004). The assets of a 
company in this theory belong to the shareholders and the agency relationship 
dominates the theory (Clarke, 1998).  

2.2.1 Principal-Agent theory 
In the agency relationship, the principal delegates the work to the agent, who in turn 
executes the work (Eisenhardt, 1989). The shareholders are the principals and the or-
ganization should be run in their interest. The agency problem exists due to the sepa-
ration of ownership (shareholders) and control (managers) (Jensen & Meckling, 
1976). However, the actual running of the organization is handled by the managers, 
that is, the agents. If both the principal and the agent want to maximize their own 
utility, the agent may not act in the best interest of the principal (Jensen & Meckling, 
1976). There are according to Eisenhardt (1989) two problems with the agency the-
ory. The first one is the agency problem when there is a conflict of goals between the 
principal and the agent and the principal has difficulties controlling what the agent is 
doing. The second issue is the problem of risk sharing. This problem occurs when the 
two parties have different attitudes towards risks. The preferences of different actions 
may be due to the parties different risk preferences (Eisenhardt, 1989).  

The corporate governance problem is that the principal cannot be sure that the agent, 
who makes the decisions, will act in the shareholders’ interests. The costs of monitor-
ing the agents in order to prevent them from acting in their own interest, is described 
as the agency costs (Schleifer and Vishny, 1997; Jensen & Meckling, 1976). Jensen & 
Meckling (1976) do also include the loss of output into agency costs, because the costs 
of contracts exceed the benefits. When the principal cannot observe the behavior of 
the agent, he/she has two options. The first one is to monitor the agent’s behavior 
through information systems, such as reporting procedures. The other alternative is 
to establish a contract based on the outcome of the agent. Which alternative that the 
principal may adapt depends on the costs that the alternatives bring (Jensen & Meck-
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ling, 1976). However, if the agent has information advantage and it is very difficult to 
monitor the agent, incentive schemes are desirable (Davis, Schoorman & Donaldson, 
1997). The survival of the company depends on the balance of the costs that the in-
formation systems require against the benefits that they generate. Information in the 
agency theory is a commodity, where the company can purchase information sys-
tems for example in order to monitor the agent’s behavior (Fama & Jensen, 1983).  

The focus in the agency problem is the separation of ownership and control, that is, 
the separation of management and finance (Schleifer and Vishny, 1997). Corporate 
governance is according to Andres, Azofra and Lopez (2005) a way of reducing 
agency costs. The manager needs the financer’s capital and the financer needs the 
manager’s knowledge in order to generate return on the financer’s invested capital. 
The agency problem is the difficulties that the financer has on assuring that his capi-
tal is not devoted to worthless projects (Schleifer and Vishny, 1997). 

2.3 Stakeholder theory 
The focus in the corporate governance debate has broadened from only taking the 
shareholders’ concerns into account towards considering all the stakeholders’ con-
cerns. In Europe and Japan, the companies have a more stakeholder-oriented ap-
proach, while companies in the US and UK (Anglo-Saxon) focus on the shareholders. 
There is in practice a growing emphasis towards the stakeholder approach, but the 
investors from the Anglo-Saxon parts of the world, pressure the European companies 
to focus upon the shareholders’ value. Corporations do not only exist in order to 
generate returns to shareholders, and the focus is on the society as a whole. Corpora-
tions should act in the interest of the society and not only serving the owners (Clar-
ke, 1998).   

Hill and Jones (1992, cited in Clarke 1998) diversify the principal-agent theory by 
stating that the managers are the agents and all the stakeholders are the principals. 
The shareholders elect the directors and the directors are then accountable to the 
shareholders, but they are not accountable to the stakeholders. However, the direc-
tors are responsible for the relations with the stakeholders and the directors must 
therefore develop strategies that take all stakeholders’ matters into account. (Com-
mittee on Corporate Governance, 1997, cited in Clarke, 1998). According to Clarke 
(1998) companies that are taking all stakeholders’ interest into consideration, are 
striving to be judged by performance indicators assessed by all stakeholders, not only 
the performance indicator of the shareholders. 

The society is an important stakeholder, and the communication about the company 
goes through the media. The media has a crucial role of communicating information 
to the public. Media’s pressure of revealing information about the company is an im-
portant component in a good corporate governance system according to Dyck and 
Zingales (2004). If a company behaves improperly, the media increases the penalties 
through bad publicity. The company cares about its reputation to the society at large 
and a good reputation in media is therefore very important (Dyck & Zingales, 2004).  
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2.3.1 Corporate social responsibility 
Corporations that are socially responsible foster their relationships with all their 
stakeholders, not just its shareholders. Whether a corporation is socially responsible 
depends heavily on the culture of the company and the values of the company man-
agers. The values of the managers can be affected by the culture of the company. The 
corporate culture is defined as the traditional practices, the shared meanings and val-
ues that define normal behavior for the employees. The values of the managers of the 
company affect how the company adapts to the corporate social environment. A 
manager who only considers the interest of the shareholder and who only thinks of 
the organization’s responsibility in economic terms will not adapt to the social forces 
as a manager who considers all stakeholders’ interest when making decisions. A man-
ager that considers the corporation’s social responsibility when making decisions is 
seen as a steward (Post, Lawrence & Weber, 2002).  

2.3.1.1 Stewardship theory 

Managers will in the stewardship theory act in the public trust, where they have a 
great responsibility that they use the resources in a way that is not just good for the 
shareholders but for the society as well. The stewards consider all stakeholders when 
making business decisions. The stewards have an obligation in the stewardship theory 
to make sure that everyone benefit from the organization’s actions. If the company 
does not benefit all stakeholders, the company will not be fully accepted as a socially 
responsible organization (Post et al., 2002).  

Stewardship theory opposes the agency theory where the self-interest of the agent is 
in focus (Hendry & Kiel, 2004). Stewardship theory criticizes the agency theory and 
focus on the managers as good stewards. In the stewardship theory the managers’ 
goals coincide with the goals of the principle. A steward does not behave in their own 
interest, but in the interest of the organization. The managers work towards attaining 
high levels of shareholders return. Its objectives coincide with the objectives of the 
corporation and its owners. The steward believes that when he or she works towards 
organizational goals, his or her personal needs are satisfied. The utility is higher when 
acting in the interest of the organization than behaving individualistic (Letza & Sun, 
2004). 

2.3.2 Resource dependency theory 
A company is dependent on its environment as providers of resources such as capital 
and information. A company’s dependency towards a certain group depends on the 
group’s power. If the group’s interest is taken into account to a large extent when the 
company is making decisions, the group has extensive power and the company is 
very dependent on the group. In order to acquire resources, the company needs to in-
teract with its environment. Since the organization uses the resources of the society, 
the society will constantly evaluate the activities of the organization. The different 
groups in the society may have different criteria when evaluating the company. 
When the company faces such conflicting demands, it must choose which groups it 
must ignore and which it shall adapt to. However, when the criteria for evaluation is 



 Frame of references 

 10

the same between all the groups, the company will find that when satisfying one 
group, the satisfaction of the other will increase as well. One of the most important 
roles of the managers is to cope with the conflicting demands among the different 
parties (Pfeffer & Salancik, 2003). 

In the agency theory the role of the board of directors is to ensure that the managers 
act in the shareholders’ interest. However, in the resource dependency theory, the 
board of directors’ function is to trace critical resources (Young, Ahlstrom & Bruton, 
2001). The role of the board in the resource dependency theory is to connect the 
company with external factors which generate uncertainty. The survival of the com-
pany depends on its ability to cope with uncertainty and the directors should mini-
mize the uncertainty by attracting resources (Hillmann, Cannella & Paetzold, 2000). 
The benefit of the director to the company depends on his or her ability to attract re-
sources and reduce uncertainty (Daily and Dalton, 1994a, cited in Hillman et al., 
2000).  

Allen (1992, cited in Blair, 1995) writes about the social entity conception where the 
corporation has many purposes. The devotees of capital must be assured that they get 
return on their invested capital. However, the organization has other purposes, 
where the consumers and employees for example must be satisfied. The companies’ 
profits depend to a large extent on the knowledge of the employees in order to satisfy 
the customers. The wealth of an organization is in its people (Blair, 1995).  The dif-
ferent stakeholders, such as the shareholders, suppliers, customers, community and 
employees all provide resources that are crucial for the survival of the company 
(Clarke, 1998). The company’s objectives should consider all the conflicting claims of 
the diverse stakeholders of the company according to this theory (Ansoff, 1965, cited 
in Clarke, 1998). 

According to Shleifer and Vishny (1997) reputation-building is an explanation why 
managers act in the interest of the shareholders, even though they are not forced to. 
The managers want to attract capital and they therefore need a good reputation for 
the future. If the managers do not follow the agreements between the managers and 
the shareholders, the mangers might face the risk of not receiving any capital.   

2.4 The Swedish Code of Corporate Governance 

2.4.1 Comply or explain 
The Swedish code of corporate governance is built upon the principle “comply or 
explain” which was introduced 1992 in Great Britain by the Cadbury committee. 
This principle implies that a company can deviate from some of the rules in the code 
but it has to explain the reasons for deviation. To deviate from the code does there-
fore not imply any breach of the rules. The Code Group states that the principle 
“comply or explain” leads to better flexibility for different companies. The statement 
of referral from the Confederation of Swedish Association is positive to the principal 
of “comply or explain” (SOU, 2004:130). This flexibility is necessary because of the 
existence of different companies with different conditions (Dagens Industri, 2004). 
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According to the Code Group it is up to the market to conclude whether the expla-
nation of the deviation is acceptable or not. If the companies do not give reasonable 
explanations they will face a risk of decreased trust on the market (SOU, 2004:130). 
Strenger (2004) states that any deviations from the code will destroy the rumour of 
the company in the capital market. He further claims that it shall be in the best inter-
est of the companies to keep the deviations to a minimum (Strenger, 2004).   

2.4.2 Nomination committee 
The nomination committee has its origin in the Anglo-Saxon system of corporate 
governance. In the past, the management had an impact of the board through decid-
ing which members that would be part of the board. One of the board’s tasks was to 
control the management and the dependence issue was then in focus. By establishing 
a nomination committee the nomination process of the board is not integrated with 
the management. The purpose with the nomination committee is not to change the 
structure of responsibility between the parties of the governance system, but to give 
the shareholders the chance to influence the company.  

The Code Group states the importance to be flexible when it comes to appointing 
the nomination committee. The shareholders’ meeting can appoint the nomination 
committee which leads to that all shareholders get the opportunity to participate in 
the decision process of the committee. However, the bodies to which the proposed 
measure is referred for consideration1 state that it will take an unnecessary long time 
before all members in the committee are appointed if the shareholders are going to 
decide about the committee’s composition. The Code Group has therefore intro-
duced another alternative of appointing the nomination committee which implies 
that the shareholders’ meeting can decide a procedure about how the nomination 
committee will be appointed and establish the criteria about the qualifications of the 
members (SOU, 2004:130).   

One of the nomination committee’s tasks is to appoint the board of directors. The 
committee must give comments about the members of the board whether they are 
independent or not to the company, the management and to the big shareholders. 
Another task is to appoint the auditors, which leads to increased demand on the 
committee’s competence and additional work than when the committee is appointing 
the members of the board. The nomination committee is then very dependent on the 
possible audit committee as providers of information, which the nomination com-
mittee can base its decision on. The Code Group has given an alternative that the 
company can appoint a special nomination committee every fourth year when the 
company has to choose auditors. However, the demands on the additional committee 
that will appoint the auditors are the same as on the regular committee (SOU, 
2004:130).   

The purpose with the nomination committee is to improve the nomination of the 
board by being more open with the proposals of the board members and to establish 

                                                
1 See appendix 1 for a list of the consultees 
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a committee where the shareholders can mediate their opinions (Danielsson, Endre & 
Engström, 1998).  

2.4.3 Board of directors 
The Code Group wants to follow the commission of the European Union’s recom-
mendation about the independence issue of the board towards the company. The ma-
jority of the board should be independent towards the senior management. In order 
to be independent the CEO of the company should not be a member of the board 
and the members of the board should not be employed by the company (SOU, 
2004:130). 

The chairman of the board shall be elected by the shareholders’ meeting, which leads 
to a change in many companies where the chairman of the board has been elected by 
the board itself. However, the reason why the shareholders will elect the chairman is 
due to the importance that the chairman of the board has. The Code Group states 
that it is the shareholders’ task to elect the chairman because the election of the 
chairman is one of the most important decisions of corporate governance. The pur-
pose is to increase the shareholders’ influence on the corporate governance (SOU, 
2004:130).    

2.4.4 Audit committee 
The board shall implement an audit committee, except those companies with smaller 
boards where the board can do the necessary tasks that otherwise would be done by 
the audit committee. The increased interest for implementing an audit committee 
during the last years together with the development of audit committees abroad 
makes it natural that Swedish companies also implement an audit committee (SOU, 
2004:130). The purpose with audit committees is to improve the communication be-
tween the board and the company’s auditors. The board shall be able to meet the 
auditors without the participation of the management of the company (Danielsson et 
al., 1998).  

The audit committee will evaluate the auditors, which will imply a change for many 
companies where the senior management has had this task before. The evaluation 
which is performed by the audit committee will help the nomination committee 
when they suggest auditors. The audit committee will therefore support the nomina-
tion committee in suggesting auditors and remuneration to the auditors (SOU, 
2004:130).  

2.4.5 Senior management 
Companies with larger boards must implement a remuneration committee, which is 
an adjustment to the EU-committee’s recommendations. However, there is an excep-
tion for companies with small boards, where the board can fulfill the tasks of the re-
muneration committee (SOU, 2004:130).  

The shareholders’ meeting must approve remunerations to the senior management, 
which is highly criticized from many authorities as for example The Confederation 
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of Swedish Enterprise. The critics state that the flexibility of the remuneration issues 
is decreased if the shareholders must decide in this issue (SOU, 2004:130).  

2.4.6 Reports of corporate governance 
The companies must attach a special report about its corporate governance, where it 
should describe how the company has adjusted to the code and which rules that the 
company does not comply with. The purpose with the report is not to create an ex-
tensive administrative report and if the company is already describing the informa-
tion in its annual report it does not have to describe it again. The auditors do not 
have to reveal a report of the corporate governance (SOU, 2004:130). 

Another report that the company has to disclose in addition to its annual report is 
the board’s report about the internal control. For those companies that do not have 
an internal audit, the company must every year evaluate and motivate the need for 
this type of function. The rules about the internal control and the internal audit are 
adjustments towards the international standards. The auditors also have to disclose an 
audit report of the internal control. These types of disclosure reports are not regu-
lated by law and it is therefore important that the Swedish Code of Corporate Gov-
ernance implement a requirement to disclose these reports (SOU, 2004:130).   

2.5 Effects with codes of corporate governance 
The development of different codes of best practices in different countries, have in-
creased the focus on corporate governance and made it to an important topic 
(Coombes & Chiu-Yin Wong, 2004). However, there exist both positive and negative 
effects with the codes of corporate governance.  

