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TURKEY

Corporate governance – a cultural divide 

BULGARIA

New code enables international competition 

The process of implementing new 
corporate governance regulations  
by leading companies in Turkey has 
uncovered a cultural difference  
between emerging and developed 
markets, a study has established.

The findings came to light during the 
November 2007 International Research 
Conference on Corporate Governance  
in Emerging Markets, held in Istanbul. 
Here, much of the discussion focused 
on progress that companies in the 
Istanbul Stock Exchange 50 were making 
in implementing governance-related 
disclosure requirements.

According to Bengi Ertuna and Ali Tukel 
of Bogazici University, who undertook 
the research, companies are making  
an effort to implement the regulations – 
recently introduced for the benefit of 

shareholders – but face difficulties in 
interpreting the spirit of the principles. 

They go on to state that corporate 
governance principles were formed in 
developed markets, which are 
characterised by a separation of 
ownership and control. In contrast, the 
conditions in emerging markets tend 
towards highly concentrated ownership 
structures, with a significant number 
under family control. The biggest issue, 
they stated, is monitoring the controlling 
owners and related conflicts of interest.

Mr Ertuna and Mr Tukel looked at three 
mechanisms of board composition and 
control – the existence of independent 
board members; the compensation of 
executive and non-executive board 
members; and the formation of board 
committees. They concluded that, for 

these three items of disclosure,  
the 50 companies investigated had 
complied acceptably in this transition 
period, but that there was still a way  
to go in complying with the substance  
of the principles.

‘The entire corporate governance 
process is a relatively recent concept  
for Turkish companies, and they are 
making efforts to understand and 
interpret its implications,’ they added. 
‘For the time being, companies’  
primary emphasis seems to be on 
making their present governance 
structures look like they are in 
compliance instead of making  
the necessary changes to comply  
with the substance of the regulations.  
The principles addressing the  
relevant conflicts of interests  
remain largely untouched.’

Following Bulgaria’s accession to the 
EU, the country has taken a crucial step 
forwards in supporting domestic 
companies by launching its National 
Corporate Governance Code (NCGC).

One of the main driving forces  
behind the NCGC is the Bulgarian 
Stock Exchange – Sofia (BSE-Sofia), 
which is seeking to encourage the use 
of corporate governance principles by 
public companies, both to enable them 
to compete more effectively on the 
world stage and to raise the confidence 
of domestic and international investors. 
Some 40 Bulgarian companies have 
signed up to the NCGC since its launch 
in October last year.

The NCGC replaces the Corporate 
Governance Code, which had  
only been applied to some of the 
companies trading on the BSE-Sofia. 
Now, not only are all listed companies 
required to adopt the new code, but 
some parts of the NCGC will be 
enshrined in Bulgarian legislation, 
making key elements obligatory  
for non-listed companies as well.  
The rules and provisions of the code  
will be reviewed every 18 months. 

‘The code was much needed for 
Bulgaria to support the business 
community’s efforts to compete in the 
EU and international markets,’ says 
Professor Bistra Boeva, co-chair of the 

task force that developed 
the code. ‘It will give those companies 
that want to apply better governance 
practices an opportunity to  
distinguish themselves.

‘The Bulgarian Corporate Governance 
Code is a first step in the right direction, 
and Bulgaria should vigorously  
continue its effort in improving the 
corporate governance framework.  
This should include full disclosure of 
significant beneficial ownership,  
related-party transactions and 
increased director professionalism.’

For further information, visit  
www.bse-sofia.bg




