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The study investigates the relationship of corporate governance mechanisms, ownership structure and
the Egyptian firm performance. This study utilizes a sample of 50 firms using the accounting and
market data available for the period 2004-2006. The sample firms are all listed in either the Cairo or
Alexandria Stock. The cross-sectional regression analysis is employed to test the hypotheses of the
study. The results indicate a positive significant relationship between firm performance and the
percentage of outside directors in boards and the existence of institutional representatives in boards.
Furthermore, a significant negative relationship exists between firm performance and board size, role
duality and the existence of firm’s website. The results also reveal a significant, positive relationship
between firm performance measures and the percentage of women members in boards of directors in
Egyptian firms. Our results support previous literature and show consistency with the agency theory.
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1. INTRODUCTION mechanisms,  ownership  structure and  firm

performance of the top listed companies in Egypt. The
Corporate governance is nowadays one of the most  Egyptian Exchange is one of the oldest stock markets
discussed topics by academics, practitioners and  established in the Middle East. The Egyptian Stock
regulators. Most of the discussion is targeted at  Exchange (ESE), now renamed "Egyptian Exchange"
publicly held corporations. However, during the last ~ (EGX) and formerly known as Cairo and Alexandria
few years the world has been shocked by numerous  Stock Exchange (CASE), traces its origins to 1883
corporate scandals including WorldCom, Enron,  when the Alexandria Stock Exchange was established,
Adelphia, and Tyco. Those corporate scandals when  followed by the Cairo Stock Exchange in 1903.
combined with the Asian crisis during the late 1990s  Alexandria and Cairo Stock Exchanges were
raise some questions: What are the best mechanisms  competing with each other since their formation. In
that can be used to govern corporations? Does  recent years the two exchanges were integrated. They
corporate governance matter? What is the relationship  are governed by the same board of directors and they
between corporate governance mechanisms and firm  share the same trading, clearing and settlement
performance? Do the agency problems remain  systems, so that market participants have access to
unresolved or could they be overcome through  stocks listed on both exchanges. The ESE was the
governance mechanisms? Those questions have  fifth most active stock exchange worldwide prior to
resulted in academic and professional debates which  the nationalization of industries and acceptance of
contributed to originate a stream of research  central planning policies in the early 1950s. These
investigating the effect of corporate governance  policies led to a considerable reduction in stock
mechanisms on firm performance. In fact, most of  exchange activity and the market stayed largely
previous studies on the relationship between corporate  inactive throughout the 1980s (Mecagni and Sourial,
governance and firm performance have been, in large  1999). The ESE began operating again as a market for
scale, limited to those of developed countries or large  capital only in 1990s, when the Egyptian
emerging countries. Therefore, it seems that  government's restructuring and economic reform
developing countries e.g. [Egypt, are very  program resulted in the revival of the Egyptian stock
understudied in the literature, so this study is an  market; and a major change in the organisation of the
attempt to fill this gap by investigating the  Cairo and Alexandria Stock Exchanges took place in
relationship ~ between  corporate  governance  January 1997 with the election of a new board of
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directors and the establishment of a number of board
committees, which brought about significant
modernisation, culminating in 2008 by the Exchange
winning the award of the most innovative African
Exchange during the annual Summit organized by
Africa Investor in collaboration with NYSE Euronext.
In the case of individuals, mutual funds and
international funds, no taxes are levied on dividends,
capital gains and interest on bonds. There is no stamp
duty on securities. Profits of Egyptian corporations
from investing in securities are subject to capital gains
tax (www.egyptse.com). EGX’s life cycle could be
divided into three distinct stages at which it
experienced dramatic changes. Firstly, it was very
active since its establishment till 1940s in which it
reached its vertex as it was ranked the fifth stock
exchange in the world (Abdel-Shahid, 2003). That era
was followed by dramatic changes in the Egyptian
social and economic structure through the adoption of
socialist, central planning, and nationalization policies
that had led to a severe reduction in the level of
activities of the EGX which started a dormancy stage
that lasted till early 1990. In 1991-1992, the Egyptian
government introduced programs of economic reform
and restructuring; this period was characterized by a
rapid movement towards a free market economy and a
process of deregulation and privatization which
stimulated the economy and led to the revival of the
EGX. During the last few years EGX has experienced
many changes regarding its size, number of listed
companies, regulations, and structure. The Egyptian
Stock Exchange (EGX) has witnessed increased
activity in recent years. Equity market capitalization
grew from 30 to 90 percent of GDP between 2001 and
2007, and the turnover ratio increased from 14 to 49
percent in the same period. However, the number of
traded companies remains small, at under 200. Due to
the reduction in the level of market activities in 2001-
2002, the list of the one hundred most active Egyptian
companies was replaced by more concise list of 50
most active companies (Abdel-Shahid, 2003). EGX
was always characterized by private investors’
dominance. This was changed in 2001 at which
institutional owners represented the majority 67%.
The number of the Egyptian listed companies has
fallen from 978 companies to 211 companies during
the period from 2005 to 2009 due to the new listing
restrictions (restrictions concerning the minimum
values, volumes of trade and number of transactions)
which were imposed by the Stock Exchange. The
investor base expanded significantly, with foreign
investors increasing their equity holdings from 7 to 10
percent of GDP.

Egypt offers a very interesting environment for
studying the relationship between corporate
governance mechanisms and firms’ performance
because of i) the Egyptian rules and regulations are
based on the French civil law of companies, and the
French civil law provides less protection to
shareholder, which contradicts common-law countries
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like UK and USA which provide a high level of
shareholders’ protection. In those countries, the
corporate governance codes are serving as a
compensation for the inherent lack in the legal
systems (Berg and Capoul, 2004); ii) the Egyptian
economy during the last few years has experienced
integration in the global economy through the
internationalization of the capital market which
resulted in increasing the importance of the private
sector in the economy (Abdel-Shahid, 2001); iii)
many Egyptian listed companies are closely held by a
very few number of shareholders as a result of the
Egyptian tax law which encourages listing, and in
addition many small-size companies that are listed in
the EGX would not be listed in any other stock market
around the world (Berg and Capoul, 2004); and iv)
Egypt has observed an increasing interest among
academics and practitioners to corporate governance.
This interest can be noticed by a number of proposed
codes of corporate governance in Egypt combined
with some reports aiming to evaluate the compliance
of the Egyptian companies with international
corporate governance principles and standards such as
the code issued by the Organization for Economic Co-
operation and Development (OECD). These reports
and codes were started by the delegation from the
Egyptian Ministry of Foreign Trade and Investment to
the International Monetary Fund (IMF) and the World
Bank (WB) to prepare a report on the observance of
the corporate governance standards and codes
(ROSC) which aimed to evaluate the recent
improvements in the corporate governance regulations
in Egypt through evaluating the compliance with the
five main principles of the corporate governance code
issued by the OECD; namely, the rights of
shareholders, equitable treatment of shareholders, role
of stakeholders in corporate governance, disclosure
and transparency, and responsibilities of the board of
directors. This report shows that although there is no
corporate governance standard that is completely not
observed, most of standards are not completely
observed either. This report is supported by report
conducted by Fawzy (2003), for the Egyptian Centre
for Economic Studies. The report concluded that,
although the standards of corporate governance in
Egypt have been improved significantly over the last
few years, the degree of progress varies among
different principles. It has also pointed out that
Egyptian firms are still far from properly
implementing corporate governance principles. These
reports are followed by some proposed corporate
governance codes which are issued by different
institutions, such as the Egyptian Institute of Directors
(EloD) in 2006. In conclusion, all these trials to
develop a corporate governance code in Egypt and the
globally increasing attention to corporate governance
have not yet convinced the Egyptian companies of the
tremendous benefits that they will yield if they
comply with corporate governance principles. This
was one of the motives behind this study, which is
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conducted to contribute to building the trust in the
effects from adopting corporate governance principles
by the Egyptian companies on their performance. This
study is organized as follows. Section 2 reviews the
literature and develops the hypotheses. Section 3 is to
present the methodology and data set used in the
study and to explain the detailed analytical procedures
used to test hypotheses. Section 4 shows and explains
the study results. Finally, section 5 concludes the
study.