Negative effects with the codes of best practices are that they imply heavy costs, that 
they destroy the traditions of the companies, that they are complicated and too de-
tailed (Nilsson, 2005;Coombes & Chiu-Yin Wong, 2004). According to the audit firm 
KPMG (2005), many companies have realized the benefits of implementing the Swed-
ish Code of Corporate Governance but they are still hesitating to take any actions. 
Even though compliance with the code will give the owners and other stakeholders a 
positive view of the company, they are concerned about the costs of implementing 
for example new committees. The companies are also worried that working with the 
code will take time from other important business areas and that the code will create 
a bureaucratic system.  
 
According to Myren (2004), the management of the company has to be able to ex-
plain how the internal control is working in the company and most of the time, the 
internal control is based on information systems. When Sarbanes-Oxley was imple-
mented in the Unites States, it led to big costs for the companies in order to make 
their information systems work. If the Swedish companies do not already have a sys-
tem that can handle the internal control, it will lead to great costs to implement these 
functions.  
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The code will according to Brännström and Malmeby (2004) imply that the responsi-
bilities of the different functions within the companies will be more specified. The 
code will also lead to a strengthened confidence for the listed companies as well as 
other companies that have decided to follow the code. However, it is important that 
there will be an effective control of how well the companies can live up to the rules 
of the code. Forseke (SOU:2004:46) states that a Swedish Code of Corporate Gov-
ernance is a good initiative and that improved corporate governance can increase the 
confidence for Swedish companies both nationally as well as internationally. Forseke 
(SOU 2004:46) continues by declaring that an effect of increased confidence could 
make it easier for the companies to attract capital.  
 

2.6 Hypotheses development 
As stated above, not much research has been done about the relationships between 
company characteristics of industry type and audit firms and different compliance 
rates with codes of corporate governance. However, there exists more research about 
the relationship between company characteristics and corporate governance in gen-
eral. The authors have taken this type of research and research about corporate gov-
ernance codes into account, when formulating their hypotheses.  

2.6.1 Company characteristics from prior studies 

2.6.1.1 Company size 

Company size has an impact on the attitudes of corporate governance according to 
Jackson (2001). Smaller companies do not consider governance as an important de-
terminant of success, while larger companies in general have a more positive attitude 
towards reforms in the governance structure (Jackson, 2001).  

Werder et al. (2005) made a study about the compliance rate of the German Corpo-
rate Governance Code, which is also based on the principle “comply or explain” and 
state that company size is positively associated with compliance with the code. This is 
also supported by Mallin and Ow-Yong (1999, cited in Ow-Yong and Guan, 2000) 
who state that small listed companies do not comply with the Cadbury code. The 
reason, they stated, was due to the fact that smaller companies thought that compli-
ance led to increased cost without any major benefits (Mallin & Ow-Young, 1998, 
cited in Jackson, 2001). Dedman (2000) who investigated the compliance with the 
board composition in the Cadbury Report did also find evidence that company size is 
positively related to compliance of the code. The reason Dedman (2000) states, may 
be that larger companies do not suffer from great compliance costs. She also claims 
that the attention is extensive on larger firms who are constantly revised by the pub-
lic. Larger firms are therefore more likely to suffer from bad publicity if they do not 
comply with the code (Dedman, 2000). Size is according to Watts and Zimmerman 
(1990) a factor related to political attention.   

Werder et al. (2005) do also mention the association between company size and the 
low level of compliance when it comes to the composition of the board. There are 
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extensive demands on the members of the board both in the Swedish Code of Corpo-
rate Governance (SOU, 2004:130) (see 2.4.3) and in the German Corporate Govern-
ance Code (Werder et al., 2005).  Some firms may reject the extensive requirements of 
the board due to the difficulties that smaller companies have with attracting board 
members.  

Clifford and Evans (1996) made a study about the compliance of the Australian Cor-
porate Governance Code and concluded that larger companies are more likely to es-
tablish an audit committee and a remuneration committee. Smaller companies may 
not have enough people to form these types of committees and might not be moti-
vated to invest their scarce resources in establishing the committees. The first hy-
pothesis is therefore: 

H1: There is a positive association between company size and preparation of compli-
ance with the Swedish Code of Corporate Governance. 
 

2.6.1.2 Cross listings 

Cross listing is according to Wójcik et al. (2004) one way of globalization. One of the 
certain motives with cross listing is to get access to capital. Wójcik et al. (2004) exam-
ined the relationship between cross-listing and corporate governance of European 
companies between 2000 and 2003. They found that foreign companies with higher 
corporate governance ratings were cross-listed on the US stock exchange. This may 
be due to the increased attention on corporate governance through the implementa-
tion of the Sarbanes-Oxley Act. Companies that are listed at other markets are inter-
ested in foreign capital and in order to attract capital they need to meet the require-
ments of the suppliers of capital (Cooke, 1989). Multiple listed corporations face 
greater pressure from their different investors than corporations only listed domesti-
cally (Meek, Roberts & Gray, 1995). Therefore the authors state the following hy-
pothesis: 

H2: There is a positive association between cross listing and preparation of compli-
ance with the Swedish Code of Corporate Governance. 

2.6.1.3 Ownership concentration 

Ownership by institutional investors has a lower barrier of action and may therefore 
easier monitor corporate board activities (Black, 1992, cited in Frankforter, Berman 
& Jones, 2000). High levels of institutional ownership are according to Davis (1991, 
cited in Frankforter et al., 2000) associated with high levels of adoption rates. Institu-
tional shareholders are under pressure to use their voting rights in order to support 
good corporate governance. Institutional investors shall use their voting power to en-
sure an implementation of the requirements in the Combined Code (Jackson, 2001). 
Voting levels of institutional shareholders have increased during the last years. If 
companies then have institutional shareholders as large investors in their company, 
the firm’s costs of noncompliance are greater than if no institutional shareholders are 
involved in the company (Dedman, 2000). The authors do therefore state the follow-
ing hypothesis: 
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H3: There is a positive association between institutional investors and preparation of 
compliance with the Swedish Code of Corporate Governance.  

2.6.1.4 Board size 

Fama & Jensen (1983) describes the role of the board as monitoring the top-level de-
cision managers for the shareholders. The number of board members has an impact 
on the monitoring of the board. A board with a great number of members may have 
poorer communication and slower decision-making (Lipton and Lorsch, 1992; Jen-
sen, 1993, cited in Andres et al., 2005; Yermack, 1996). The performance of smaller 
boards is better than larger boards.  A board with a smaller number of members is 
more efficient according to Yermack (1996). The productivity of the board declines as 
the boards get large according to Jensen (1993, cited in Yermack, 1996). Yermack 
(1996) concluded that small boards can more efficiently monitor the management.    

The board has many responsibilities to undertake in the Swedish Code of Corporate 
Governance and based on the discussion above, one can assume that the board has 
more difficulties to carry out all the requirements in the code if the board size is 
large. Therefore the authors state the following hypothesis:  

H4: There is a negative association between board sizes and the preparation of com-
pliance with the Swedish Code of Corporate Governance.  

2.6.1.5 Industry type 

The term industry type is according to Naser, Al-Khatib and Karbhari (2002) the 
kind of business that a company is working in. In their study, Naser et al. (2002) used 
two industry types, namely service and manufacturing. They state that companies 
working in the service industry tend to have fewer assets and lower turnover while 
the manufacturing industry is larger and requires more capital which it borrows from 
banks or acquires from stock exchanges. In order to receive more financing the 
manufacturing companies tend to hand out more information. To be able to hand 
out information about the company’s corporate governance, it needs to revise its 
corporate governance system. It can therefore be assumed that manufacturing com-
panies are more likely to work with corporate governance in order to receive more 
financing. The hypothesis is therefore:   

H5: There is a positive association between industry type and preparation of compli-
ance with the Swedish Code of Corporate Governance. 

2.6.1.6 Audit firms 

The size of the audit firm is often used as a measurement of audit quality among re-
searchers (Naser et al., 2002). Naser et al. (2002) divided the audit firms into two cate-
gories: large audit firms that have international affiliations and smaller audit firms. 
They continue by claiming that large audit firms i.e. the Big Four have to protect 
their credibility and their audit quality. The firms with international affiliations have 
the ability to use experts to a greater extent than smaller audit firms  (Naser and Al-
Khatib, 2000, cited in Naser et al., 2002) and Naser et al. (2002) therefore assume that 
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larger audit firms can offer their clients better auditing quality than smaller audit 
firms. Dedman (2002) states that companies that have auditors from large audit firms, 
are more likely to implement audit committees. It can therefore be assumed that 
companies with larger audit firms tend to comply to a larger extent due to the as-
sumed ambition for larger audit firms to perform a higher audit quality and thereby 
have an impact on the compliance rate among companies. Therefore the authors state 
the following hypothesis: 

H6: There is a positive association between large audit firms and preparation of com-
pliance with the Swedish Code of Corporate Governance.    
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3 Method 
In this chapter the authors explain the chosen method in order to ascertain the empirical 
results. The authors describe the respondents that conducted the questionnaires and the ones 
that were interviewed in order to fulfill the purpose. Lastly, the authors evaluate the valid-
ity and reliability of their study. 

3.1 Quantitative and qualitative method 
According to Lundahl and Skärvad (1999) trying to appraise the future can be done 
by using a quantitative method and making forecasts or surveys etcetera. The authors 
have decided that the best way to examine the first problem of this thesis, which is to 
find out to what extent Swedish companies prepare to comply with the code or are 
complying today, is to use a quantitative method. The authors made a survey in or-
der to find out to what extent the companies prepare to comply with the code, which 
according to Lundahl and Skärvad (1999) is part of a quantitative method. More in-
formation about the survey will be described below.  

To answer the second research question, why companies prepare to comply to differ-
ent degrees, hypotheses have been stated which is part of a quantitative method. 
However, the authors have also made a qualitative study in order to further answer 
their second research question. The qualitative study involves interviews and has 
been made in order to follow up on the survey. The authors wanted to receive a 
deeper understanding of the subject than what can be received from the survey. Ac-
cording to Lundahl and Skärvad (1999) the purpose of a qualitative study is to under-
stand and analyze groups or individuals to find out how they perceive themselves and 
their surroundings. The authors do therefore believe that a qualitative method is a 
suitable complement for their second research question with the purpose to under-
stand how different groups experience the same issue in a different way.  

3.2  Deductive and inductive approach 
According to Saunders, Lewis and Thornhill (2003) making hypotheses and testing 
them are parts of a deductive research. The deductive research is to many seen as a 
scientific research as it involves developing a theory and then testing it deeply. In or-
der to make a scientific research the researchers have to be independent of what they 
see and the method used should be highly structured to make it easy for other re-
searchers to perform a similar study. Eriksson and Wiedersheim-Paul (1999) also 
claim that conclusions about real life can be drawn by a hypothesis-deductive method 
where hypotheses are tested and rejected or accepted. Due to the fact that the authors 
tend to base parts of their empirical observations on hypotheses from prior studies 
about corporate governance, a deductive approach will partly be used.  

However, to get a deeper understanding of the topic, the authors have chosen to use a 
qualitative method and make interviews which according to Patton (2002) is based 
more on an inductive logic. The inductive analysis starts with observations that are 
used further to build general patterns. The inductive approach contrasts with the hy-
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pothetical-deductive approach where the theory has to be stated before any data can 
be collected.  

The authors of the thesis have therefore used a hypothesis-deductive approach for 
parts of the thesis but have also used an inductive approach. After conducting the in-
terviews the authors were able to find other suitable theories to use in the analysis. 
According to Patton (2002), the deductive and the inductive approach are often com-
bined and an investigation can include both of them. A combination of the deductive 
and inductive approach has therefore been used in this thesis.   

3.3 Investigated companies 
When the authors started to work with the thesis it was not specified exactly which 
companies that have to follow the code but the companies on the A-list on the 
Stockholm Stock Exchange and the large companies on the O-list were the ones that 
was expected to start implementing the code. The authors therefore started to inves-
tigate the companies on the A-list and the companies on the O-list Attract 40. How-
ever, a few foreign companies are listed on the Stockholm Stock Exchange and are 
not yet obliged to implement the code. In order find out which companies on the 
Stock Exchange that are foreign, the authors called Stockholm Stock Exchange and 
received a list of the foreign companies. The foreign companies do not have to im-
plement the Swedish Code of Corporate Governance, but instead the code in their 
home country. After investigating the business paper “Privata Affärer”, the authors 
found that there were a total of 99 companies on the A-list and O-list Attract 40 that 
were expected to implement the code. 

However, in the beginning of April the Stockholm Stock Exchange made a press re-
lease stating that the companies that have to implement the code are the ones one the 
A-list and the ones on the O-list with a market value exceeding 3 billion SEK. The 
authors did therefore investigate which companies that had a market value over 3 bil-
lion SEK and found this information on the website of the Stockholm Stock Ex-
change. In addition to the 99 companies that were expected to implement the code, 
18 more companies should implement the code. This gives a total of 117 companies 
that should implement the Swedish Code of Corporate Governance.  

In order to find the right people to answer the survey about the Swedish Code of 
Corporate Governance, the authors made telephone calls to the 117 companies and in 
cases where the most suitable person could not be found by telephone, e-mail were 
sent to reach those persons. The survey was mostly sent out to the companies’ corpo-
rate lawyers, but in cases where the companies did not have any corporate lawyers, 
the board of directors, the Chief of Financial Offices or other people knowledgeable 
within corporate governance were given the opportunity to answer the survey. 
However, after gathering information about the right people to send the survey to, 
the authors were not able to send an e-mail to six of these persons due to problems 
with their e-mail addresses. The authors did therefore end up with a total of 111 com-
panies that have taken part of the empirical work.  
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3.4 Surveys 
A survey is according to Lundahl and Skärvad (1999) a non-experimental study and 
the information collected through a survey should be standardized. This means that 
the respondents should answer the same questions which in turn will lead to good 
conditions to analyze the answers given in the survey. According to Sekaran (2003) a 
survey is a number of questions that are formulated and written down in advance. 
When making the survey the authors have observed the company Doro AB’s descrip-
tion of compliance or explanations of the code. Doro AB early started to work with 
the code and published a document on their website, showing which parts of the 
code that Doro AB complies with and which parts they have chosen to explain (see 
appendix 2). The authors could hereby gain an understanding of what parts of the 
code that might be more difficult to comply with. The authors then developed ques-
tions by examining the Swedish Code of Corporate Governance carefully with the 
understanding of the areas where Doro had difficulties to comply in mind.  

The authors made a survey consisting of standardized questions, in terms of “yes” or 
“no”, in order to be able to analyze the answers (see appendix 3). After having con-
structed the survey, the authors examined the companies’ websites and annual reports 
in order to see whether there was any information that the authors asked for in the 
survey that could be found on the website or in the annual report. The authors found 
answers to some of the questions in the survey and the information received from the 
annual reports and websites was coded with number 1 for compliance with the code 
and number 0 for explanation of the code. More information about the coding will 
be described below.  

The authors did thereafter divide the companies into three different groups depend-
ing on their compliance rate assessed by the information found by the authors them-
selves. One group of companies, where no answers to the questions could be found 
on the website or in the annual report, was developed. Another group where only a 
little information could be found and the last group with more information disclo-
sure were developed. The authors thereafter decided to make three different surveys. 
The authors assumed that companies that have much information available on the 
website would be more likely to answer the survey if they did not have to answer 
questions where the information obviously could be found on their website or in 
their annual reports.  

The first survey consisted of all questions (27) and was sent to the companies where 
no information could be found on the website. Some companies revealed in their an-
nual report or on their websites that they had an audit committee and a remunera-
tion committee and the questions concerning these committees could therefore be 
removed from the survey sent to the second group. The second survey did therefore 
end up with 23 questions and was sent to the companies in the second group. The au-
thors found information that all companies in the last group have a nomination 
committee, audit committee and remuneration committee and did therefore remove 
seven questions from the first survey. The third survey did therefore end up with 20 
questions that was sent to companies in the third group.  
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3.4.1 E-mail surveys 
The advantages and disadvantages that will be described below are theories about 
sending surveys by mail. However, in this thesis the surveys are sent by e-mail. The 
authors do however assume that the stated advantages and disadvantages of sending 
questionnaires by regular mail are the same as when sending them by e- mail.  

The main advantage of sending the survey to respondents by mail is that companies 
located in different parts of a country can be part of an investigation. Handing out 
the surveys personally does not give the same opportunity to cover a large geographi-
cal area. Another advantage is that the respondents can decide themselves when they 
have the time and possibility to answer the survey (Sekaran, 2003). As the authors 
have chosen to send the survey to the 111 companies that shall follow the code, an e-
mail survey has been chosen as the companies are situated in different parts of Swe-
den. Handing out the survey personally would in this case be too costly and time-
consuming.  

Surveys can according to Sekaran (2003) consist of either open-ended questions or 
closed questions. In a survey with closed questions the respondents are asked to 
choose among alternatives that are stated by the researcher. The closed questions also 
make it easier for the respondents to make a quick decision by choosing the best al-
ternative. The different surveys used, consisted mainly of closed questions with only 
two alternative answers, “yes” and “no”. To use closed question also makes it easier 
for the researcher to code the answers to make analyses according to Sekaran (2003). 
The authors have coded the answer of the respondents which further is described be-
low. The survey consisted of 26 closed questions divided into five different areas con-
cerning the different requirements of the code. The areas investigated were; the 
shareholders’ meeting (question 1), nomination committee (question 2-9), board of 
directors (question 10-21), company management (22-24) and information on corpo-
rate governance (question 25-26). However, one open-ended question was used in the 
end of the surveys in order for the respondent to give his or her opinion or to clarify 
some answer of their choice (see appendix 3). 

However, mail surveys seem to have a low frequency of response and a 30% rate of 
response is seen as acceptable according to Sekaran (2003). Another disadvantage is 
that the respondents don’t have the possibility to clear any doubts that may occur 
when answering the survey (Sekaran, 2003). To make it easier and less time-
consuming for the respondents to answer the survey and thereby increase the fre-
quency of response, the survey was connected to a database that in turn was con-
nected to a website. The e-mails sent contained a link to the website where the re-
spondents easily could get hold of the questions. The respondents could after entering 
the website, answer the questions by easily putting a mark in the “yes” or “no” 
square. This means that the respondents did not have to save the survey and attach 
the document when they had answered the questions. The authors thereby hoped 
that the frequency of response would be higher if the respondents did not have to 
save the survey before sending it.  

To increase the frequency of response Sekaran (2003) suggests that a follow-up mail 
should be sent. The authors followed Sekaran’s (2003) advice and decided to send fol-
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low-up e-mails to the respondents. After having sent the different surveys to the dif-
ferent groups, the companies were given a few days to answer the survey and after 
that a follow-up e-mail was sent. According to Sekaran (2003) a 30% rate of response 
is acceptable, as written above. The authors received 42 answers out of the 111 sur-
veys sent. The rate of response is 37, 8% which therefore is acceptable according to 
Sekaran (2003).  

Three companies did only answer a few of the questions in the survey and they can 
therefore not be used in the empirical study. In order to carry out the hypothesis test-
ing, the names of the companies need to be known to be able to conduct the hy-
potheses where the compliance rate of the companies should be compared with the 
variables described below. However, three of the companies that answered the survey 
did not state their name and the authors did therefore exclude these companies totally 
from the empirical study. The amount of companies that can be used in the analysis 
of the first research questions, that is, the degree of compliance rate is therefore 36. 
The authors could not find information about some variables needed for testing the 
hypotheses for 2 of the 36 companies and the amount of companies used in the hy-
pothesis testing is therefore 34.   

3.4.2 Coding of data  
When collecting quantitative data, a measurement has to be made which means that 
the subjects that are studied have to have a numerical value. The answers that come 
from the respondents have to be applicable on a scale that can be read in figures (Patel 
& Davidsson, 2003). According to Norusis (2002) there are four scales on which the 
data can be measured and these are the nominal, ordinal, interval and ratio scale. The 
data that are measured on a nominal scale cannot be ranked from for example small-
est to largest and the scale is only used for identification. In the surveys, the authors 
asked questions where the answers only could be “yes” or “no” and used a dichoto-
mous procedure converting “yes” and “no” into the number of 1 or 0. The numbers 
of 1 and 0 are called dummy variables. These figures cannot be ranked in any way 
and the nominal scale is therefore used to measure the data that the authors collected 
from the survey.  

As stated above, the answers from the respondents have to be coded into figures 
(Patel & Davidsson, 2003). The purpose of the survey is to examine to what extent 
the Swedish companies prepare to comply with the code and the answers consist of 
“yes” or “no”. However, if a company answers “yes” to a questions it does not mean 
that it complies with that requirement of the code as some of the questions are for-
mulated so that the answer “no” means compliance with requirement of the code. 
The reason why not all “yes-answers” mean compliance with the code is that the au-
thors wanted to avoid asking leading questions.  This means that the option of coding 
all yes answers with number 1 is not applicable. Therefore the authors have chosen to 
give the answers that mean that the requirement of the code is complied, the number 
of 1 and the answers that mean that the code is explained the number of 0. In other 
words, compliance with the requirement of the code is given the number 1 and ex-
plaining the deviations of the requirement is given the number 0. The numbers 0 and 
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1 do not have any real value other than to divide the respondents into two different 
categories. The information that can be developed from using a nominal scale can 
then be calculated and give a result computed in percent (Sekaran, 2003). After coding 
all answers into the numbers of 1 or 0, the authors calculated the compliance rate for 
each company in percent. 

The authors thereby used a quantitative method to answer their first research ques-
tion and hypothesis testing together with qualitative interviews to answer the second 
question. In order to use a quantitative method, statistical tools have been used while 
the qualitative method is carried out by making interviews. According to Lundahl 
and Skärvad (1999), quantitative investigations that have the purpose to explain, often 
involve testing hypotheses.  

3.5 Hypothesis development 
Lind, Marchal and Mason (2001, p 336) define a hypothesis as “a statement about a 
population parameter developed for the purpose of testing”. Testing the hypothesis there-
fore starts by making a statement and then using data to check the reasonableness of 
the hypothesis. When testing the hypothesis, either the whole population is used or a 
sample of the population has to be selected. When having decided how many compa-
nies to use, a calculation of the statistics has to be made and based on different deci-
sion rules, the hypothesis can then be accepted or rejected (Lind et al., 2001).  

Robson (1993, cited in Saunders et al., 2003) explains that there are five stages when 
testing a hypothesis. Lind et al. (2001, p 336) also describe a five step procedure for 
testing a hypothesis and when the fifth step is reached, the hypothesis can be rejected 
or accepted The authors have followed the steps developed by Lind et al. (2001) when 
developing their hypotheses.  

Step 1  Step 2  Step3  Step4  Step5 

 

 

 

Figure 3-1 Five-step procedure of testing a hypothesis  

3.5.1 State null and alternative hypotheses 
The first step is to state the hypothesis that is going to be tested and this statement is 
called the null hypothesis and is written H0 . The purpose of the null hypothesis is to 
test the statement and the result is either to reject or accept the null hypothesis. The 
null hypothesis is only rejected if the data used can prove that it is false. If the null 
hypothesis is rejected one will end up with an alternate hypothesis, written H1 . The 
alternate hypothesis is also called the research hypothesis and is only accepted when 
the null hypothesis is proven to be false (Lind et al., 2001). The authors have investi-
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gated corporate governance theories deeply in order to arrive at testing six hypothe-
ses, stated in the frame of references. 

3.5.1.1 Chosen factor variables 

In order to conduct the hypotheses, the authors needed to find out information about 
the six factor variables for each company.  

Company size 

The authors have used the companies’ net turnover to represent company size. It is 
the net turnover for 2004 that has been used and the authors have analyzed the net 
turnover for the whole group. The net turnover was in all cases disclosed in the com-
panies’ income statements.  

Cross listings 

A company’s shares are cross listed if they are listed on any other stock exchange 
than the Stockholm Stock Exchange. The company received the number of 1 if it was 
listed on another stock exchange than Stockholm Stock Exchange and a number of 0 
if it was not. The number of 1 and 0 is measured on a nominal scale and are so called 
dummy variables. In many cases, the company revealed this information in their an-
nual report under the section about its shares. In cases where the companies did not 
reveal any information about its shares or when the authors were not completely 
sure that the shares were listed on any other stock exchange, the authors made tele-
phone calls in order to find this information. 

Ownership structure 

The variable ownership structure constitutes of how much of the capital stock that 
are owned by institutional owners. The authors have therefore examined the owner-
ship of the capital stock, not how much the owners control the company through 
votes. Ownership structure is calculated in percent, which is measured on a ratio 
scale. The information about the ownership structure was often disclosed in the 
companies’ annual reports or at the companies’ websites. However, if the companies 
did not disclose this type of information the authors made telephone calls to the 
companies in order to find this information.   

Board size 

Board size is determined by the number of people that constitute the board of the 
company. The authors have only taken the permanent directors, including the secre-
tary of the board, into account when conducting their regression analysis. The dep-
uty members and the honor directors are therefore not included in the analysis. In all 
cases, the sizes of the boards were found in the companies’ annual reports.  

Industry type 

The authors have divided the companies into two different industry types, manufac-
turing and service industries. The different companies received the number of 1 or 0, 
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dependent on which category it belongs to. To find out what type of industry the in-
vestigated companies belong to, the authors examined the companies’ websites.  

Large audit firms 

The authors have chosen to use the Big 4 (Ernst & Young, Deloitte, KPMG and 
PricewaterhouseCoopers) as the definition of a large audit firm. The company re-
ceives number 1 if it has one of the Big 4 as an audit firm and number 0 if it has not. 
Which audit firm the companies have, was revealed in the auditor’s report.  

3.5.2 Select a level of significance 
The second step in the procedure is to select a level of significance which according to 
Lind et al. (2001, p 338) is “the probability of rejecting the null hypothesis when it is 
true.” The level of significance is also referred to as the level of risk as it is the risk 
taken of rejecting the null hypothesis even though it is true. What level of risk to 
choose is different from test to test but the most common level is the 5% level (0,05 
level) when making consumer research. The authors of this thesis have therefore cho-
sen the 5% level of significance for their study.  

3.5.3 Identify the test statistic 
The following step is to choose a test statistic, which is a value that is used to decide if 
the null hypothesis should be rejected or not (Lind et al., 2001). In order to find out 
whether to reject or accept the research hypothesis, that is the alternative hypothesis, 
the authors have conducted simple and multiple regressions. The authors started their 
statistical analysis by making simple regressions in order to find out if any of the 
variables involved (the independent variables) were significantly associated with 
compliance rate (the dependent variable). The test statistic that was chosen in the 
simple regression analysis is the t-statistic. After doing the simple regressions, a mul-
tiple regression was carried out to be able to reject or accept the alternative hypothe-
ses. At this stage the F-statistic was used.     

3.5.4 Formulate a decision rule 
The fourth step in the procedure is to state a decision rule to specify the conditions 
when the null hypothesis should be rejected and the conditions where it should not 
be rejected. The point between the area where the null hypothesis is rejected and the 
area where it is not rejected is called the critical value. When using a significance level 
of 5% means that the probability that H0 is true is 95% (Lind et al., 2001). The au-
thors have used a 5 % level of significance which indicates that the authors can be 95 
% sure that their results are true.  

3.5.5 Take a sample, arrive at a decision 
The final step in testing the hypothesis is to arrive at a decision, that is, to examine 
the test statistic and then comparing it with the critical value. After a comparison has 
been made, a decision about whether to reject the null hypothesis or not to reject can 
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be made. There is however always a risk that the null hypothesis is rejected when it 
should be accepted due to Type I error (Lind et al., 2001).  

Before conducting the regression analysis, the authors tested if the assumptions 
needed for testing regression hypotheses were valid. All tests were performed using 
the statistical program, SPSS 11,5. The first assumption is that the independent and 
dependent variables should be linearly related and this assumption was tested through 
scatter plots. The errors should be independently related which is an assumption 
tested through conducting a Durbin-Watson test, which is a test conducted in order 
to detect any autocorrelation between the errors. The third assumption of constant 
variance implies that the variance shall be the same for all values of the independent 
variables. This assumption is tested through a detrended normal Q-Q-plot of the 
standardized residuals, where the residuals should be randomly scattered around zero 
if there the variance is the same for all values of the independent variables. Lastly, the 
distribution of the standardized residuals should be normal, which was tested 
through a Q-Q-plot of standardized residuals. The residuals should here fall on a 
straight line if normality exists. More about these tests will be described in the section 
of the empirical findings.   

The authors did, as stated above, start to conduct simple regressions in order to find 
out whether there exists a relationship between compliance rate and any of the de-
pendent variables. The simple regression analyses were made in SPSS 11, 5, where the 
authors calculated the t-statistic and then compared this with a critical value at a 5 % 
level of significance. The authors did also observe the p-value in order to be really 
sure that the research hypothesis is true or not. The F-statistic in the multiple regres-
sion analysis was also computed using SPSS 11,5 and was thereafter compared with a 
critical value at a level of significance of 5 %. In order to be really sure of rejecting or 
accepting the alternative hypothesis, the p-value was also observed.   

3.6 Interviews 
To follow up on the results from the survey the authors have chosen to make inter-
views with five companies to get a deeper understanding of why they have chosen to 
prepare to comply with the code to a certain degree. To be able to get a deeper un-
derstanding of why different companies prepare to comply to different degrees, the 
authors wanted to interview companies that received different compliance rates in the 
survey. The desire was to interview companies that prepare to comply with the code 
to a large extent, companies that prepare to a low degree and one company that has a 
market value below 3 billion SEK and does therefore not have to implement the 
code, but prepares to comply to a large extent anyway. The authors got three inter-
views from companies that comply with the code to a large extent. However, the au-
thors faced great problems with getting companies to participate that comply with 
the code to a low degree. Finally one company that does not prepare to comply to a 
large extent as the other three, agreed to be interviewed. The authors did also inter-
view a company with a market value below 3 billion SEK, which is not yet required 
to implement the code. Totally, the authors made five interviews. The companies 
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that agreed to be interviewed were SCA, Capona, Investor, JM and “company X”.2 
SCA, Investor, JM and “company X” are all listed on the A-list. Capona however, has 
a market value below 3 billion SEK and is listed on the O-list “Attract 40”.  

Interviews can be made in several different ways and the questions can be more or 
less standardized depending on the result that the researcher is trying to attain. It is 
also possible when making an interview to mix standardized and non-standardized 
questions, so called semi-standardized questions. Semi-standardized questions are de-
termined in advance but the researcher has the possibility to ask follow-up questions 
in order to receive more information (Lundahl & Skärvad, 1999). The purpose with 
the interviews was to find additional reasons why companies comply to different de-
grees and the authors did therefore chose a semi-standardized interview (see appendi-
ces 4 and 5). This type of interview makes it possible for the authors to receive an-
swers to the same questions by following an interview guide but at the same time give 
the respondents the possibility to further develop their answers. The authors wanted 
the respondent to be able to talk freely about the subject and not feel hindered by 
fixed alternatives of answers.  