2. LITERATURE REVIEW AND
HYPOTHESIS DEVELOPMENT

The association between corporate governance
mechanisms and corporate performance is considered
one of the most controversial issues in corporate
finance, yet this relationship is suffering both a
theoretical mixture and empirical ambiguity. The
following section reviews relevant literature and
develops the main hypotheses of the current study.

2.1 Board Size and firm performance

Board size refers to the total number of directors in a
company (Hermalin and Weusbach, 1991; Abdullah,
2004; Ponnu and Karthigeyan, 2010). The number of
directors in a board of directors of a company ranges
from small to large number; in recent years, on
average, the number of directors is about 20 (Othman
et al. 2009). The number of directors in firm’s board
is a relevant feature that has much effect on the
monitoring and disciplining ability of the board
(Musteen et al.,, 2010 and Bozec et al.,, 2010).
Contradictory arguments have been raised concerning
the relationship between the size of the board of
directors and firm performance. There are studies that
have shown increases in board size would negatively
affect company’s performance (Zahra and Pearce,
1989; Bhagat and Black, 1997; Yermack, 1996;
Elsayed, 2010). These studies’ findings are consistent
with the argument of Jensen (1993) that states the
increase in group size would result in a less effective
performance due to the overwhelming problems in
coordination and process. In addition, larger board
size makes communication and decision-making more
troublesome and larger board size may trigger free-
riding issues among the many board members. All
this may lower firm performance (Lipton and Lorsch,
1992; Jensen, 1993; Hermalin and Weisbach, 2003).
The opponents of larger boards have stated many
arguments about the disadvantages of having a large
board such as poorer communication and decision
making problems associated with larger groups
(Lipton and Lorsch, 1992; Jensen, 1993; and John and
Senbet, 1998), and poorer processing of information
(Huther, 1997). Moreover, larger groups have more
emphasis on “politeness and courtesy” and hence they
are easier for CEOs to control (Cornett et al., 2007).
Furthermore, boards of directors having grown too
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big, become more symbolic rather than being the
main part of the decision-making process (Hermalin
and Wiesbach, 2000). Furthermore, Mak and Roush
(2000) argue that larger boards are more difficult for
CEOs to dominate and control. Most of the empirical
studies have found a negative relationship between
board size and firm performance. Fuerst and Kang
(2004) have used Ohlson’s expected residual income
valuation metric to test the relationship between
corporate  governance mechanisms and firm
performance in companies listed in NYSE, AMEX
and NASDAQ exchanges for years 1992-1993. They
have found a negative relationship between board size
and firm performance. Kamran et al. (2006) test the
association between earnings’ contents and two
corporate governance variables (i.e. board size and
proportion of outside directors) using New Zealand
firms. They find a negative relationship between
earnings’ contents and board size. Basu et al. (2007)
analyze 174 large Japanese corporations and use,
among other variables, board size as a monitoring
devise to measure corporate governance mechanisms.
They find a negative relationship between board size
and subsequent accounting performance. Moreover,
Kula (2005) has investigated the effect of board
characteristics on firm performance on small and non-
listed companies in Turkey using both a survey and
OLS modelling; he reached the same conclusion of
the negative association between board size and firm
performance. The same conclusion has been reached
by various studies (e.g. Eisenberg et al., 1998; Bozec,
2005; Cornett et al., 2007 and Haniffa and Hudaib,
2006; Abdullah, 2004; Ahmed et al., 2006; Chaganti
et al., 1985; Yermarck, 1996). Most of these studies
showed a negative relationship between board size
and company’s performance in which smaller board
size would provide higher firm’s performance
compared to larger board size. However, there are
studies that conclude that increases in board size
improve firm’s performance (Eisenberg et al., 1998;
Lanser, 1969). Larger board size provides, potentially,
more monitoring resources, which may enhance firm
performance (Alexander et al., 1993; Goodstein et al.,
1994; Mintzberg, 1983; Pfeffer, 1972; Ben-Amar and
Andre, 2006). Uadiale (2010) suggests that large
board size should be encouraged. The proponents of
larger boards pointed out that the monitoring ability of
the board is increased as more members are added
(Lipton and Lorsch, 1992). Moreover, larger boards
provide companies with the diversity that could help
companies by providing critical resources and
eliminate environmental uncertainties (Pearce and
Zahra, 1992; Goodstein et al., 1994). There are,
however, studies that found no relationship between
board size and company’s performance (such as
Preffer, 1972; Chaganti et al., 1985; Van Ees et al.,
2003). Huang (2010) examines the effects of board
structure and ownership on a bank's performance
using a sample of forty-one commercial banks of
Taiwan. He shows that board size is positively
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associated with performance in Taiwan. Uadiale
(2010) examines the impact of board structure on
corporate performance in Nigeria. He investigates the
composition of boards of directors in Nigerian firms
and analyses whether board structure has an impact on
financial performance, as measured by return on
equity (ROE) and return on capital employed
(ROCE). Using ordinary least squares (OLS), Uadiale
finds that there is a strong positive association
between board size and corporate financial
performance. We note that the empirical evidence on
the relationship between board size and firm
performance is not as ambiguous as the most other
board characteristics. This implies that board size
might moderate the impact of board independence on
firm performance. In conclusion, empirical studies on
the relationship between the characteristics of board
of directors and firm performance have not reached a
conclusive result that can shape a clear association
between them. The inconsistent findings motivate this
study to re-examine this issue. Therefore, the
following hypothesis is developed:

H1: There is not a significant relationship between
board size and firm performance.