The authors made telephone interviews where both of them were able to listen to the 
respondents answering even though only one asked the questions. There are accord-
ing to Eriksson and Wiedersheim-Paul (1999) several advantages by making inter-
views by telephone and one of them is that the frequency of response is high. It does 
not take a long time which means that the respondent is more willing to be part of 
the interview. Another advantage is that the interviewer can ask follow-up questions 
if necessary. The authors chose to make telephone interviews due to the aspect of 
time but also based on the low cost that telephone interviews bring compared with 
visiting interviews. There are however some disadvantages with this way of conduct-
ing an interview that the authors are well aware of. It can be difficult to ask sensitive 
and complicated questions (Eriksson & Wiedersheim-Paul, 1999). Due to the higher 
participation rate among companies when conducting a telephone interview, the au-
thors decided to make telephone interviews in order to answer their second research 
question. 

3.7 Reliability 
According to McBurney and White (2004) the reliability can also be defined by the 
measuring instrument’s ability to give the same result when tried on a different occa-
sions. Other researchers should get the same result if carrying through a similar in-
vestigation (Eriksson & Wiedersheim-Paul, 1999). 

3.7.1 Quantitative study  
If the survey is conducted on another occasion there is a possibility that other people 
will answer the survey which might lead to a different result than the one concluded 
                                                
2 One of the interviewed companies wanted to be anonymous and the authors have therefore chosen 

the name “company X” to represent this company.  
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by the authors. However, in order to increase the reliability of the survey, the au-
thors contacted people knowledgeable within the Swedish Code of Corporate Gov-
ernance to answer their survey.  

According to Lundahl and Skärvad (1999) it is important for the coding to be of high 
quality and a measurement of this is the code reliability which should be high for the 
best result. The coding of the answers should not depend on who is making the cod-
ing and a way to get high code reliability is to have two persons coding the same an-
swers independently and then compare the coding results with each other. As the au-
thors have coded the answers from the survey into the numbers of 1 and 0 the risk of 
coding errors is something that the authors have considered carefully. To decrease the 
risk, both authors have individually coded the answers and then compared their cod-
ing results in order to arrive at a common conclusion.  

3.7.2 Qualitative study   
Saunders et al. (2000) state that different answers can be received depending on when 
an interview is made and that there is a risk that the respondents have been affected 
by different people and therefore not are neutral in their answers. In order to de-
crease the risk of getting a defective interview, the respondents have decided them-
selves the most suitable time to be interviewed. The authors faced the risk of receiv-
ing answers from the respondents that advertise how well they are complying with 
the code. In order to avoid these types of answers, the authors assured the respon-
dents anonymity before conducting the interviews. The reliability of the answers 
does therefore increase. After the interviews the authors did however ask the respon-
dents if they had a desire to be anonymous or not, due to the fact that the authors be-
lieve that non-anonymity gives a higher value for the thesis in this case.   

The people carrying out an interview can interpret the answers in different ways and 
the interpretation by the researchers may not be what was meant by the person being 
interviewed (Saunders et al., 2000). The authors have made telephone interviews 
which mean that the respondents could not be observed and therefore the authors 
may not have interpreted the answers in the way that the respondents meant when 
answering.   

3.8 Validity 
A good measurement has to be both reliable and valid. Furthermore it has to be reli-
able before it can be valid. Eriksson and Wiedersheim-Paul (1999) as well as Ejvegård 
(2003) define validity as the measuring instruments ability to measure what it is in-
tended to measure. 

3.8.1 Quantitative study  
Due to the fact that the authors themselves have developed the questions that will de-
cide to what extent the companies prepare to comply with the code, the outcome 
may not answer the research question. The authors may not have developed the right 
questions for the purpose of examining the degrees of preparation of compliance with 
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the code. The authors have however carefully examined the Swedish Code of Corpo-
rate Governance when developing their questions of the survey. Also, the respon-
dents that answered the survey might not have understood the questions, as the au-
thors ask the questions both in future and present terms. The authors have tried to 
clarify their survey by explaining that the respondents should answer the questions 
considering how the company is fulfilling the requirements today or will fulfill them 
by the 1:st of July 2005. The best situation had been if the companies had disclosed 
information whether they comply or explain deviations from the code. Due to the 
fact that the code is not yet completely implemented, the companies have not dis-
closed information about the compliance rate of the code to a large extent. 

3.8.2 Qualitative study  
According to Patton (1990) the instrument in a qualitative investigation is the re-
searcher. Due to this, the validity depends on the competence and knowledge of the 
researcher. As the Swedish Code of Corporate Governance is a relatively new topic, 
the authors have studied the topic carefully before making the empirical research in 
order to increase the validity. Validity is the measuring instrument’s ability to meas-
ure what is intended to measure (Ejvegård, 2003). The authors’ interview guide is de-
veloped considering different factors that could have an impact on companies’ com-
pliance rate with the code. However, when interviewing the company that does not 
comply with the code to a large extent, more sensitive questions were asked and the 
authors found that the respondent to some extent tried to avoid answering the ques-
tions directly. However, due to the fact that the authors used semi-standardized in-
terviews, the authors received answers to the sensitive questions indirectly.  
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4 Empirical findings 
Firstly, a presentation will be made of the compliance rate of the different areas regulated 
by the Swedish Code of Corporate Governance. Thereafter, the degree of preparation of 
compliance with the code among Swedish companies is stated. The results from the regres-
sion analyses, where the authors are examining which, if any, factors that have a relation 
with the degree of compliance with the code are stated. Lastly, the interviews with the dif-
ferent companies are described.  

4.1 The extent of compliance with the code 
The authors did, as stated before, receive 36 answers that could be used in the analy-
sis. As described in the method, the survey that was sent out to the companies con-
sisted of 27 questions. The questions were divided into five different areas concerning 
the different requirements of the code. The area where least of the companies comply 
with the code to a full extent is the requirements concerning the shareholders’ meet-
ing. 58 % of the companies comply with the requirements concerning the sharehold-
ers’ meeting to a full extent. The requirement that the companies have difficulties to 
comply with is the information obligation to the shareholders about their right to 
have a matter considered at the shareholders’ meeting. The area where companies 
seem to have least difficulties of complying to a full extent is the area concerning in-
formation on corporate governance. 86 % of the companies comply with the re-
quirements concerning the obligation to develop a report about the company’s cor-
porate governance and another about its internal control.  

 

Figure 4-1 Compliance rate within different areas regulated by the code 

56 % of the companies do not have an internal audit, but 65 % of these companies do 
evaluate the need for an internal audit and do therefore not deviate from the re-
quirements of the code. 28 % of the companies have not implemented an audit com-
mittee, but in 90 % of the cases, the board is performing the audit committee’s tasks. 
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Another specific requirement that 38 % of the companies do not comply with, is the 
obligation for the board to assure that the annual report is in accordance with good 
accounting practices for a stock market company. 

As could been seen in figure 4-2 below, all companies on both the A-list and O-list, 
have a compliance rate today exceeding 65 %. There are six companies that prepare to 
comply with the code to a full extent (100 %). Of those six, all but one, are listed on 
the A-list. The companies that comply or prepare to comply with the code to the 
least extent are however complying to 69,6 %. The mean value of compliance rate 
among the investigated companies is 88,49 % (see table 1).   

Descriptive Statistics 
 
  N Minimum Maximum Mean Std. Deviation 
% compliance 34 ,696 1,000 ,88491 ,088173
Valid N (listwise) 34      
   

Table 1 Statistics of compliance rates 

The degree of preparation of compliance of the Swedish Code of 
Corporate Governance among Swedish listed companies
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Figure 4-2 Compliance rate among Swedish listed companies 

It may be interesting to see how the compliance with the code is divided between the 
companies on the A- and O-list. Out of the 36 companies, 18 are listed on the A-list 
and the other 18 are listed on the O-list. Figure 4-3 below shows this deviation be-
tween companies on the A- and O-list. As can be seen in the figure the companies 
that prepare to comply or are complying with the code to the least extent (65-70) are 
the companies on the O-list. The companies that prepare to comply or are complying 
with the code to the largest extent (96-100), are mostly listed on the A-list. The mean 
value of preparation of compliance among the companies on the A-list is 92,5 % and 
the mean value of preparation of compliance with the code among the companies on 
the O-list is 85,5 %.  
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The degree of preparation of compliance with the Swedish Code of Corporate 
Governance, deviated between the companies on the A-and O-list
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Figure 4-3 Compliance rate, deviated between the companies on the A- and O-list 

4.2 Results of the regression analysis 
In order to conduct a multiple regression model, the authors first have to perform 
individual bivariate regressions to see whether there is a relationship between any of 
the independent variables and the dependent variable. However, before performing 
the linear regressions, assumptions for testing regression hypotheses must be exam-
ined in order to see that the regressions are valid.  

4.2.1 Assumptions for testing regression hypotheses 

4.2.1.1 Linearity assumption 

The first step is to calculate the relationship between the dependent and the inde-
pendent variable. In the population, the relationship between the independent and 
the dependent variable must be linear. However, the relationship between the inde-
pendent variables of industry type, audit firms and cross listing with the dependent 
variable of compliance rate is not linear, due to the fact that the variables of industry 
type, audit firms and cross listing are so called dummy variables. Dummy variables 
can only have the values of 1 or 0. When conducting scatter plots between the other 
independent variables and the dependent variable, in order to check linearity, one can 
see that the relationship between the dependent variable of compliance rate and the 
independent variable of turnover is not linear, but shaped as a curve. The first as-
sumption of linearity between turnover and compliance rate is therefore violated so 
the authors need to take the natural log of the independent variable. When trans-
forming the independent variable turnover into natural log and then conducting a 
scatter plot the relationship is linear (see appendix 6).  

4.2.1.2 Independence assumption 

When conducting a regression hypothesis, another assumption needed, is that all the 
observations are independent. The errors should be independent from observation to 
observation. A Durbin-Watson test can be performed in order to see if the observa-
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tions are correlated (Aczel, 2002). According to Norusis (2002) a rule of thumb is that 
a value of the Durbin Watson test between 1,5 and 2,5 does not lead to any problems. 
However, in order to be really sure, the authors compared their value derived from 
SPSS with a critical value of the Durbin-Watson statistics with a significance level of 
0,05. The critical values are 1,51 and 2,49 and the Durbin-Watson tests of the regres-
sion model between the dependent variable and either of the independent variables 
fall within this range, which indicates no correlation (see appendix 7).  

4.2.1.3 Constant variance assumption 

The variance of the dependent variable should be the same for all values of the inde-
pendent variable. There should not be any pattern in the data points, and the residu-
als should be randomly scattered around 0 (Norusis, 2002). If the residual variance is 
increasing or decreasing significantly, when X increases or decreases, heteroscedastic-
ity exists and the assumption of constant variance is not met (Aczel, 2002). The vari-
ance of the errors is constant in the regressions between the dependent variable of 
compliance rate and the independent variables of turnover, board size and ownership 
structure (see appendix 8).  

4.2.1.4 Normality assumption 

The distribution of the standardized residuals should be normal. To assess normality 
a Q-Q plot of standardized residuals could be made (see appendix 9). The data shall 
fall on the straight line if the data are a sample from a normal population. The Q-Q 
plots of the standardized residuals are pretty normal, because in most cases, the re-
siduals fall on the line. Norusis (2002) states that the results of the regression analysis 
will not be affected significantly as long as the assumption of normality is not badly 
violated.  

4.2.2 Simple regression I – turnover 
The t- statistic of 2,925 and p-value of 0,006 in the table below, reveal that there is a 
linear relationship between turnover and preparation of compliance with the Swedish 
Code of Corporate Governance. The estimate of the regression slope (b1) is positive 
(0,023), which indicates that it is a positive linear relation between turnover and 
preparation of compliance with the code.  
 Coefficients(a) 
 

Unstandardized Coeffi-
cients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Con-
stant) ,377 ,174  2,160 ,038 1 

turnover ,023 ,008 ,459 2,925 ,006 
a  Dependent Variable: % compliance 

Table 2 Output of the first simple regression 
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4.2.3 Simple regression II – cross listing 
The t-statistic of 2,637 and the p-value of 0,013 indicate that there exists a linear rela-
tionship between cross listing of a company and the degree of preparation of compli-
ance with the Swedish Code of Corporate Governance. The coefficient of the regres-
sion slope indicates a positive regression line (0,087) which supports the fact that 
there exists a positive linear relationship between cross listing and preparation of 
compliance with the code.  

Coefficients(a) 
 

Unstandardized Coeffi-
cients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) ,865 ,016  54,320 ,000 1 
cross-
listing ,087 ,033 ,423 2,637 ,013 

a  Dependent Variable: % compliance 

Table 3 Output of the second simple regression 

4.2.4 Simple regression III – ownership structure 
Both the t- statistic (2,063) and the p-value (0,047) arrive at the conclusion that there 
is a relationship between companies with institutional ownership and preparation of 
compliance with the Swedish Code of Corporate Governance. The coefficient of the 
slope is positive (0,118), which supports the fact that there is a positive relationship 
between institutional ownership and preparation of compliance with the code.  

 Coefficients(a) 
 

Unstandardized Coeffi-
cients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) ,821 ,034  24,146 ,0001 
ownership 
structure ,118 ,057 ,343 2,063 ,047

a  Dependent Variable: % compliance 

Table 4 Output of the third simple regression 

4.2.5 Simple regression IV – board size 
In the case, where the authors wanted to examine whether there exists a relationship 
between board sizes and preparation of compliance with the code, the t-test (1,113) 
and p-value (0,274) reveal that there is no relationship between these two factors. 
When examining the coefficient of the slope, it indicates a positive relationship 
(0,007) between the two variables. However, the authors’ hypothesis was that the re-
lationship should be negative and the hypothesis is therefore not supported.  
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 Coefficients(a) 
 

Unstandardized Coeffi-
cients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) ,815 ,065  12,617 ,0001 
board size ,007 ,007 ,193 1,113 ,274

a  Dependent Variable: % compliance 

Table 5 Output of the fourth simple regression 

4.2.6 Simple regression V – industry type 
Based on the t-test (-0,625) and p-value (0,536) below, the authors find no significant 
relationship between the industry type that the company belongs to and the prepara-
tion of compliance with the Swedish code of Corporate Governance. The estimate of 
the slope (b1) is negative (-0,019), which indicates that there exists a negative relation-
ship between the variables. The hypothesis was that there should be a positive rela-
tionship between industry type and preparation of compliance with the code, which 
is therefore not supported.  

 Coefficients(a) 
 

Unstandardized Coeffi-
cients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Con-
stant) ,896 ,023  38,977 ,000 1 

INDUSTR
2 -,019 ,031 -,110 -,625 ,536 

a  Dependent Variable: % compliance 

Table 6 Output of the fifth simple regression 

 

4.2.7 Simple regression VI – audit firms 
The t-test of 0,174 and the p-value of 0,863 below conclude that there exists no sig-
nificant relationship between companies with audit firms within the Big 4 and prepa-
ration of compliance with the code.   