2.2 Board composition and firm
performance

Board composition, board independency or the
percentage of outside directors in the board has
received a great interest in the academic literature.
Outside directors are those directors who are not
working in the firms. The importance of the outside
directors in boards and its effect on firm performance
has always been a subject of theoretical and empirical
debate. The agency theory supports the notion that
boards of directors should include a majority of
outside directors as they are independent of the
management and are more willing to effectively
monitor the management. On the other hand,
stewardship theory suggests that control should be
kept in the hands of inside directors as there is no
need for independent monitoring devices on people,
who are considered trustworthy and committed. A
number of studies found that a higher proportion of
non-executive directors in the board would result in
higher performance of the company (Preffer, 1972;
Baysinger and Butler, 1985). These studies argued
that non-executive directors would have less biasness
in their role as a monitoring officer. Proponents to
boards dominated by outsiders argued that non-
executive directors provide superior performance to
the firm as they are independent from firm’s
management (Baysinger and Butler, 1985). Moreover,
Lauenstein (1981) pointed out that outside directors
are in a better position to see the “big picture’ and are
more able to make strategic changes when needed.
The same opinion was stated by Kesner and Dalton
(1986), who argued that outside directors have
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different perspectives and greater objectivity than
executive-directors. Furthermore, Firstenburg and
Malkiel (1980), Weisback (1988) and Bryd and
Hickman (1992) noted that outside directors show a
higher level of response to lower performance by
replacing the CEO. Haniffa and Hudaib (2006) have
studied the relationship  between  corporate
performance measured by Tobin’s Q and ROA and
various corporate governance mechanisms in listed
Malaysian companies. They found a positive
relationship between the proportion of outside
directors and firm performance. Another study by
Cornett et al. (2007) has regressed ROA on the
percentage of institutional ownership and various
corporate governance mechanisms in order to
examine the effect of institutional investors on firm
performance and the relative effect of pressure
sensitive versus insensitive institutional investors in a
sample of firms of S&P100. They found a positive
relationship between the proportion of boards’ outside
directors and firm performance. Various studies
support this positive association, such as by Baysinger
and Butler, 1985; Kesner and Dalton, 1986;
Rosenstein and Wyatt, 1990; Byrd and Hickman,
1992; Denis and Sarin, 1997; Leng, 2004; and
Helland and Sykuta, 2005. Uadiale (2010) also finds
that there is a positive association between outside
directors sitting on the board and corporate financial
performance. The opponents to board dominance of
outsiders argued that non-executive directors may not
have the required expertise and knowledge to
understand the complexities and the highly technical
business issues in corporations. Furthermore, non-
executive members are usually part-timers and
normally they do not have the information required to
take efficient decisions (Baysinger and Hoskisson,
1990; Bhagat and Black, 1997; Bozec, 2005). Finally,
insiders usually are better supplied with information
required to evaluate the performance of managers
(Baysinger and Hoskisson, 1990). Empirical studies
found that a higher proportion of executive directors
would result in better performance as they could
communicate and liaise with the management
(Kesner, 1987; Peng et al., 2003). These studies
argued that executive directors would assist the
management in the day-to-day operations which
eventuate in high levels of performance. Uadiale
(2010) suggests that the composition of outside
directors as members of the board should be sustained
and improved upon to enhance corporate financial
performance. Bozec (2005) examined the relationship
between corporate governance and firm performance
by using data that covers the period 1976-2000 for
State-Owned Enterprises (SOE) in Canada. He
pointed out a negative association between board
outsiders and firm performance. The same conclusion
has been reached by Agrawal and Knoeber (1996)
who investigated the interdependence among different
mechanisms used to control agency cost in the US
context. They have also found a negative relationship

@

NTERPRESS

538



Corporate Ownership & Control / Volume 8, Issue 1, Fall 2010, Continued - 5

between the proportion of independent directors and
firm performance. This negative relationship is
concluded in many empirical studies (e.g. Bhagat and
Black, 1997; Klein, 1998; Fuerst and Kang, 2004;
Kula, 2005). Other studies found contradictory results
(Mace, 1971; Vancil, 1987) or no significant
influence (Hermalin and Weisbach, 1991; Schellenger
et al., 1989; Laing and Weir, 1999). We note that
empirical evidence on the relationship between firm
performance and board composition is not conclusive.
This leads to the following hypothesis.

H2: there is not a significant relationship between
board composition and firm performance.

2.3 Role duality and firm performance

Agency theory argues that personal separation of the
CEO and chairperson roles is important to develop
effective monitoring by the board. If the CEO and
chair of the board are the same person, agency theory
argues that this is likely to create abuse of power,
since this person will be very powerful without
effective checks and balances to control her or him.
Consequently, agency theory predicts that firms with
separation of the CEO and the chair of the board
perform better than their counterparts without
separation (Fama and Jensen, 1983). On the other
hand, stewardship theory argues that putting the roles
of CEO and chair of the board in a single hand is
essential to unify and to remove ambiguity from firm
leadership. According to stewardship theory, when the
roles of CEO and chair of the board are performed by
different people, they often have contrary objectives
(see, for example, Dalton et al., 1998). Therefore,
stewardship theory predicts that firms with CEO
duality perform better than firms without such duality.
Again, this theoretical state of the art is reflected in
empirical work. Some studies support agency theory
(Rechner and Dalton, 1991; Pi and Timme, 1993; Kiel
and Nicholson, 2003), others provide evidence for
stewardship theory (Donaldson and Davis, 1991;
Cornett et al., 2008) and yet others fail to support
either theory (Chaganti et al., 1985; Kesner et al.,
1986; Daily and Dalton, 1992, 1993; Baliga et al.,
1996; Cheung et al. 2006; Elsayed, 2007; Al
Farooque et al., 2007). Boyd (1995) argues that the
sign and magnitude of the CEO duality—firm
performance relationship vary systematically across
the environmental conditions of munificence,
complexity and dynamism. Elsayed (2007) explains
the mixed results in the CEO duality—performance
literature by arguing that the direction and magnitude
of this link are different across industries. This is also
supported by Black et al. (2006). Role duality could
increase firm performance: i) duality provides a
unified leadership (Finkelstein and D’Aveni, 1994);
ii) duality could increase the understanding and
knowledge of the firm environment and operations
which will have a positive effect on firm performance
(Bozec, 2005); iii) role duality helps improving
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management by focusing on company objectives and
permitting faster implementation of operational
decisions (Stewart, 1991); and iv) role duality permits
CEO with strategic vision to take decisions with
minimal board intervention (Dahya et al., 1996).
Ramdani and Witteloostuijn (2010) study the effect of
board independence and CEO duality on firm
performance for a sample of stock-listed enterprises
from Indonesia, Malaysia, South Korea and Thailand.
They find that the effect of board independence and
CEO duality on firm performance is different across
the conditional quantiles of the distribution of firm
performance. Additionally, they find a negative
moderating effect of board size on the positive
relationship between CEO duality and firm
performance. Kholeif (2009) examines the predictions
of agency theory with regard to the negative
association between role duality and firm performance
of most actively-traded Egyptian companies in 2006.
He also examines the role of other corporate
governance mechanisms (board size, top managerial
ownership and institutional ownership) as moderating
variables in the relationship between role duality and
firm performance. His results indicate that the
hypothesized relationships between role duality, the
moderating variables and firm performance have
changed. For companies characterized by large boards
and low top management ownership, firm
performance is negatively affected by role duality and
positively impacted by institutional ownership. The
main limitation of this study is the use of accounting-
based performance measures because of the expected
earnings management behaviours by CEQOs. On the
other hand, role duality could negatively affect firm
performance because: i) duality minimizes board
independency by giving the person great control over
the firm’s destiny which might increase CEO
entrenchment (Bozec, 2005); ii) duality also enables
the CEO to control the stream of information
available to board members that affect their
monitoring role (Jensen, 1993; Cornett et al., 2007);
iii) independent non-executive chairmen are more
likely to provide objective opinions in different
decision-making situations (Weir and Laing, 2001). A
negative relationship between role duality and firm
performance is concluded by various studies (such as
by Cornett et al., 2007; Eisenhardt, 1989; Rechner and
Dalton, 1991; Fuerst and Kang, 2004; Bozec, 2005;
Haniffa and Hudaib, 2006). In addition, Uadiale
(2010) finds a negative association between ROE and
CEO duality, and a strong positive association
between ROCE and CEO duality. However, a positive
association is concluded in a few studies (Boyd, 1995;
Huang, 2010). To sum up, other studies have found an
insignificant relationship between role duality and
firm performance (such as by Berg and Smith, 1978;
Rechner and Dalton, 1989; Brickley et al. 1997; Laing
and Weir, 1999; and Heracleous, 2001). As above, we
can see that mixed evidence has been found on the
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relationship. Therefore, the following hypothesis is
developed.

H3: there is not a significant relationship between
role duality and firm performance.

2.4 Board diversity and firm performance

The issue of board diversity is not commonly
discussed in the corporate governance literature.
However, during the last few years there has been an
increasing emphasis on the gender of top executives
and board members of firms. Till now the percentage
of women reaching top positions in companies is still
low in the majority of countries except for USA and
UK and some European countries. Recently some
governments like Sweden and Norway have
introduced regulations of gender composition of the
boards of directors in private corporations. More
diverse boards usually experience more conflicts
(Hambrick et al., 1996). In their study on the effect of
diversity in organizational groups Millken and
Martins (1996) also introduced a conflicting effect of
diversity. On one hand, board diversity increases the
aggregate level of resources available to the groups
but, on the other hand, it is associated with high level
of conflicts and communication problems. They have
pointed out that these contradicting consequences are
more obvious in the board context. This is because
board members are part-timers who meet each other
periodically so they normally have fewer time and
opportunities to overcome the differences that
separate them. The diversity of the board of directors
could have a positive effect on firm performance as
more diversified boards are taking their decisions
based on a wider range of alternatives than more
homogeneous boards. Moreover, women directors due
to their different working and non working
experiences are expected to have different
perspectives than men in some fields and some
segments of the market. Furthermore, women
directors may increase the creativity and quality of
decision-making of the firm (Singh and Vinnicombe,
2004). Smith et al. (2006) investigate the relationship
between gender diversity in management and firm
performance for all Danish firms with more than 50
employees over the period 1994-2003. Their analysis
suggests that the proportion of women in top
management jobs has from none to positive influence
on firm performance. However, the results show that
the strength of the effects of women in top
management depends on how top CEOs are defined
and on the method of estimation of the model. In
addition, the results point towards a positive influence
on firm performance of the staff representation in the
supervisory board of the firm but more women
representing the shareholders in the supervisory board
of the firm, seems to be unimportant. Furthermore, if
men are the only possible candidates for board
positions then the selection process would be
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inefficient as it ignores a great pool of experiences
and qualifications which -if considered- would
provide higher level of skills to choose among as
mentioned in Smith et al. (2006). Finally, women in
top positions will positively affect the career
aspiration of those in lower levels to perform better
(Ely, 1990; Burke and Mckeen, 1996; and Bell, 2005).
On the other hand, a more diverse board will produce
more opinions and questions which might increase the
time required to take decisions and hence affect the
board efficiency. Empirical evidence on the effect of
gender diversity in the boards of directors is not
conclusive. Some studies have provided evidence
against board diversity such as by Shrader et al.
(1997), who analyzed the effect of board gender
diversity in the top 200 largest companies in USA and
concluded a negative relationship with firm
performance. On the other hand, the overwhelming
evidence supports the notion of positive association
between gender diversity and firm performance (e.g.
Adler, 2001; Catalyst, 2004; and Smith et al. 2006).
These arguments have contributed to build the
following hypothesis.

H4: there is not a significant relationship between
board diversity and firm performance.

2.5 Ownership structure and firm
performance

2.5.1 Managerial ownership and firm
performance

Managerial ownership was originated mainly to solve
the moral hazard problem raised by the separation of
ownership and control which underpins the main
assumption of agency theory (Jensen and Meckling,
1976). Morck et al. (1988) have pointed out that there
are two possible consequences of the managerial
ownership, namely, incentive alignment and
entrenchment. They argued that when the managers’
ownership share increases, their interests are aligned
with those of shareholders and then their behaviour
will serve both interests. However, as the ownership
increases the managers’ bargaining power is increased
as well and then managers can achieve self-interests
without fearing the control power of other
shareholders (Fuerst and Kang, 2004). Most of the
empirical literature has concluded a non-linear
relationship between managerial ownership and firm
performance, such as by Fama and Jensen (1983) and
Morck et al. (1988), who pointed out that even when
managers own a low proportion of companies they
have higher incentives to make strategies in line with
the best interests of shareholders. However, when this
proportion reaches a specific percentage, managers
will start taking decisions that serve their personal
interests regardless of whether it is aligned with those
of other shareholders or not. Some empirical studies
support the assumptions of agency theory by
providing evidence of a positive relationship between
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managerial ownership and firm performance (e.g.
Leland and Pyle, 1977; Hermalin and Weisbach,
1991; Agrawal and Knoeber, 1996; Lins, 2003; Fuerst
and Kang, 2004; Haniffa and Hudaib, 2006 and
Cornett et al., 2007). On the other hand, Jensen and
Ruback (1983) and Stulz (1988) have stated that
managerial ownership and firm performance are
negatively related. There are also some studies which
concluded intermediate evidence by founding no
relationship between managerial ownership and firm
performance such as by Fernandez and Anson (2006)
and Shen et al. (2006). The above discussion leads to
the following hypothesis:

H5: there is not a significant relationship between
managerial ownership and firm performance.

2.5.2 Ownership concentration and firm
performance

Ownership concentration is perceived by agency
theory assumptions as an effective monitoring
technique by which shareholders can ensure that
managers are behaving in the line with their interests.
Ownership concentration provides another conflicting
area of research in the relationship between corporate
governance mechanisms and firm performance.
Ownership concentration comes in the best benefit of
organizational performance as larger shareholders
have both the incentives and the power to monitor and
control the behaviour of management (Xu and Wang,
1999). Shleifer and Vishny (1997) stated that the
“potential takeover threats” imposed by large outside
block holders are considered effective monitoring
devices. Finally, Grossman and Hart (1982) pointed
out that monitoring and disciplining managers is so
expensive which make it difficult for small
shareholders to conduct. So monitoring will be
applicable if —and only if- a single party becomes
large enough to bear the costs of control (Fernandez
and Anson, 2006). However, this lets the small
shareholders benefit from the monitoring power
played by larger ones without bearing any costs (free-
riding). Conversely, ownership concentration has its
own limitations. Firstly, as the shareholding increase
the block holders will have the incentives to
expropriate other shareholders’ interests in order to
achieve their ones (Fuerst and Kang, 2004).
Furthermore, block holders’ domination may damage
corporate performance due to greater exposure to
firm’s risk (Demsetz and Lehn, 1985). Empirical
work on ownership concentration serves as another
part of the ambiguity chain in the corporate
governance-firm performance relationship. The work
conducted by Fuerst and Kang (2004), Leng (2004),
Wang (2005), and Haniffa and Hudaib (2006) have
concluded a negative relationship between ownership
concentration, as measured by the percentage owned
by the largest five shareholders, and firm
performance. On the other hand, various empirical
studies have reached a positive relationship (e.g.
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Agrawal and Knoeber, 1996; Xu and Wang, 1999;
Gedajlovic and Shapiro, 2002; Lins, 2003; Earle et al.,
2005 and Fernandez and Anson, 2006). In addition,
Demsetz and Lehn (1985) concluded that ownership
concentration is not related to firm performance. This
discussion develops the following hypothesis.

H6: there is not a significant relationship between
ownership concentration and firm performance.