 Coefficients(a) 
 

Unstandardized Coeffi-
cients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Con-
stant) ,870 ,089  9,716 ,000 1 

Audit firm ,016 ,091 ,031 ,174 ,863 
a  Dependent Variable: % compliance 

Table 7 Output of the sixth simple regression 
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4.2.8 Multicollinearity test 
Out of the simple linear regression analysis, the authors can conclude that there is a 
relationship between turnover and preparation of compliance with the code, between 
companies with institutional investors and preparation of compliance with the code 
and between cross listing and preparation of compliance with the code.  

The independent variables may be correlated among themselves, a problem which is 
called multicollinearity. When multicollinearity exists, the independent variables rob 
one another of explanatory power. A problem that multicollinearity causes is the fact 
that the standard errors of the slope estimators will be very high which affects the 
slope coefficient that will seem insignificant. The examination of multicollinearity is 
done with the independent variables that have a significant relationship with prepara-
tion of compliance of the Swedish Code of Corporate Governance.  
 
Pearson’s multicollinearity test is done between the independent variables cross list-
ing, ownership structure and turnover. If multicollinearity is a problem depends on 
the level of tolerance. Tolerance is the strength of the linear relationship among the 
independent variables. According to (Lind et al. 2001) correlation within the range of 
-0,7 and 0,7 is not a problem. As can be seen from the table below the values of the 
correlation coefficients are 0,310, 0,453 and 0,234. There are therefore no correlation 
between the independent variables that are within the values of -0,7 and 0,7. There 
does therefore exist no multicollinearity between any of the independent variables.  
  Correlations 
 

    cross-listing 
ownership 
structure turnover 

Pearson Correlation 1 ,310 ,453(**)
Sig. (2-tailed) . ,075 ,007

cross-listing 

N 34 34 34
Pearson Correlation ,310 1 ,234
Sig. (2-tailed) ,075 . ,182

ownership structure 

N 34 34 34
Pearson Correlation ,453(**) ,234 1
Sig. (2-tailed) ,007 182 .

turnover 

N 34 34 34
**  Correlation is significant at the 0.01 level (2-tailed). 

Table 8 Pearson Correlation test 

4.2.9 Multiple regression  
The null hypothesis, that is that there exists no relationship between the dependent 
variable and the independent variables, is true unless there is enough evidence to re-
ject it (Aczel, 2002). The authors do therefore want to be sure that the alternative hy-
potheses that were accepted in the simple regressions are really true, and that an ac-
ceptance of the alternative hypothesis is valid. The authors do therefore conduct a 
multiple regression analysis based on the independent variables that have a linear rela-
tionship with the dependent variable. The authors perform a stepwise variable selec-
tion (table 9 and 10), where the variables are selected in the regression model which 



 Empirical findings 

 37

best represent the true model. Out of the stepwise variable selection, one can see that 
turnover is the only variable that shows a significant association with the compliance 
rate. As could be seen in the ANOVA table below, the p-value (0,6 %) and the F test 
(8,555) reveal a significant association between compliance rate and turnover.   

 

 
Model Variables Entered Variables Removed Method 
1 

turnover .

Stepwise (Criteria: 
Probability-of-F-to-enter 
<= ,050, Probability-of-
F-to-remove >= ,100).

a  Dependent Variable: % compliance 

Table 9 Stepwise variable selection in the multiple regression 

  
 

Collinearity 
Statistics 

Model   Beta In t Sig. 
Partial Corre-

lation Tolerance 
cross-listing ,270(a) 1,567 ,127 ,271 ,7951 
ownership 
structure ,249(a) 1,574 ,126 ,272 ,945

a  Predictors in the Model: (Constant), turnover 
b  Dependent Variable: % compliance 
 

Table 10 Excluded variables in the multiple regression 

  
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression ,054 1 ,054 8,555 ,006(a)
Residual ,202 32 ,006    

1 

Total ,257 33     
a  Predictors: (Constant), turnover 
b  Dependent Variable: % compliance 

Table 11 ANOVA table of the multiple regression 

The value of R-Square assesses how well the model fits the data. R Square is 21,1 % 
which indicates that 21,1 % of the variability in compliance rate is explained by the 
independent variable. When the authors examine the correlation coefficient of R, the 
dependent variable (compliance rate) is predicted by the independent variable (turn-
over) to 45,9 %. This indicates that turnover predicts compliance rate of the code 
fairly well. 

Model R R Square Adjusted R Square 
Std. Error of the Esti-

mate 
1 ,459(a) ,211 ,186 ,079537
a  Predictors: (Constant), turnover 

Table 12 Model summary of the multiple regression 
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4.2.9.1 Outcome of the regression analyses 
Hypothesis: Outcome: 

There is a positive association between company 
size and preparation of compliance with the 
Swedish Code of Corporate Governance 

Accepted 

There is a positive association between ownership 
structure and preparation of compliance with the 
Swedish code of Corporate Governance 

Rejected 

There is a positive association between cross list-
ing and preparation of compliance with the Swed-
ish Code of Corporate Governance 

Rejected 

There is a negative association between board 
sizes and preparation of compliance with the 
Swedish Code of Corporate Governance 

Rejected 

There is a positive association between industry 
type and preparation of compliance with the 
Swedish Code of Corporate Governance 

Rejected 

There is a positive association between large audit 
firms and preparation of compliance with the 
Swedish Code of Corporate Governance 

Rejected 

Table 13 Accepted and rejected hypotheses 

4.3 Result of the interviews 
The authors made interviews with Jan Carlson who works within legal affairs at SCA 
(Svenska Cellulosa Aktiebolaget), Anders Andersson3: Chief Financial Officer at 
“company X”. Fredrik Lindgren: Vice President Corporate Communications at In-
vestor, Urban Lilja: Chief Executive Officer at JM and Clas Hjorth: Chief Executive 
Officer at Capona.   

4.3.1 SCA – Jan Carlson 
The most important stakeholder for SCA is their shareholders and Carlson (J. Carls-
son, personal communication, 2005-04-18) says that it is the development of the stock 
market in general that has affected the company to follow the code. SCA has for a 
long time been seen as a careful and well-behaved company which means that the 
code does not mean any major change for the shareholders and they have therefore 
not reacted to the implementation of the code.  

The company is positive towards the principle of “comply or explain”. It is better to 
explain than to comply with the code in some companies according to Carlson (J. 
Carlsson, personal communication, 2005-04-18). However, he fears that that the prin-
ciple will have a negative effect. The risk is that the business newspapers will publish 
                                                
3 The name of Anders Andersson in ”company X” is configurated but the title of the employee is true.  
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ranking-lists showing how much a company complies with the code without consid-
ering the reason of the deviations. SCA complies with the detailed parts of the code 
as well, as the company does not want to get a low ranking on possible future news-
paper lists. Another reason that motivates SCA to comply with the code to a large 
extent is that it gives the company a serious image which is necessary in order to at-
tract capital.  

The implementation of the code has meant some additional work, like creating a new 
department on the website for example. The company has not devoted major re-
sources in order to comply with the code as many of the requirements of the code are 
already fulfilled. The company did not have an audit committee until 2005 as the 
board only consists of seven people and to create a new committee seemed pointless. 
As from 2005 an audit committee has however been created due to the demands of 
the code. Only two persons are working with the code in the company as the code 
does not imply much additional work for SCA (J. Carlsson, personal communica-
tion, 2005-04-18).   

Carlson (J. Carlsson, personal communication, 2005-04-18) believes that the code is a 
good remedy for better corporate governance but one should not expect that the 
code has the ability to prevent scandals. An example that he mentions is the compen-
sation to people in leading positions in a company. The shareholders’ meeting shall 
establish principles for the compensation to the people in leading positions but in re-
ality these principles are diluted. The code does therefore not have the effect in the 
reality as it should have. The only action that may prevent scandals is that the owners 
are active and make demands on their company. Passive owners allow the board too 
much freedom and the remedy to prevent scandals is therefore active owners, not the 
code. Also, a good tradition together with a good morale and a strong board of direc-
tors may prevent scandals from happening (J. Carlsson, personal communication, 
2005-04-18). 

Carlson (J. Carlsson, personal communication, 2005-04-18)  believes that it can take a 
lot of time and money to implement the code in a company that has not made any 
preparations to comply with the code at all. An internal control function has to be 
created for example, which can imply a great changeover of routines for some com-
panies. He believes that the code will only give an effect on paper. In reality it is up 
to the judgment of the people in the board. Whether the board of directors has a 
positive or negative attitude towards corporate governance will affect the results (J. 
Carlsson, personal communication, 2005-04-18).  

4.3.2 Capona – Clas Hjorth 
The shareholders are the most important stakeholder according to Hjorth (C. 
Hjorth, personal communication, 2005-04-19). Capona has not felt any pressure from 
the shareholders to comply with the code but he believes it is important to comply 
with at least parts of the code even if Capona is a rather small company and is not yet 
obliged to follow the code.  

The principle of “comply or explain” is something that Hjorth believes is an excellent 
principle as it sometimes is better to explain parts of the code than to comply with 
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them (C. Hjorth, personal communication, 2005-04-19). Capona has always worked 
with corporate governance and the contents of the code but now it has become more 
formal. Capona is a relatively small company with only a few employees but they 
have always been very good at disclosing information as they see themselves as a very 
open company according to Hjort (C. Hjorth, personal communication, 2005-04-19). 
As the company has worked with correspondences of the requirements of the code 
for a long time, the implementation has not implied any major change for the com-
pany. Hjorth (C. Hjorth, personal communication, 2005-04-19) says that the code is 
complicated to understand and to be able to comply with the code to a full extent 
they would need to hire additionally one person to exclusively work with the code. 
Despite the fact that Capona is a company with a market value below 3 billion SEK 
and does therefore not have to comply with the code, the company complies with it 
anyhow. The reason, Hjort (C. Hjorth, personal communication, 2005-04-19) states, 
is the fact that they believe in a compulsory application of the code even for compa-
nies with a market value below 3 billion SEK in the future. If the company complies 
with the code to a large extent today, it will be easier for it in the long run.  

Hjorth (C. Hjorth, personal communication, 2005-04-19) does not believe that the 
code can stop scandals from occurring. He thinks that the scandals do not have any-
thing to do with the code as such, it has to do with the morale and courage to stand 
up for one’s beliefs. There are rules to follow, but this does not help if the people in 
society do not follow the rules. It is the same for the companies, Hjorth continues, as 
there are constantly regulations evolving but it does not help if people in the compa-
nies do not follow the rules. Hjorth (C. Hjorth, personal communication, 2005-04-
19) does however say that the code is necessary even though he does not think that 
the code is sufficient. It is not up to the companies to rectify the society, it is up to 
the individuals.  

4.3.3 “Company X” – Anders Andersson 
According to Andersson (A. Andersson, personal communication, 2005-04-19) the 
most important stakeholder for “company X” are the shareholders and other inves-
tors. The shareholders have not had any significant reaction to the implementation of 
the code, but the Swedish Code of Corporate Governance is seen as compulsory.  

Andersson (A. Andersson personal communication, 2005-04-19) is positive to the fact 
that the code is built upon the principle “comply or explain” and he believes that it is 
better to implement a code that is voluntary than to legislate the requirements of the 
code. The company prepares to comply with the code to a large extent and the rea-
sons why they tend to comply with the code to this extent is due to the fact that they 
want to “do the right thing” and to be good citizens. However, the code can be a lit-
tle bit confusing concerning the board’s and auditors’ responsibilities. Another con-
sequence with the implementation of the code is that it requires a large devotion of 
time for the company. The code implies increased bureaucracy and control, which 
takes much time (A. Andersson, personal communication, 2005-04-19).  

Andersson (A. Andersson, personal communication, 2005-04-19) does not believe that 
the Swedish Code of Corporate Governance can prevent scandals in the future. He 
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states that we should not have very high expectations about the effects of the code. 
However, the code is better than any legislation and he believes that the code will 
contribute to a general improvement of the corporate governance of the companies. 
Andersson (A. Andersson, personal communication, 2005-04-19) states that the only 
prevention of scandals in the future may be an increased interest among the share-
holders about their investments. If the shareholders are more interested in their in-
vestments, they have higher demands on the company and less errors occur. 

Andersson (A. Andersson, personal communication, 2005-04-19) believes that the rea-
son why companies tend to prepare to comply with the code to different degrees is 
due to the personality of the civil servants. Many civil servants believe that they 
know more about what is the right thing to do for their company than for example 
the Code Group. They believe that they can do a better judgment than the Code 
Group and may therefore ignore some of the requirements of the code.  

One of the main problems with the code is, according to Andersson (A. Andersson, 
personal communication, 2005-04-19) the fact that there exists no institution that will 
control the follow-up of the code. The code group does not longer work with the 
code and who will then take care of the sanctions? Why should the companies com-
ply with the code if there are no institutions that will control that companies are im-
plementing the code? This is according to Andersson (A. Andersson, personal com-
munication, 2005-04-19) a major problem with the code that must be solved before 
the 1:st of July 2005, when the code shall be implemented by the companies.  

4.3.4 Investor – Fredrik Lindgren 
The shareholders, current and future employees, the society and the people creating 
the public opinion are the most important stakeholders for Investor according to 
Lindgren (F. Lindgren, personal communication, 2005-04-19). He continues by saying 
that the code is first and foremost created to protect the shareholders. It is the share-
holders that own the company and the company should be run in order to give the 
shareholders a profit. The shareholders are to make sure that the company is develop-
ing in a responsible and correct way and Investor has got some positive reactions 
from their major shareholders when they implemented the code.  

Lindgren (F. Lindgren, personal communication, 2005-04-19) believes that the princi-
ple of “comply or explain” is reasonable. Every company is unique and has their own 
traditions and ways of doing things and it is important to motivate them to do a good 
job, even if it means explaining parts of the code. 

Investor has complied with many of the rules of the code for quite some time. Inves-
tor has carefully examined the requirements of the code and they have implemented 
those that they consider relevant. If some of the rules are too costly to implement at 
this stage, the company explains the deviations from the requirements for a short 
time and prepare to comply with them. Investor has always been inclined to changes 
and as the company was part of the Code Group, it was natural for them to work 
with the rules of the code at an early stage.  
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Lindgren (F. Lindgren, personal communication, 2005-04-19) says that the code has 
not been too demanding for them to implement. They have allocated some resources 
on getting the functions on the right place but it did not bring any heavy costs to the 
company. Investor is not listed in the US and Lindgren (F. Lindgren, personal com-
munication, 2005-04-19) believes that it would have been much more costly to follow 
the Sarbanes-Oxley Act which is the counterpart to the Swedish code in the US. 
Lindgren (F. Lindgren, personal communication, 2005-04-19) says that some practice 
has to be created to deal with certain details of the code. The nomination committee 
in Investor has discussed the independence criteria of the code. The board of directors 
gets some compensation for its work and there are no directions in the code whether 
this is accepted or not and that is up to practice to determine. According to Lindgren 
(F. Lindgren, personal communication, 2005-04-19), the work with the code has not 
been very dramatic for the company and the board of directors consists of the same 
people as before.  