2.6 Identity of the largest blockholder and
firm performance

The role of large shareholders on firms’ governance
has been studied from the theoretical and empirical
perspective, since Shleifer and Vishny (1986) pointed
out an agency problem in listed corporations that
arises when large shareholders and dispersed and
atomistic minority shareholders face a possible tender
offer. Their model shows the conditions that minimize
the free rider problem by reducing the takeover
premium of the external raider and increasing the
market value of the firm. Large blockholders serve as
an internal control on managerial behaviour when
there is an effective separation between ownership
and control. Monitoring reduces management’s perk-
consumption and overinvestment in risky projects.
Bennedsen and Wolfenzon (2000) argue that control
structures with multiple shareholders may be the most
efficient ownership structure in environments with
poor shareholder protection because controlling
coalitions can align their incentives to prevent
extraction of rents. Bloch and Hege (2001) also claim
that multiple blockholders can compensate for the
poor legal protection of minorities. They argue that
the relevant concept of control is the contestability of
an incumbent shareholder’s position of power and that
corporate control is contestable if the incumbent
cannot increase the level of control rents without
losing a control contest. In their model, the presence
of two or more large blockholders acts to limit private
rent extraction and attracts the votes of the minority
shareholders when proposals are contested. Maury
and Pajuste (2005) develop a model on the effect of
multiple blockholders in a company and empirically
implement it on the Finnish market. Maury and
Pajuste (2005) find that the effect of multiple
blockholders is not necessarily positive and primarily
depends upon the size and identity of these large
shareholders. Analysing family firms their findings
indicate a value reduction for firms in which the
family dissociates ownership and control through
control-enhancing mechanisms as it allows for a
higher probability to extract private benefits. A
second large shareholder could reduce this effect.
Their results suggest that a second blockholder only
has a positive influence on firm value if it is not
another family. Thus, the presence of two families in
a company destroys even more value while the
presence of a second non-family blockholder lowers
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the possibility of extraction of private benefits. The
findings reported in these studies are inconclusive.
Therefore, the following hypothesis is set to test the
relationship between the identity of the largest
shareholder and firm performance.

H7: there is not a significant relationship between
the identity of the largest shareholder and firm
performance.

2.7 Institutional representatives in the
Board and firm performance

The Egyptian corporate law permits institutional
investors to have representatives from their companies
in the boards of directors of the firm at which they
hold ownership. Institutional investors are considered
as a major governance mechanism that improves firm
performance. Demsetz (1983) and Shleifer and
Vishny (1986), among others, argue that institutional
investors are well-informed and practice their voting
rights systematically to monitor the managers. They
explain the so-called ‘active monitoring hypothesis’
which expects a positive relationship between
institutional ownership and firm performance. The
relationship between institutional investors in the
boards and firm performance was tested by Cornett et
al. (2007), who pointed out a positive relationship
between the number of institutional investors in the
boards and firm performance measured by adjusted
return on assets which is consistent with the
assumption of the agency theory. However, Pound
(1988) expects a negative relationship due to the
strategic alignment between the institutional investors
and the managers of the firm. Boards dominated by
institutional representatives will experience more
conflicts among board members. Moreover,
institutional representatives are required- not only
motivated- to achieve the interests of a single
shareholder party regardless of the interests of the
remaining shareholders groups. This leads to the
following hypothesis.

H8: there is not a significant relationship between
the existence of institutional shareholder
representatives in the boards and firm performance.

2.8 Website and firm performance

This relationship is extracted from the first principle
of the OECD corporate governance principles, which
is “the corporate governance framework should
protect shareholders’ rights. Basic shareholders’ rights
include the right to obtain relevant information about
the corporation on a timely and regular basis” and
websites are the lowest cost and the most efficient
way to provide shareholders this right. Brynjolfsson et
al. (2000) and Brynjolfsson and Hitt (2001) have
found evidence of a relation between investment in
information technology and an improvement in global

”

business performance, and not only productivity of
work factor. Taking as a global result indicator
Tobin’s Q ratio, based on the firm’s value in the stock
market, they concluded that those firms which
invested more in IT achieved superior results. This
association was stronger when the organization, along
with the investment in IT, underwent a structural
reorganization involving interdisciplinary
workgroups, an increase in independent decision-
making and a support for employee training. This
positive view of the competitive impact of IT has,
nevertheless, failed to convince many authors in this
field. Strassmann (1998; 1999), for example, has not
found evidence of a relation between IT investment —
in which we can include technologies based on
TCP/IP — and an increase in either productivity or
company results (McCune, 1998). More recently,
during the second half of the nineties, the discussion
on the correlation between information technology
and company results has seen a new development
regarding strategic development. Specifically, the
paradigm that sees an organization as a reflection of
its internal resources, or resource-based view of the
firm (Wernelfelt, 1984; Barney, 1991; 1995) provides,
indirectly, the basis by which we can explain the
effect of IT on the results of organizations (Ullmann
and Voss, 2000) and, more specifically, on
competitive advantage (Bharadwaj, 2000; Amit and
Zott, 2001). In this line, the results of Bruque et al.
(2002) do not provide support to the abundant
professional literature which finds a net positive effect
of the Internet on the position of the company. These
arguments have contributed to build the following
hypothesis.

H9: there is not a significant relationship between
the existence of a firm’s website and performance.

2.9 Firm size

The firm size is proved to have an effect on firm
performance and is used widely in the empirical
literature of corporate governance because it has a
direct effect on firm performance. However, firm size
could have an ambiguous effect on firm performance.
For example, larger firms can be less efficient than
smaller ones because they may encounter more
government bureaucracy, more redundancy and
bigger agency problems (Sun et al., 2002). But, large
firms may turn out to be more efficient as they are
likely to exploit economies of scale, employ more
skilled managers and exercise market power (Kumar,
2004). Firm size is expected to have a positive sign
for its impact on the performance due to the following
reasons: i) larger firms are more able to undertake
profitable projects (Aljifri and Mousafa, 2007); ii)
larger firms are more able to find markets for their
products and to hire a qualified workforce (Al-Khouri,
2005); iii) larger firms are more diversified, have
economies of scale, and have access to new
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technologies and cheaper sources of funds (Leng,
2004; Fama and French, 1995 and Gedajlovic and
Shapiro, 2002). Firm size is used as a control variable
in most of the studies investigating the corporate
governance/firm  performance relationship. The
hypothesis to be tested is as follows:

H10: There is not a significant relationship between
firm size and firm performance.

3. RESEARCH METHODOLOGY AND
DATASET

In this study, ordinary least squares (OLS) is
employed by regressing corporate governance
variables on various measures of firm performance.
This study uses three measures of firm performance,
namely, ROA, ROE and Tobin’s Q. We test the
following model of firm performance:

ROA, ROE, TOBIN’S Q = o +f; BSIZE + B,BCOM +
BsDUAL + B,BDIV + B:OUTSID + BsMOWN +
B;.LOWN + BGIDENT + BINST + B WSITE +
BuSIZE

where:

e ROA is the return on assets. It is measured
by the ratio of net income divided by total
assets.

e ROE is the return on equity. It is measured
by the ratio of net income divided by
shareholders’ equity

e TOBIN’S Q: it is usually defined as the
market value of equity divided by the
replacement cost of total assets. Tobin’s Q
reflects the growth opportunities or in other
words expectations about a firm’s growth
prospects in the future. Due to the limitation
of the available data, this study calculates
Tobin's q as the result of the market value of
equity plus the book value of the debt
divided by the book value of the total assets.
Tobin’s Q is used widely in several different
versions as a measure of performance in
corporate governance empirical research as
evidenced by Aljifri and Mousafa (2007) and
Omran et al. (2008).

e BSIZE denotes board size and is measured
by numbers of members in the boards of
directors.

e BCOM denotes board composition and is
measured by percentage of non-executive
members in the boards of directors, i.e. the
percentage of board members who are not at
the same time working in the firm.

e DUAL denotes role duality, whether the
same person is holding the CEO/Chairman
positions at the same time or not and is used
as a proxy of board independency. It is

”

measured by a dummy variable, and takes 1
if the CEO is the Chairman and 0 otherwise.

e BDIV denotes board diversity, and is
measured by percentage of female members
in boards of directors.

e OQUTSID denotes the percentage of
shareholdings owned by the public or the
outside individual investors. It reflects the
dispersion of ownership among a large
number of shareholders. It is a percentage of
free float and is measured by shareholdings
of the outside individuals.

e MOWN denotes the percentage of
shareholdings owned by the top management
of firms as a proxy for insider’s ownership,
and is measured by shareholdings of the top
management.

e LOWN denotes the percentage of
shareholdings owned by the largest block
holder as a proxy for ownership
concentration, and it is measured by
shareholdings of the largest owner.

e IDENT denotes identity of the largest
owner, whether the largest shareholder is an
institution or not. This conveys the
differences in monitoring capabilities of
different block holders and it is measured by
a dummy variable which takes 1 if the largest
owner is a private institution and O
otherwise.

e INST denotes institutional representatives
and is measured by a dummy variable which
takesl if board of director includes
institutional representative and 0 if not.

e WSITE denotes website and whether the
firm has a web site or not. It is used as a
proxy for meeting shareholders’ right of
having timely and regular information about
the firm and is measured by a dummy
variable; it takes 1 if the firm has a website
and 0 if not.

e SIZE denotes size and is measured by the
natural logarithm of the firm’s market value.

The study data are obtained from the Egyptian

Stock Exchange (EGX), which is the official provider
of financial and non-financial information for
companies  listed in  the stock  market
(www.egyptse.com). The sample represents the top 50
listed companies in the Egyptian stock exchange. The
sample accounts for about 75% of the total market
capitalization of the Egyptian market and about 80%
of the total value and volume of trade for the period
2004-2006. The time frame for this study covers the
period between 2004 and 2006, so as to allow some
longitudinal dimension to the data; and, as a result,
the estimation process draws on a panel data of firms
and years making a total of 150 observations.

@

NTERPRESS
VIRTUS

543



Corporate Ownership & Control / Volume 8, Issue 1, Fall 2010, Continued - 5

4. RESULTS AND ANALYSIS

Table 1 presents the descriptive statistics of the study
variables. It is noted from Table 1 that the sample
reflects a broad range of variation in the sample. ROA
and ROE do vary among the sample firms. The
percentage of free float and of the largest owner
reflects the compliance with the ownership
concentration structure that characterizes most of the
emerging markets. The percentage of the managerial

ownership reflects the weak use of the managerial
stock as a governance mechanism to deal with the
agency problem in the Egyptian firms. The board size
of Egyptian firms is averaged to 10.74 which is
consistent with the findings of previous studies. The
percentage of the outside members in the boards is
averaged to 78%. Boards in the Egyptian firms are
dominated by outsiders.

Table 1. Descriptive statistics

Panel (A): Mean, standard deviation, minimum and maximum of variables
Variable Mean Std. Deviation Minimum Maximum
ROA 0.09 0.22 -0.11 2.29
ROE 0.16 0.21 -0.59 1.00
TOBIN’S Q 0.96 1.08 0.01 5.30
BSIZE 10.74 3.98 5.00 25.00
BCOM 78.00 18.00 20.00 100.00
OUTSID 36.51 21.82 1.12 91.43
BDIV 0.09 0.10 0.00 0.40
MOWN 5.02 12.39 0.02 62.49
LOWN 33 22.1 0.19 91.51
SIZE 8.68 0.87 6.82 10.87
Panel (B): value, frequency and percent of binary variables
Variable Value Frequency %
DUAL 0 58 39
1 92 61
INST 0 53 35
1 97 65
IDENT 0 97 65
1 53 35
WSITE 0 89 59
1 61 41

The average percentage of the women members
in the board of directors reflects a very weak
participation of women in the Egyptian companies’
boards which is consistent with the case in most of the
emerging countries. Finally, the above table shows
that CEO/chairman duality is common among the
boards of Egyptian companies as well as the existence
of institutional representatives in the board of
directors. It is clear also that a very high percentage of
the Egyptian listed companies (59%) do not have
websites. This is consistent with the research done by
EloD in 2008.

This study has employed ordinary least squares
(OLS) multiple regression. The first step of the
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analysis is to diagnose the critical assumptions of each
test. The multivariate regression assumption of
multicollinearity has been tested using the correlation
matrix shown in Table 2. The correlation matrix
shows that the Pearson correlation coefficients are
less than the 0.70 limit-pointed out by Gujarati (2004)
who argued that multicollinearity might be a problem
when the correlation equals or exceeds 0.70. The
following section summarizes the multiple regression
results. VIF and Tolerance tests do not also show any
indication of colinearity (tests are not reported to save
space).
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Table 2. Correlation Matrix of Independent variables

Variable 1 2 3 4 5 6 7 8 9 10 11
1. BSIZE 1 | 057 ]011] 036 | -0.08 | 005 | -0.28 | -0.08 | 045 | 012 | 0.19
2. BCOM 1 | 007 | 015 | -0.02 | -0.05 | -0.38 | 007 | 040 | 010 | -0.06
3. DUAL 1 | -007 | 013 | 019 | 007 | -023 | 0.04 | -0.28 | -0.19
4. BDIV 1 014 | 014 | 004 | -0.09 | -014 | 006 | 031
5. OUTSID 1 016 | -0.60 | -0.25 | 0.06 | -0.10 | -0.01
6. MOWN 1 | 009 | -016 | -0.02 | 009 | -0.01
7. LOWN 1 012 | -044 | 012 | 015
8. IDENT 1 002 | 019 | 0.00
9. INST 1 | -013 | -0.28
10. WSITE L | o33
11. SIZE 1

Various  corporate  governance  variables,  on firm performance variables. Table 3 summarizes

ownership structure variables and size are regressed

the results of the OLS regression models.

Table 3. OLS regression of corporate governance, ownership structure and firm performance

Variable ROA ROE Q-ratio
Constant 0.347** 0.950%*** 0.735%**
BSIZE -1.134%** -1.112%** -1.066***
BCOM 0.723*** 0.411** 0.110*
DUAL -1.020*** -0.802*** -0.783***
BDIV 0.777*=* 0.572** 0.876%**
OuUTsSID 0.115* 0.105* 0.310**
MOWN 0.032 0.012 0.003
LOWN -0.395** -0.385** -0.366**
IDENT -0.245** -0.229** -0.225**

INST 0.335** 0.221** 0.123*
WSITE -0.259* -0.143* -0.198*
SIZE 1.045*** 1.129*** 0.925%**

Adjusted-R? 62% 59% 52%
F-Value 55.44*** 44.,78%** 36.82***
Notes: *** Significant at 1%; ** Significant at 5% and * Significant at 10%.
The results reveal that the adjusted R? ranges  relationships  between  corporate  governance