Lindgren (F. Lindgren, personal communication, 2005-04-19) believes that most of 
the Swedish companies will go through and accept the rules that they find motivat-
ing. He does however hope that the companies dare to explain those parts of the code 
where they have an alternative solution instead of changing their work just in order 
to comply with the code. He continues by saying that there is an obvious risk that 
the media will create lists of the companies that explain the deviations and to be ex-
posed negatively in the media is never positive. To have a good corporate governance 
function will make Swedish companies more trustworthy abroad. However, a good 
corporate governance functions does not mean that the company is making a profit 
or reaches its goals which Lindgren (F. Lindgren, personal communication, 2005-04-
19) sees as the most important function of a company. He continues by saying that 
how to make the company successful has been forgotten in the recent discussion, 
which mainly has focused on corporate governance.  

When asking Lindgren (F. Lindgren, personal communication, 2005-04-19) whether 
the scandals that are occurring can be hindered by the code he answers both yes and 
no. The code can contribute to a good corporate governance culture in the companies 
but as long as there are people that are willing to violate the rules there will always be 
scandals. Many of the scandals in the US have happened in companies with good cor-
porate governance functions. Lindgren (F. Lindgren, personal communication, 2005-
04-19) does however believe that the Swedish code is necessary and also states that he 
believes that the code gives a good signal internationally that the Swedish companies 
now are following a code of corporate governance.  

4.3.5 JM – Urban Lilja 
The customers are the most important stakeholders according to Lilja (U. Lilja, per-
sonal communication, 2005-04-22). The shareholders’ purpose is to devote capital to 
the company, but the company has not noticed any demands from the shareholders 
when it comes to complying with the code.  

Lilja (U. Lilja, personal communication, 2005-04-22) is positive that the code is built 
upon the principle “comply or explain”, an alternative had been legislation which ac-
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cording to him would be a bad alternative. The company has complied with the cor-
respondence of the code’s requirements for many years. They have, for example, had 
most of the committees for several years and the code does therefore not require 
much additional work for the company.  

A consequence with the implementation of the code is according to Lilja (U. Lilja, 
personal communication, 2005-04-22) increased bureaucracy. The code requires for 
example a report about the company’s corporate governance. Today, the company 
has this information spread in different parts of the annual report, but in order to 
comply with the code they have to compile this information into one report. The 
company does not reveal more information just because they compile the informa-
tion and the bureaucracy does therefore increase with the implementation of the 
code. Lilja (U. Lilja, personal communication, 2005-04-22) does however not believe 
that media will have an impact on the companies to comply to a larger extent. 

The code cannot in itself prevent any scandals but it is a remedy towards better cor-
porate governance. The code requires that companies better portray their corporate 
governance which is positive for the stakeholders. Lilja (U. Lilja, personal communi-
cation, 2005-04-22) believes that it is unfortunate that we need a code of corporate 
governance. He says that the code is not necessary for JM and he believes that it is 
unnecessary for most companies, which already have a good corporate governance 
system. The code may imply problems for companies that do not have any commit-
tees. Lilja (U. Lilja, personal communication, 2005-04-22) explains one of the com-
pany’s deviations as a question of interpretation. The code’s requirements are in some 
cases general and it is then up to the companies to interpret the requirements. Lilja 
(U. Lilja, personal communication, 2005-04-22) says that the reasons why companies 
deviate from the requirements of the code could be due to the generalizability of the 
code. Companies might interpret the requirements differently and therefore may not 
fully comply with the code.  

One issue that Lilja (U. Lilja, personal communication, 2005-04-22) specially ad-
dresses is the fact there exists no committee that is responsible for the code, even 
though the code has existed for some months. The Stockholm Stock Exchange has 
the opportunity to implement the code in the notation agreement of the stock ex-
change, but has not yet taken any actions. Lilja, (U. Lilja, personal communication, 
2005-04-22) is surprised that no one has reacted and continued with the work that the 
Code group started.  
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5 Analysis 
In the analysis, the authors will analyze the empirical findings from the regression analyses 
and the interviews together with the theoretical framework presented earlier in order to 
answer the purpose.  

5.1 Compliance rate 
The Swedish Code of Corporate Governance is, as mentioned above, built upon the 
principle of “comply or explain” (SOU 2004:130). All respondents in the interviewed 
companies are positive to the fact that the code is built upon this principle. Lindgren 
in Investor believes that the principle is reasonable because every company is unique. 
This statement by Lindgren is also supported by the Confederation of Swedish Asso-
ciation, who believes that the flexibility that the principle generates is necessary 
(SOU, 2004:130).  

The area where least companies (58 %) comply with the code to a full extent is the 
area concerning the shareholders’ meeting. It is the requirement where the companies 
shall inform the shareholders about their right to have a matter considered at the 
shareholders’ meeting that least companies comply with. Lilja in JM explains one of 
their deviations as a question of interpretation. Lindgren in Investor says that practice 
have to be created that deal with certain details of the code. Andersson in “company 
X” believes that the code is a bit confusing. The authors do therefore assume that 
companies deviate from some requirements because they believe that certain re-
quirements in the code are too general and that one specific requirement is not appli-
cable for their company in particular. Because of the fact that the code is new, com-
panies might not understand the purpose behind the requirements and might there-
fore not comply before practice that regulates the interpretation behind the require-
ments, is developed.  

The area where most of the companies comply with the code (86 %) is the area con-
cerning information disclosure on corporate governance. This figure is quite surpris-
ing as the development of two reports additional to the annual report requires a lot of 
work. Lilja in JM emphasizes the increased bureaucracy that the development of 
these reports implies. The authors do however find that the requirements concerning 
information on corporate governance are quite clear and that no practice has to be 
developed in order for the companies to understand the purpose behind the require-
ments.  

28 % of the companies have not implemented an audit committee as the code re-
quires. However, in 90 % of these cases, the board performs the tasks of the commit-
tee. The board is allowed to conduct the tasks of the committee if there is a small 
board and many companies do therefore comply with the code to a large extent con-
cerning this matter. SCA has created an audit committee due to the demands of the 
code. Carlson in SCA does however say that the board only consists of seven people 
and it therefore seemed pointless to implement an audit committee before the code 
was implemented. The authors do however question the need for audit committees in 
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some cases. If companies are reasoning as SCA, the implementation of audit commit-
tees is done because the code requires so, not because the corporate governance func-
tion will be better. The bureaucracy will according to the authors increase if the 
companies that really do not need an audit committee due to the size of the board, 
implement it anyway due to the code’s requirements. 38 % of the companies do not 
comply with the requirement for the board to assure that the annual report is in ac-
cordance with good accounting practices for a stock market company. The authors 
do not find it surprising that some companies deviate from this requirement, as it is a 
major demand on the board to assure that the annual report is in accordance with 
good accounting practices. The authors question whether this responsibility can be 
placed on the board, because the authors believe that it is impossible for the board to 
be certain that the annual report follows good accounting practices. 

The compliance rate among Swedish listed companies on the A- and O-list is very 
high, with a mean value of 88,49 %. This can be compared with the study of the Ger-
man Code of Corporate Governance, where Werder et al. (2005) also found a high 
degree of compliance among German companies. The Swedish companies that pre-
pare to comply with the code to the least extent are the companies on the O-list and 
the companies that prepare to comply with the code to the greatest extent are the 
ones on the A-list. Companies on the A-list often have a higher turnover which is 
positively associated with the compliance rate as showed in the regression analysis. 
The reasons why companies prepare or are complying to different degrees are further 
analyzed below. 

5.2 Relationships between factor variables and compliance 
rate 

5.2.1 Company size and preparation of compliance  
The authors first hypothesis is accepted which indicates that companies with a higher 
degree of compliance with the Swedish Code of Corporate Governance have a higher 
turnover. The hypothesis is supported both in the simple and multiple regression 
analyses. Studies of the German Code of Corporate Governance and the Cadbury 
Code do also find a significant association between company size and a high degree of 
compliance with the code (Werder et al., 2005; Dedman, 2000; Mallin & Ow-Young, 
1998, cited in Jackson, 2001). Dedman (2000) states that major companies are con-
stantly revised by the public and they might suffer from bad publicity if they do not 
comply with the code. Lindgren in Investor and Carlson in SCA both bring up this 
issue where they emphasize the power of media. If large companies as Investor and 
SCA do not comply with the code to a large extent they might face the risk of nega-
tive publicity as Dedman (2000) states. Dedman (2000) found that larger companies 
do not suffer from great compliance costs which is supported in the case of SCA, Ca-
pona, Investor and JM. The companies have complied with contents of the code to a 
large extent for many years. They have for example had the committees for several 
years which supports the study of Clifford and Evans (1996) that concluded that 
greater companies are more likely to establish committees. These companies do 
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therefore not suffer from extensive compliance costs when it is now time to imple-
ment the code.   

5.2.2 Cross listing and preparation of compliance  
The second hypothesis is rejected in the multiple regression which indicates that 
there is not a positive association between cross listing and preparation of compliance 
with the Swedish Code of Corporate Governance. Meek et al. (1995) do however 
claim that multiple listed corporations face more extensive pressure than companies 
listed only domestically. In the simple regression analysis, the authors did find a posi-
tive association between the variables. The authors can therefore not reject the theory 
of Meek et al. (1995) completely. Lindgren in Investor believes that it would have re-
quired greater resources if the company would have been listed in the US and thereby 
had been obliged to follow the Sarbanes-Oxley Act, which is not voluntary. This 
statement by Lindgren is supported by Wójcik et al. (2004) who found that foreign 
companies listed on the US stock exchange tend to have a higher corporate govern-
ance ratings due to the Sarbanes-Oxley Act.  

Even though, the hypothesis is not supported in the multiple regression analysis, the 
authors believe that the theory of Wójcik et al. (2004) could be applicable for the 
Swedish companies as well. If a company is listed on the US stock exchange, it has to 
comply with the Sarbanes-Oxley Act, which regulates many of the areas that the 
code regulates as well. The company will then automatically comply with the Swed-
ish Code of Corporate Governance if it is listed on the US stock exchange, because 
the Sarbanes-Oxley Act is not voluntary and more comprehensive than the code.  

5.2.3 Ownership structure and preparation of compliance  
The hypothesis that there is a positive association between institutional investors and 
preparation of compliance with the Swedish Code of Corporate Governance is re-
jected in the multiple regression analysis. However, Davis (1991, cited in Frankforter 
et al., 2000) writes that companies with a high level of institutional ownership have a 
high level of adoption rate. Dedman (2000) does also claim that the cost of noncom-
pliance is greater if institutional shareholders are involved in the company. These 
statements by Davis (1991, cited in Franforter et al., 2000) and Dedman (2000) are 
supported in the authors’ simple regression analysis. The simple regression analysis 
showed a minor positive association between institutional investors and preparation 
of compliance. The different theories can therefore not be completely rejected as the 
simple regression analysis showed some indication of a positive association. The im-
pact of institutional owners on complying with the Swedish Code of Corporate Gov-
ernance is however not that significant in this case, as other studies in the corporate 
governance area have shown.  

5.2.4 Board size and preparation of compliance  
The fourth hypothesis, that there is a negative association between board size and 
preparation of compliance with the Swedish Code of Corporate Governance is re-
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jected by the multiple regression. However, Lipton and Lorsch (1992) claim that a 
board consisting of a large number of members are slower in their decision-making 
process. Yermack (1996) does also claim that a smaller board is more effective. These 
theories can however not be supported by the multiple regression made by the au-
thors. Neither the simple regression showed any negative association between prepa-
ration of compliance and board sizes.  

5.2.5 Industry type and preparation of compliance  
The authors’ fifth hypothesis is rejected in the multiple regression which means that 
there is no positive association between the type of industry the companies are work-
ing in and their level of preparation of compliance with the code. The simple regres-
sion analysis came to the same conclusion as the multiple regression. The theory by 
Naser et al. (2002), that companies working in the service industry require less capital 
and thereby do not have to revise their corporate governance function as much as the 
manufacturing industry, is not supported in this thesis. The authors do therefore be-
lieve that the increased focus on corporate governance has an impact on companies in 
all industries, that is, on companies in the service industry as well.   

5.2.6 Audit firms and preparation of compliance  
The sixth hypothesis of the thesis is rejected which implies that there is no positive 
association between the level of preparation of compliance with the Swedish code of 
corporate governance and large audit firms. Dedman (2002) has found that companies 
with large audit firms are more likely to implement audit committees which means 
compliance with the code. Neither the multiple regression nor the simple regression 
found any positive association between large audit firms and level of preparation of 
compliance, and the theory by Dedman can therefore not be supported in this thesis. 
The theory of Naser et al. (2002) that companies with large audit firms are more con-
cerned about issues related to corporate governance as they receive higher auditing 
quality is also rejected. The authors do therefore believe that both small and large au-
dit firms are equally inclined to affect companies to comply with the requirements of 
the code.  

The authors did during their empirical research find that most of the companies ex-
amined in the thesis use a large audit firm, that is, one of the Big Four. The authors 
therefore found it interesting to examine whether there exists a relationship between 
the companies’ compliance rate and which of the four large audit firms they have. 
The authors found that there were no relationship, which means that there is no dif-
ference in compliance with the code depending on which of the four large audit firms 
the companies have.  
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5.3 Additional reasons to different degrees of compliance  

5.3.1 Shareholder theory  
The shareholder theory is according to Letza & Sun (2004) the most dominant theory 
in the Anglo-Saxon parts of the world (US, Canada and UK). Due to the fact that the 
Swedish Code of Corporate Governance has its origin in the English Combined 
Code, the authors assume some influences from the Anglo-Saxon parts of the world, 
where the agency relationship dominates the theory (Clarke, 1998).  

5.3.1.1 Principal-Agent theory 

In the principal-agent theory, the focus is on the relationship between the principal 
(shareholders) and the agent (managers), where the agent is assumed to maximize its 
own utility on behalf of the principal. The company should be run in the interest of 
the principal (Jensen & Meckling, 1976). The importance of the principal (sharehold-
ers) in the theory can be compared with the fact that all interviewed companies 
(SCA, Capona, Investor, JM and “company X”) mention the shareholders as their 
most important stakeholder or one of their most important stakeholder. Especially, 
Lindgren in Investor says that one of the company’s main purpose is to give the 
shareholders a profit, which corresponds with the statement of Jensen and Meckling 
(1976) described above.   

Eisenhardt (1989) describes the agency problem, where the agent and the principal 
have conflicting goals and the principal cannot easily monitor the behavior of the 
agent. The Swedish companies that have to implement the Swedish Code of Corpo-
rate Governance are large companies listed on the A-and O-list (SOU 2004:130). One 
can therefore assume that the principal, that is the shareholders, has difficulties in 
controlling what the agent (manager) is doing due to the comprehensive sizes of the 
companies that are obliged to implement the code. The aspect of the agency problem 
that the principal cannot easily control the agent’s behavior is assumed to be true for 
all companies that have to implement the code by 1:st of July 2005.  