between 52% and 62% which is quite a respectable
result. The table also shows that the model reaches
statistical significance with a p-value <.0001. The
table also shows superiority for accounting measures
of corporate performance in capturing various
characteristics of corporate governance. This
conclusion is consistent with the arguments of Prowse
(1992) who argued that accounting-based measures
such as ROA are preferable in studies relating
corporate governance and firm performance. The
results also show that the directions of the
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mechanisms and various firm performance measures
are the same for all measures. The results show a
significant negative relationship between the board
size and firm performance. This significant
relationship is concluded for all measures of
performance which confirms the robustness of the
results. This negative relationship is consistent with
the majority of empirical work in corporate
governance/firm  performance relationship (e.g.
Haniffa and Hudaib, 2006; Cornett et al., 2007) who
argued that larger boards are ineffective and symbolic
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rather than being a part of the management process.
However it is inconsistent with Uadiale (2010) and
Huang, (2010) who find a positive relationship
between board size and firm performance measures.
The results also reveal a positive and significant
relationship between board composition and firm
performance. This is supported by Helland and
Sykuta (2005); Haniffa and Hudaib (2006); Cornett et
al. (2007) and Uadiale (2010). A significant negative
relationship has been found between role duality and
firm performance measures. This result is consistent
with the agency theory arguments and contradicts
those of the stewardship theory which argued that
managers are trustworthy enough to eliminate the
need of other control devices and that duality may
curb the success of managers with a prosperity vision.
This negative relationship is not consistent with the
findings of Boyd (1995) and Davis et al. (1997) who
argued that managers are trustworthy and they will
not use their power as a chairman to achieve personal
interests at the expense of shareholders’ rights. One of
the most interesting results of this study is the positive
association between the percentage of women in
boards of directors and both accounting and market
measures of firm performance. This finding supports
the arguments of Singh and Vinnicombe (2004) who
argued that women directors may increase the
creativity and the quality of the firm’s decision-
making process. A significant positive relationship
has been found between the percentage of outside
directors and firm performance. The significance of
the relationship appears to be much stronger with the
market measures than with accounting measures. This
relationship supports the arguments of the agency
theory which assume that outside directors are
independent of the management and are more willing
to effectively monitor —and if required change- the
manager. The same conclusions have been reached by
many researchers such as Kesner and Dalton (2002);
Leng (2004) and Helland and Sykuta (2005). One
interesting result is that corporate governance is
independent from corporate ownership structure as
managerial ownership is not significantly related to
any measure of corporate performance, which is
consistent with what was concluded by Shen et al.
(2006) and Fernandez and Anson (2006) who found
no relationship between firm’s ownership structure
and firm performance. However, ownership
concentration is negatively significantly related to
firm performance measures. This is inconsistent with
Demsetz and Lehn (1985) who found that ownership
concentration is not related to firm’s firm
performance. The other corporate ownership structure
variable which has a significant relationship with firm
performance is the identity of the largest owner
whether institutional investor or not by showing a
significant  negative  relationship ~ with  firm
performance. This finding could be due to the high
ability of institutions to expropriate the rights of other
dispersed  shareholders.  Moreover, individual
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investors sometimes avoid firms controlled by
institutions, which- due to preferences of institutions
that prefer capital gains- pay less amounts of
dividends. The results show a significant positive
relationship between the existence of institutional
representatives in the board and firm performance
measures. This relationship could be justified by the
efficient monitoring role played by the institutions in
controlling a firm’s board which lead to more efficient
and  shareholders’ interest-oriented  decisions.
Surprisingly, firms which do not have web sites
outperform those which have website. This could be
due to the unfamiliarity of the Egyptian investors and
customers to deal with firms and acquire information
about them through the internet. Moreover, looser
firms and bad performers usually make web sites to
signal their professionalism and to acquire a cheap
competitive advantage. The results also indicate a
significant relationship between firm performance
measures and firm size as found also by Klapper and
Love (2003), Bohren and Odegaard (2003), Larker et
al. (2004) and Aljifri and Mousafa (2007). This result
may reflect an independent source of value creation,
possibly due to market power and economies of scale
and scope (Bohren and Odegaard, 2003). In addition,
the Egyptian large firms have more resources (e.g.
more skilled managers) compared to medium and
small firms which may help them to be more efficient
to attract more investors and increase their firms'
values.

5. CONCLUSION AND FUTURE
RESEARCH

The main objective of this study is to analyze the
effect of corporate governance and ownership
structure on firm performance. Three measurements
of firm performance, namely ROA, ROE and Tobin’s
Q-ratio have been investigated against various
corporate governance mechanisms including board
size, role duality, composition and diversity. The
effect of corporate ownership structure including
managerial ownership, institutional ownership and
ownership concentration has also been analyzed.
Moreover, the effect of various firm characteristics on
firm performance has also been investigated, such as
the existence of institutional representatives on the
board of directors and the existence of firm’s website.
The sample of this study consists of the top 50 most
active companies in the Egyptian Stock Exchange for
the period 2004-2006. The study shows many
interesting results. The results reveal that board of
directors” characteristics show highly significant
relationships with firm performance measures. This
reflects the vital monitoring and controlling role
played by boards of directors on the Egyptian firms.
The results show a significant positive relationship
between some board of director’s variables and
various performance measures, such as percentage of
outside  directors on  boards, institutional
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representatives on boards and the percentage of
female members on boards. The latter was one of the
most interesting results of this study which reflects the
importance of having a diversified pool of skills and
backgrounds in boards of directors even in emerging
markets which in general have minimum percentages
of women’s participation in top managerial positions.
It shows an insignificant association between
managerial ownership and firm performance
measured by accounting and market measures.
However, the results show a positive and significant
relationship between the percentage of outside
directors and firm performance. On the other hand,
some governance variables exhibit a significant
negative relationship with firm performance, such as
the size of the board of director’s, role duality and the
existence of firm’s website. The latter represents
another interesting finding which means that firms
which have website have been performing worse than
firms without one. One reason which could justify this
result is that the electronic business is not completely
established in Egypt. It also reflects the structure of
the Egyptian market which is dominated by classical
and more traditional philosophies of management.
The structure of the Egyptian market shows also a
dominance of governmental owned firms with a
relatively small number of privately owned firms with
modern management styles, but they are still not
stable and not as profitable as the governmental
classical corporations. In conclusion, the results of
this study are consistent with the notion that internal
corporate governance mechanisms are more efficient
in emerging markets with weak external market
capital mechanisms. Moreover, some findings are
consistent with the assumptions of agency theory.
However, this finding is not conclusive as some other
findings are consistent with the assumptions of
stewardship theory.

While this study employs the top 50 companies in
the Egyptian Exchange, which account for more than
75 % of the total market capitalization and more than
80 % of the total value and volume of trade, it would
be useful for future research to use a larger sample in
order to acquire a broader presentation of the market
and to build more accurate conclusions about the
Egyptian market. This study deals with the financial
information and corporate governance data for the
period 2004-2006 which is considered a peak period
in the Egyptian Exchange regarding the growth in the
value and volumes of trade. This might vyield
misleading conclusions, so it could be better for future
research to incorporate more years in order to capture
more market moves. In addition, future research
should incorporate more variables of corporate
governance. In this regard it could be helpful to use a
survey to collect primary data on corporate
governance mechanisms instead of depending on
secondary data which imposes many limitations over
the scope of the research. The area of the board of
directors’ diversity has received very little attention in
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the corporate governance literature. Although, it is
very important as it affects the performance of the
board and hence affects firm performance. This study
has dealt with the gender diversity among board
members. However, further research is needed to
consider other aspects of diversity such as racial
diversity, language diversity, age diversity, and
educational and industrial background diversity. Most
of corporate governance studies deal with institutional
investors as shareholders with high monitoring
capabilities with minor consideration to the nature of
this institution or its identity. Institution’s identity
could largely affect its monitoring capabilities and
hence affect its governance role. So, further research
is needed to consider the effect of institution’s identity
on its governance role. Similarly, there is the identity
of the largest owners or the “block holders” and
whether individuals, institutions, holding companies,
or insiders will affect their monitoring power;
therefore, further research should consider the effect
of the block holder’s identity on firm’s performance.
Future research should be conducted taking into
consideration some important corporate governance
variables, such as the insider ownership, the voting
coalitions and product-market competition. Further
research can also compare Egypt with other
developing countries or developed countries to find
out any unique characteristics of corporate
governance mechanisms. Furthermore, this study has
used the existence of a firm’s website as a proxy to a
shareholder’s right to obtain timely and accurate
information about the company without taking into
account the content of the website and whether it
provides financial information or information that
could help investors taking investment decisions or
not. Then future research should take into account the
content of the websites. Therefore, further research
should consider the effect of online reporting on
corporate governance and firm performance in Egypt
(see, for example; Ezat and EI-Masry, 2008; and
Elsayed et al., 2010). Finally this study has dealt with
board composition or the proportion of outside
directors on board of directors as a measure of board
independency. However, for the board members to be
independent it is not enough to be non-executive but
there should be further focus on the family and
business ties that could affect that independency,
therefore, future research should focus on all
dimensions of board independency.