In order to control the agent from acting in their own interest, the principal can 
monitor the agent and the costs associated with the monitoring is described as the 
agency costs (Schelifer & Vishny, 1997; Jensen & Meckling, 1976). A way of reducing 
agency costs is through corporate governance according to Andres et al. (2005). This 
is applicable for the Swedish Code of Corporate Governance which is an instrument 
implemented for monitoring. The company is monitored in order to supervise that 
the interest of the shareholders is preserved. The implementation of the Swedish 
Code of Corporate Governance has required some resources for Investor and SCA in 
order to comply with the code to a full extent, Capona would have to recruit one 
person additionally to work exclusively with the code. JM and “company X” have 
devoted a lot of time for the implementation of the code, which implies costs associ-
ated with the code. These types of costs associated with the code for the companies 
can be compared with Schleifer and Vishnys’ (1997) and Jensen and Mecklings’ (1996) 
definition of agency costs described above. The agency cost is the cost of monitoring, 
which in this case is the cost with the implementation of the Swedish Code of Cor-
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porate Governance. In order to monitor the behavior of the agent the company can 
invest in information systems such as reporting procedures (Jensen & Meckling, 
1976; Fama & Jensen, 1983). The authors claim that the code is a reporting procedure 
in order to monitor the managers and the board in the interest of the shareholders.  

There need to be a balance between the benefits that the information system gener-
ates against the costs that it requires (agency costs) in order for the company to sur-
vive (Fama & Jensen, 1983). In the authors’ case, one can compare the benefits with 
the implementation of the code with the costs that it requires. According to Carlson 
in SCA the code is a good remedy for a better corporate governance system in the 
Swedish companies. Lindgren in Investor emphasizes the importance of the code due 
to the trustworthiness it brings for the Swedish companies. The code gives a good 
signal for international investors that Swedish companies have implemented a code 
for enhancing the effectiveness of their corporate governance. The code does however 
imply additional work for many companies and Andersson in “company X” claims 
that the code requires much time due to the increased bureaucracy and control. Addi-
tional resources have been required in order to implement the code, where for exam-
ple Investor has allocated some resources in order to comply with the code to a major 
extent. Does there really exist a balance between the benefits of the reporting proce-
dure (i.e. the code) and the costs that it requires? The authors question whether the 
benefits with the code, as a better rumour for companies internationally, really do 
outweigh the costs that the code implies.  

The goal of the principal and the goal of the agent are assumed to be in conflict in the 
agency theory (Eisenhardt, 1989). The Swedish Code of Corporate Governance is a 
remedy implemented to increase the trustworthiness towards the shareholders and 
other involved parties. The authors do therefore assume a desire from the principal of 
a high compliance rate. When the company deviates from the code to a large extent, 
the goal of the managers and the board is assumed to differentiate from the goal of 
the principal. The authors do therefore assume that the agency problem, mentioned 
by Eisenhardt (1989), exists in cases where companies deviate from the code to a large 
extent.  

5.3.2 Stakeholder theory 
According to Clarke (1998), the focus of the companies should be on the society as a 
whole and the companies’ existence does not only have the goal to generate returns 
to the shareholders. However, Carlsson in SCA, Hjorth in Capona, Andersson in 
“company X” and Lindgren in Investor all mention the shareholders as their most 
important stakeholder. Only Lilja in JM says that the customers are the most impor-
tant stakeholder. Even though Clarke (1998) claims that the society should be in fo-
cus foremost, this is not completely the situation in the interviewed companies. 
Clarke (1998) continues by saying that even though the focus is starting to move to-
wards the stakeholders, the Anglo-Saxon countries want the focus to remain on the 
shareholders. As stated above, four of the five companies interviewed mention the 
shareholders as their most important stakeholder. Due to the fact that the Swedish 
Code of Corporate Governance is influenced by the English Combined Code, the au-
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thors assume Anglo-Saxon influences where the shareholder are prevailing. However, 
the companies do also mention the importance of other stakeholders, but not to that 
extent as the importance of the shareholders. Lindgren in Investor and Lilja in JM 
mention the importance of employees, other investors, the society and the customers. 
According to the authors, this indicates that even though the shareholders are in fo-
cus foremost, the companies do focus on other stakeholders as well.  

In the stakeholder theory, the managers are the agent but all the stakeholders are the 
principal according to Hill and Jones (1992, cited in Clarke, 1998). The importance of 
other stakeholders is emphasized by Lindgren in Investor and Lilja in JM who men-
tions the importance of the customers, which assess the fact that these companies 
have a more stakeholder-oriented approach. Companies that take all stakeholders’ in-
terest into account, strive to be judged by performance indicators determined by all 
stakeholders (Clarke, 1998). The authors assume that all stakeholders have a desire of 
a high compliance rate of the code because the code favours the stakeholders. A com-
pany that has a more stakeholder-oriented approach is then striving to be judged by 
the performance indicator assessed by all stakeholders, that is, their compliance rate 
of the code.   

According to Dyck and Zingales (2004) an important part of good corporate govern-
ance is the pressure that media has on companies to make them reveal more informa-
tion. They also claim that media can give the companies bad reputation if they have 
behaved improperly and that is something that the companies want to avoid. When 
discussing the principle of “comply or explain”, Carlson in SCA and Lindgren in In-
vestor both talk about the power of media. They agree with the statement by Dyck 
and Zingales (2004) that the media can give the companies a good reputation but they 
are afraid that the media will create ranking-lists of the companies that choose to ex-
plain parts of the code instead of complying. In order to avoid the risk of getting a 
bad reputation, SCA has chosen to comply even with the detailed parts of the code 
which agrees with the statement by Dyck and Zingales (2004) that companies want to 
avoid bad publication. However, Lilja in JM does not believe that the media will af-
fect the companies to comply with the code to a larger extent. The authors find this 
rather odd as SCA for example has chosen to comply to a major extent due to the 
risk of being exposed in media. As Lindgren in Investor also said that the company is 
afraid of ranking-lists and bad publication, the authors assume that the media will 
have some impact on the companies to comply with the code to a major extent.  

5.3.2.1 Corporate social responsibility and stewardship theory 

A company’s degree of social responsibility depends on the culture of the company 
and the values of the managers according to Post et al. (2002). A manager who con-
siders all stakeholders’ interests when making decisions will adapt to the social forces 
more easily than a manager only considering the interest of the shareholder (Post et 
al., 2002). The authors of this thesis assume that different degrees of compliance with 
the code could be affected by the different companies’ culture and the values of the 
managers. Carlson in SCA said that a good corporate governance system derives from 
a good tradition together with a strong morale within the company. Hjorth in Ca-
pona made the statement that it is the people in the companies that decide whether to 
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follow the rules or not. According to Andersson in “company X” different degrees of 
compliance with the code has to do with the personality of civil servants which is 
supported by Post et al. (2002) who claim that the adaptation to the corporate social 
environment is affected by the values of the managers. The authors do therefore be-
lieve that the compliance rate is highly affected by the values of the people within the 
organization who in turn are affected by the culture of the company.  

Managers have a great responsibility to act in the interest of the whole society, not 
just in the interest of the shareholders in the stewardship theory. It is important for 
the company to be seen as a socially responsible organization according to Post et al., 
2002).  Andersson in “company X” mentions that the high degree of compliance is 
due to the importance of “doing the right thing”. The company wants to be a respon-
sible company, which supports the assumption in the stewardship theory that the 
company wants to be regarded as a socially responsible company. 

In the principal-agent theory the managers are assumed to act in their own interest 
without taking the interest of the principal into consideration (Jensen & Meckling, 
1976). The stewardship theory does however claim that managers’ objectives coincide 
with the objectives of the shareholders. The behavior of the steward is in the interest 
of the organization and its owners, not in its own interest (Letza & Sun, 2004).  The 
Swedish Code of Corporate Governance is an instrument for the market to regain its 
confidence in order to attract capital (Balans nr 4, 2004). It is therefore an instrument 
developed in order to protect investors. The authors do therefore assume that the 
shareholders have a desire of a high compliance rate. The mean of compliance rate 
among Swedish listed companies is 88,49 % which is a high compliance rate. This 
high value indicates that the board and managers who implement the code, are not 
acting solely in their own interests and this is a proof that the interests of the manag-
ers coincide with the interests of the shareholders, which support the stewardship 
theory.  

A reason why companies comply with the code to a major extent could therefore be 
due to the coincident of the objectives between the managers and the shareholders ac-
cording to the authors. Andersson in “company X” mentions the personality of the 
managers as a factor to different compliance rates. He further claims that if managers 
are considering the code as important, they will comply with the code to a large ex-
tent. That is, if the objectives of the managers coincide with the objectives of the 
shareholders, as the stewardship theory assumes it does, the compliance rate will be 
higher. Carlson in SCA and Hjorth in Capona do also believe that it is the attitudes 
of the people in the companies that will have an impact on the tendency to follow 
the rules. These statements support the findings of Letza and Sun (2004) who state 
that a steward acts in the interest of the organization ahead of its own interest. The 
stewardship theory does also claim that one of the manager’s goals is to generate high 
level of shareholders’ return (Letza & Sun, 2004). This can be compared with the 
statement of Lindgren in Investor, who says that the company should be run in order 
to generate returns to their shareholders. Due to the high compliance rate of the 
companies, the authors assume that many of the managers in the investigated compa-
nies act in the interest of the organization and the stewardship theory is therefore 
supported.  
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The authors come to the conclusion that principal-agent relationship exists in all 
companies. However, the agency problem, where the agent and the principal have 
conflicting goals, exists in a higher degree in companies with a low compliance rate. 
The stewardship theory, on the other hand, is more applicable in companies who 
have a higher compliance rate. The authors assume that one goal of the principal 
must be to comply with the code to a large extent due to the fact that the code is 
beneficial for the shareholders. The managers must have a similar goal as the share-
holders when the managers choose to comply with the code to large extent. The ob-
jectives of the shareholders and the managers do then coincide in companies with a 
high compliance rate, which supports the stewardship theory.   

5.3.2.2 Resource dependency theory 

A company is dependent on its providers of resources in order to survive. The com-
pany is very dependent on a group if it takes the concerns of the group into consid-
eration when making decisions (Pfeffer & Salancik, 2003). As stated above, Carlson in 
SCA, Hjorth in Capona, Andersson in “company X” and Lindgren in Investor do all 
mention the shareholders as the most important stakeholder. The shareholders do 
therefore have an extensive power on the investigated companies, and one can there-
fore assume that the companies will act in the shareholders’ interest.  

However, the shareholders are not the only stakeholders that provide resources. The 
company uses the resources of the society as a whole and the society will evaluate the 
activities of the organization. The company faces problems when the evaluation cri-
teria are different between the groups. However, when the evaluation criteria are the 
same between the groups, the satisfaction of one group will lead to satisfaction of the 
others as well (Pfeffer & Salancik, 2003). The authors assume that all providers of re-
sources want the company to comply with the code to a large extent. The evaluation 
criteria for all stakeholders of the company could be the degree of compliance rate 
with the code. The company will then satisfy all groups if it complies with the code 
to a major extent.   

Allen (1992, cited in Blair, 1995) states that investors have to be certain that they will 
get return on the capital that they have invested. He claims however that the custom-
ers and employees must be satisfied as well. Lindgren in Investor says that the most 
important function for the company is to generate a profit and to reach its goals 
which agrees with the first statement by Allen (1992, cited in Blair, 1995). Lilja in JM 
does however say that the most important stakeholder for the company is their cus-
tomers which is in agreement with the second statement of Allen (1992, cited in Blair, 
1995). Lindgren continues by saying that the discussion about profit and goals has 
been forgotten and that the focus of the debate has been on corporate governance is-
sues. To have a good corporate governance does not however mean that the company 
is profitable according to Lindgren. 

Hillmann et al. (2000) claim that the survival of a company is dependent on its ability 
to cope with uncertainty by attracting resources. Lindgren in Investor emphasizes the 
importance of the society and the shareholders as providers of capital. A company’s 
reputation is very important in order to attract capital. Reputation-building could 
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therefore be an explanation of why managers act in the interest of the shareholders 
even though they are not forced to, according to Shleifer and Vishny (1997). One can 
therefore assume that the companies want to please the different providers of capital 
due to the companies’ resource-dependency. In order to survive the company needs 
capital (Hillmann et al., 2000). The authors do once again assume that the providers 
of capital want that the company complies to a large extent as possible. The compa-
nies are dependent on the providers of resources and may therefore act in their inter-
est, that is, to comply with the code to a large extent. The resource-dependency the-
ory can therefore be an explanation of why companies comply with the code to a 
high degree.  

5.3.3 Effects of codes of best practices 
Coombes and Chiu-Yin Wong (2004) state that the codes of corporate governance 
have given the topic an important focus which four of the interviewed companies 
agree with. That the code will lead to a general improvement of corporate govern-
ance and create a better corporate governance culture is something that the inter-
viewed companies agree on. The authors can conclude that all the interviewed com-
panies seem to welcome the code and the authors believe that the purpose with the 
code is for a good cause.   

However, the codes imply heavy costs and are too complicated and detailed accord-
ing to Nilsson (2005) and Chi-yin Wong (2005). Hjorth in Capona agrees with these 
statements as he says that the code is very complicated to understand. Carlson in 
SCA also says that the code is detailed but that the company has chosen to comply 
even with the most detailed parts. Lilja in JM claims the difficulties associated with 
the interpretation of the requirements of the code. He believes that companies may 
interpret the requirements differently and do therefore not comply with the code 
completely. KPMG (2005) also mentions the costs that derives from the compliance 
of the code by implementing different committees. According to KPMG (2005) some 
companies are hesitating to implement these committees due to the expected costs it 
would imply. However, the interviewed companies state that they have had these 
committees for a rather long period of time and that the implementation of the 
committees have not meant any additional costs in relation to the code. KPMG 
(2005) does also claim that companies are afraid that the code will create a bureau-
cratic system. This statement is supported by Andersson in “company X” who be-
lieves that the code implies much bureaucracy and control. The criticism that the 
code is too detailed and indicates much bureaucracy seems justified as the respondents 
also agree with this statement. The authors do therefore assume that more companies 
would comply with the code to a larger extent if the code was less detailed and would 
imply less bureaucracy.  

Myren (2004) states that the management must be able to explain how the internal 
control is functioning and that this control often is based on information systems 
which can be costly for the companies to implement. Carlson in SCA believes that 
for the companies that have not yet started the preparations for the code, it will be 
very time-consuming. To implement the internal control functions is something that 
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Carlson says will imply a great change in routines for these companies. To imple-
ment these internal control functions will therefore, according to the authors, take 
time and money for the companies that have not yet started this process and may 
lead to a reversion to comply with the requirements of the code. 

According to Brännström and Malmeby (2004) it is important that there will be an 
effective control of how well the companies follow the requirements of the code. 
This can be compared with the statement of Andersson in “company X” who finds 
that one of the problems with the code is that is does not exist any institution that 
will control the follow-up of the code. Lilja in JM does also mention the lack of a 
committee that is responsible for the code and he find it strange that no one has taken 
any actions. Andersson in “company X” continues by questioning why companies 
should comply with the code if there is no institution that will control whether the 
companies comply with the code or not. The authors believe that if companies are 
not complying with the code due to the lack of a controlling institution, the purpose 
with the code as a self-regulating tool is insipid. The authors find the reasoning by 
Andersson rather strange as the code’s purpose is for a good cause and complying 
with the code implies a strengthened confidence. The authors do therefore assume 
that the companies want to comply with the code even if an institution for control 
does not exist. However, it has come to the authors’ knowledge that is does exist a 
non-profit organization, with the purpose to supervise the code. Since two of the in-
terviewed companies were not aware of this new non-profit organization the authors 
assume that the information about this organization has been insufficient. Forseke 
(SOU 2004:46) states that improved corporate governance can increase the confidence 
for Swedish companies in order to attract capital. This statement is supported by 
Carlson in SCA and Lindgren in Investor who say that complying with the code 
gives the company a good reputation which is needed in order to attract capital.  

The interviewed companies do as mentioned above, believe that the code will lead to 
a general improvement of the corporate governance. The code was implemented after 
the scandals that have occurred in order for the industry to regain its confidence 
(Balans nr 4, 2004). The interviewed companies do however not believe that the code 
can stop scandals from happening. Hjort in Capona claims that scandals do not have 
anything to do with the code as such but rather the people and the society. Anders-
son in “company X” agrees with Hjort and states that the only thing that can stop the 
scandals would be if the shareholders became more interested in their investments 
and have higher demands on the companies. Lilja in JM believes that the code is nec-
essary but that it is unfortunate that a code of corporate governance is needed and 
Lindgren in Investor agrees with the others and says that there always will be scan-
dals as long as people do not follow the rules. Is the Swedish Code of Corporate 
Governance really that effective as it was meant to be? Carlson in SCA says that the 
code will not have the effect in reality as it should have. All companies agree that the 
code is necessary as it increases the awareness of corporate governance but since some 
companies find the code too detailed and costly to implement, and some other are 
afraid of bad publicity in the media, the authors question whether the code really can 
work in the way it was intended to. 
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6 Conclusion  
The authors present the conclusion,  which is based on the analysis in order to answer their 
purpose. The authors’ own reflections and the limitations of the thesis are thereafter de-
scribed. Lastly, suggestions for future research and concluding words are presented 

The Swedish Code of Corporate Governance was developed in order to help the 
Swedish industry to regain its confidence after the scandals that occurred. The au-
thors do therefore believe that a high degree of compliance with the code should be 
in all companies’ best interest in order to protect investors and the society as a whole. 
The authors have therefore examined the following research questions: 

To what extent do the Swedish companies prepare to comply, or are complying with 
the requirements of the Swedish Code of Corporate Governance today? 

The Swedish companies on the A-list and the ones on the O-list with a market value 
exceeding 3 billion SEK, prepare to comply with the code on average to 88,49 %. 
This value indicates that Swedish companies are preparing to comply or are already 
complying with the code to a very large extent. The mean value of compliance with 
the code among companies listed on the A-list is 92,5 %, whereas companies on the 
O-list comply to an extent of 85,5 %. The area where least of the companies comply 
to a full extent is the one concerning requirements about the shareholders’ meeting. 
The area where most companies comply to a full extent is the area concerning the re-
quirements of information disclosure about corporate governance.  

If the companies prepare to comply or are complying with the code’s requirements to 
different degrees today, what are the reasons for this? 

The authors have answered this research question by stating the causes that make a 
company comply to a large extent and causes that make a company comply to a mi-
nor extent in order to assess the motives of complying to different degrees.  

Company size, in terms of companies’ turnover, is a factor that is positively associ-
ated with compliance rate. A company with a higher turnover is more likely to com-
ply with the code to a larger extent than a company with a lower turnover. How-
ever, the variables cross listing, ownership structure, board size, industry type and 
audit firms do not have any significant association with the compliance rate with the 
code. Therefore, a company does not comply to a larger extent dependent on if it is 
listed on another stock exchange, is owned by institutional investors to a large extent, 
has a small board, is located in the manufacturing industry or has one of the Big 4 as 
its audit firm.  

Resource-dependency is an explanation why companies comply with the code to a 
large extent. Companies are dependent on different providers of resources, both their 
shareholders and other stakeholders. In order to attract resources both nationally and 
internationally, the companies need to establish a good reputation. If companies 
comply with the code to a large extent, they will have the chance of getting a better 
reputation than if they are only explaining deviations of the code.  
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The impact of media is also a factor that contributes to a high compliance rate. Com-
panies are afraid of media’s possibility to create “ranking-lists”, presenting companies 
with low compliance rates with the code. In order to avoid bad publicity in the me-
dia, companies tend to comply with the code to a high degree.  

Another significant reason why the investigated companies comply to a large extent 
already is because the code does simply not imply any major changes for the compa-
nies. The code is for many seen as compulsory. Most of the investigated companies 
implemented the different committees that the code requires several years ago and the 
code does therefore not imply any significant changes for many companies. 

Different degrees of compliance rates can also be explained by the culture of a com-
pany and the attitudes of the people in the organization. A reason why companies 
comply to a large extent is because they want to be seen as a social responsible com-
pany or as one of the respondents said, to be seen as “good citizens”. In order to be 
seen as a social responsible company, and thereby receive a good reputation, the 
companies want to do the right thing, that is, to comply with the code to a large ex-
tent as possible. The attitudes and personality of the people in the organizations to-
wards the importance of the code, are significant determinants whether companies 
will comply with the code or not. The compliance rate with the code will not be 
high, if the people in the organization find it unnecessary and thereby are reluctant 
towards it. If people in the companies do not believe that the requirements of the 
code are applicable for their company in particular, they will not comply with the 
code to a high degree. If the goals of the people in the organization deviate from the 
goals of the principal (i.e. the agency problem), the company’s compliance rate with 
the code is lower, than when the goals of the principal and the agent coincide (as in 
the stewardship theory).  

The reason why some companies comply with the code to a lesser extent than others, 
is due to increased devotion of resources that the code requires for companies that do 
not fulfill the requirements of the code to a large extent today. Many of the require-
ments of the code imply increased bureaucracy and the company needs to devote 
much time in order to fulfill the requirements of the code, which can be explanations 
of why companies are reluctant to comply with the code to a full extent. Other rea-
sons why companies comply to a low degree are because they consider the require-
ments of the code to be complicated, detailed and difficult to interpret. If companies 
find the requirements of the code complicated and do not understand the purpose 
behind them, the companies will naturally not implement them. The negative effects 
of the code are therefore the reasons why companies do not comply with the code to 
a high degree. 

6.1 Reflections 
The Swedish Code of Corporate Governance was implemented to improve the cor-
porate governance of Swedish companies in order to increase the trustworthiness. 
The authors believe that the trustworthiness of Swedish companies will increase by 
implementing a Code of Corporate Governance because investors might feel more 
secure to know that the companies are revising their corporate governance function. 
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However, the authors question whether the code is as effective as it is intended to be, 
considering improving the companies’ corporate governance. Based on the inter-
views, the authors feel that the society should not have any significant expectations 
about the effects of the code. The authors feel as the code is seen as compulsory and 
that the companies do not reflect over the meaning of the requirements of the code, 
but just comply with them in order to “do the right thing”.  

The authors were surprised over the high compliance rate among the Swedish com-
panies, due to the fact that the code is not yet obliged to be implemented. The high 
compliance rate indicates that the code is taken seriously by the companies or that 
the code does not imply any significant changes for companies who already fulfill 
many of the requirements of the code. Some of the interviewed respondents empha-
sized the frustration over the lack of an institution that will control the implementa-
tion of the code among companies. The authors have however found that a non-
profit organization exists that will continue the work that the Code Group left. Ob-
viously, the organization has not made any impressions as two of the largest compa-
nies on the A-list did not know about its existence. The authors do therefore request 
some actions from the institution. Lastly, the authors do not believe that the exis-
tence of the Swedish Code of Corporate Governance, may improve the effectiveness 
of companies’ corporate governance systems in order to prevent scandals.  

6.2 Limitations 
The investigation of the study is made during the spring of 2005, that is, before the 
1:st of July 2005, when the code shall be implemented. Therefore, the result might 
have been different if the investigation had been done after the code had been imple-
mented. Both in aspect of the misinterpretations of the questions that might occur 
when the respondents answered the survey and the fact that the investigated compa-
nies might prepare to comply to a larger extent after the code is obliged to be imple-
mented.  

If the authors had got the possibility to interview more companies that comply to a 
minor degree, the reasons to different compliance rates would have been more exten-
sive. Due to the fact that the authors interviewed four of five companies listed on the 
A-list, additional reasons might have been found, if more companies listed on the O-
list had been interviewed. Companies on the O-list have on average a lower compli-
ance rate and a more extensive research about these companies might have contrib-
uted more to the thesis concerning the reasons of different compliance rates.    

6.3 Future research 
Due to the fact that the code shall be implemented by the 1:st of July, 2005, it would 
have been interesting to do a research about the Swedish Code of Corporate Govern-
ance a couple of years from now, when the code has been in practice for a while. Do 
companies comply to a larger extent than today or has the code had reverse effects, 
leading to that companies rather explain the deviations of the code? Which effects did 
the code lead to? It would also be interesting to examine which areas of the code that 
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the companies then comply with to a larger extent and which ones the companies 
comply with to a minor degree.  

6.4 Concluding words 
The authors would like to thank all respondents that have participated in the survey 
and in the interviews. Special thanks to Carlson in SCA, Hjorth in Capona, Lindgren 
in Investor, Lilja in JM and Andersson in “company X”, who all have contributed 
with valuable information.  

The authors are also very grateful to the people that have read the thesis and contrib-
uted with proposals during the work with the thesis.  

Last but not least, the authors would like to express gratitude to their tutor, Fredrik 
Ljungdahl, for his advices and opinions during the work with the thesis.
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Appendix 4- Questionnaire to the qualitative interviews 
(Swedish version) 
1) Vilka/vilken, anser Ni, är de viktigaste intressenterna för Ert företag? 
 
2) Vilka/vilken intressent, anser Ni, är den svenska koden primärt till för, för att övervaka 

dennes intresse? 
 
3) Vilken är aktieägarnas roll, anser Ni, i Ert företag? 
 
4) Vilka är aktieägarnas reaktion till införandet av koden?  
 
5) Tror Ni att det går att stoppa skandaler, liknande den i Skandia, genom att införa en svensk 

kod för bolagsstyrning? 
 
6) Tycker Ni att en svensk kod behövs? 
 
7) Vad anser Ni om att den svenska koden för bolagsstyrning bygger på principen ”följ eller 

förklara”? 
 
8) Vilka är fördelarna för Ert företag med att följa kraven i koden, det vill säga ej att förklara 

bort dem?  
 
9) Vilka konsekvenser innebär det för Er att följa koden istället för att förklara avvikelser från 

koden? 
 
10) Varför/varför inte förbereder Ni Er att följa koden i stor utsträckning till den 1 juli 2005 

då Ni primärt skall implementera koden? 
 
11) Hur förbereder Ni Er rent praktiskt för att uppfylla kraven i koden? 
 
12) Har Ni stött på några problem vid implementeringen av koden? Till exempel ej tillräckligt 

många medlemmar i de nya bolagsorganen, motvillighet från ledningen att följa koden etc. 
 
13) (Fråga till de företag som har någon/några avvikelser från koden) Varför har Ni ej valt att 

följa koden i avseende på…? 
 

14) Varför tror Ni att vissa företag följer koden i större utsträckningar än andra? Alltså väljer 
att inte förklara bort avvikelser från koden. 

 
15) Tror Ni att en svensk kod för bolagsstyrning kommer att ge en effekt den avser att ge? 
 

16) Vilken uppfattning har Ni kring den svenska koden för bolagsstyrning i allmänhet? 

 



Appendix 5- Questionnaire to the qualitative interviews 
(English version) 
1) Which stakeholder(s) do you consider to be most important for your company? 
 
2) Which stakeholder(s)’ interest do you believe that the code is observing?  
 
3) What is the role of the shareholders in your company? 
 
4) What reactions to the implementation of the code have you experienced from the 

shareholders? 
 
5) Do you believe that a Swedish Code of Corporate Governance can prevent scandals, such 

as the one in Scandia?  
 
6) Do you believe that a Swedish Code of Corporate Governance is needed? 
 
7) What do you think about the fact that the code is built upon the principle of  ”comply or 

explain”?  
 
8) Which are the advantages for you company in particular to comply with the requirements 

of the code, that is, not to explain the deviations of it? 
 
9) Which consequences does it imply for you to comply with the code instead of explain 

deviations of it?  
 
10) Why do you/don’t you prepare to comply with the code to a large extent by the 1:st of July 

2005, when the code shall be implemented? 
 
11) How do you practically prepare yourself in order to comply with the requirements of the 

code? 
 
12) Have you faced any problems by the implementation of the code? For example, not 

enough members to the different committees, reluctance from the management to comply 
with the code etcetera. 

 
13) (Question to the companies that do not comply with certain requirements of the code) 

Why do you not comply with the requirement considering…? 
 
14) Why do you believe that certain companies comply with the code to a higher degree than 

others?  
 
15) Do you believe that the Swedish Code of Corporate Governance will give the effect it is 

intended to give? 
 
16) What is you opinion about the Swedish Code of Corporate Governance in general? 
 

 



Appendix 6- Linearity assumption 
Scatter plot between compliance rate and turnover 
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Scatter plot between compliance rate and ownership structure 
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Scatter plot between compliance rate and board size 
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Appendix 7- Independence assumption 
Durbin-Watson test between compliance rate and turnover 
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

Durbin-
Watson 

1 ,459(a) ,211 ,186 ,079537 1,717
a  Predictors: (Constant), turnover 
b  Dependent Variable: % compliance 
 
Durbin-Watson test between compliance rate and cross listing 
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

Durbin-
Watson 

1 ,423(a) ,179 ,153 ,081155 2,032
a  Predictors: (Constant), cross-listing 
b  Dependent Variable: % compliance 
 

Durbin-Watson test between compliance rate and ownership structure 
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

Durbin-
Watson 

1 ,343(a) ,117 ,090 ,084122 1,564
a  Predictors: (Constant), ownership structure 
b  Dependent Variable: % compliance 
 
Durbin-Watson test between compliance rate and board size 
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

Durbin-
Watson 

1 ,193(a) ,037 ,007 ,087856 1,515
a  Predictors: (Constant), board size 
b  Dependent Variable: % compliance 
 
 
Durbin-Watson test between compliance rate and industry type 
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

Durbin-
Watson 

1 ,110(a) ,012 -,019 ,088997 1,572
a  Predictors: (Constant), INDUSTR2 
b  Dependent Variable: % compliance 
 
Durbin-Watson test between compliance rate and audit firms 
 Model Summary(b) 
 



Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

Durbin-
Watson 

1 ,031(a) ,001 -,030 ,089498 1,528
a  Predictors: (Constant), Audit firm 
b  Dependent Variable: % compliance 
 
 

 

 

 

 



Appendix 8- Constant variance assumption 
Detrended normal Q-Q plot of the standardized residuals in the regression 
analysis between compliance rate and turnover 
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Detrended normal Q-Q plot of the standardized residuals in the regression 
analysis between compliance rate and ownership structure 
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Detrended normal Q-Q plot of the standardized residuals in the regression 
analysis between compliance rate and board size 
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Appendix 9- Normality assumption 
Normal Q-Q plot of the standardized residuals in the regression analysis 
between compliance rate and turnover 
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Normal Q-Q plot of the standardized residuals in the regression analysis 
between compliance rate and cross listing 
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Normal Q-Q plot of the standardized residuals in the regression analysis 
between compliance rate and ownership structure 
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Normal Q-Q plot of the standardized residuals in the regression analysis 
between compliance rate and board size 
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Normal Q-Q plot of the standardized residuals in the regression analysis 
between compliance rate and industry type 
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Normal Q-Q plot of the standardized residuals in the regression analysis 
between compliance rate and audit firms 
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