REFERENCES

1. Abdel-Shahid, S. (2001). ‘Corporate governance is
becoming a global pursuit: what could be done in
Egypt’, Working Paper, Cairo and Alexandria Stock
Exchange, Egypt. Available at www.egyptse.com, and
ssrn.com, DOI 10.2139/ssrn.286875.

Abdel-Shahid, S. (2003). ‘Does ownership structure
affect firm value? Evidence from the Egyptian stock
market’, Working Paper, Cairo and Alexandria Stock

@

NTERPRESS
VIRTUS

547


http://www.egyptse.com/

Corporate Ownership & Control / Volume 8, Issue 1, Fall 2010, Continued - 5

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

Exchange, Egypt. Available at www.egyptse.com; and
ssrn.com, DOI 10.2139/ssrn.378580.

Abdullah, S.N. (2004). ‘Performance among Malaysian
listed companies’. Corporate Governance, 4, pp. 47-61.
Adler, R.D. (2001). ‘Women in the executive suit
correlate to high profits’, Harvard Business Review,
79, pp. 3-18.

Agrawal, A. and Knoeber, C.R. (1996). ‘Firm
performance and mechanisms to control agency
problems between managers and shareholder’, Journal
of Financial and Quantitative Analysis, 31, pp. 377-
397

Ahmed, K., Hossain, M. and Adams, M. (2006). ‘The
effects of board composition and board size on the
informative of annual accounting earnings’, Corporate
Governance: An International Review, 14, pp. 418-
431.

Alexander, J.A., Fennell, M.L. and Halpem, M.T.
(1993). ‘Leadership instability in hospitals: The
influence of board-CEO relations and organizational
growth and decline’, Administrative Science Quarterly,
38, 74-99.

Al-Farooque, O., van Zijl, T. Dunstan, K. and Karim,

AKMW. (2007). ‘Corporate governance in
Bangladesh: link between ownership and financial
performance’, Corporate Governance: An

International Review, 15, pp. 1453-1468.

Aljifri, K. and Mousafa, M. (2007). ‘The impact of
corporate governance mechanisms on the performance
of UAE firms: an empirical analysis’ Journal of
Economic and Administrative Sciences, 23, pp.71-93.
Al-Khouri, R. (2005). ‘Corporate governance and firm
value in emerging markets: the case of Jordan’,
Advances in Financial Economies, 11, pp. 31-50.
Amit, R. and Zott, C. (2001). “Value creation in e-
business’, Strategic Management Journal, Vol. 22, pp.
493-520.

Bahgat, S. and Black, B. (1997). ‘Do independent
directors matter?’, working paper, New York:
Columbia University.

Baliga, B.R., Moyer, R.C. and Rao, R.S. (1996). ‘CEO
duality and firm performance: what’s the fuss?’,
Strategic Management Journal, 17, pp. 41-53.

Barney, J. (1991). ‘Firm resources and sustained
competitive advantage’, Journal of Management, 17,
pp. 99-120.

Barney, J. (1995). ‘Looking inside for competitive
advantage’, Academy of Management Executive, 9, pp.
49-61.

Basu, S., Hwang. L., Mitsudome, T., and Weintrop, J.
(2007).  ‘Corporate  governance, top executive
compensation and firm performance in Japan’. Pacific-
Basin Finance Journal, 15 (1), 56-79.

Bathala, C.T. and Rao, R.P. (1995). ‘The determinants
of board composition: an agency theory perspective’,
Management and Decision Economics, 16, pp. 59-69.
Baysinger, R.D. and Butler, H.N. (1985). ‘Corporate
governance and the board of directors: performance
effects of changes in board composition’, Journal of
Law, Economics and Organization, 1, pp. 101-124.
Baysinger, R.D. and Hoskisson, R.E. (1990). ‘The
composition of boards of directors and strategic
control’, Academy of Management Review, 15, pp. 72-
87.

Bell, L.A. (2005). “Women-led firms and the gender
gap in top executive jobs’, IZA discussion paper, I1ZA,
Bonn

VIRTUS

21.

22.

26.

27.

28.

29.

32.

33.

34.

35.

”

Ben-Amar, W. and Andre, P. (2006). ‘Separation of
ownership from control and acquiring firm
performance: The case of family ownership in
Canada’, Journal of Business Finance & Accounting,
33, pp. 517-543.

Bennedsen, Morten and Daniel Wolfenzon, 2000, “The
balance of power in closely-held corporations,”
Journal of Financial Economics, 58(1-2), 113-139.

. Berg, A. and Capaul, M. (2004). ‘Report on the

observance of standards and codes (ROSC) corporate
governance country assessment: Egypt’, World Bank
and the IMF.

. Berg, S.V. and Smith, S.K. (1978). ‘CEO board

chairman: a quantitative study of dual versus unitary
leadership’, Directors and Boards, 3, pp. 9-34.

. Bharadwaj, A.S. (2000). ‘A resource-based perspective

on information technology capability and firm
performance’, MIS Quarterly, 24, pp. 169-198.

Black, B.S., Jang, H. and Kim, W. (2006). ‘Does
corporate governance predict firms’ market values?
Evidence from Korea’, Journal of Law, Economics and
Organization, 22, pp. 366-413.

Bloch, Francis and Ulrich Hege, 2001, “Multiple Large
Shareholders and Control Contests,” mimeo, HEC.
Bohren, O., and Odegaard, B. (2003). ‘Governance and
performance revisited’. ECGI working paper No. 28.
Boyd, B.K. (1995). ‘CEO duality and firm
performance: a contingency model’, Strategic
Management Journal, 16, pp. 301-312.

Bozec, R. (2005). Board of directors, market discipline
and firm performance, Journal of Business Finance
and Accounting, 12(9,10), pp. 1921-1960.

Bozec, R., Dia, M. and Bozec, Y. (2010).
‘Governance-performance  relationship: a  re-
examination using technical efficiency measures’,
British Journal of Management, 21, pp. 684—700.
Brickley, J.A., Coles, J.L. and Jarrell, C. (1997).
‘Leadership structure: separating the CEO and
chairman of the board’, Journal of Corporate Finance,
3, pp.189-220.

Bruque, S., Vargas, A. and Hernandez, M.J. (2002).
‘Influence of the internet use on firm performance: An
application to the pharmaceutical distribution industry
in Spain’, ECIS 2002, June 6-8, Gdansk, Poland.
Brynjolfsson, E. and Hitt, L. (2001). ‘Beyond
computation: Information technology, organizational
transformation and business performance’,
Unpublished PhD Thesis, MIT, Cambridge, Ma.
Brynjolfsson, E., Hitt, L. and Yang, S. (2000).
‘Intangible assets: How the interaction of computers
and organizational structure affects stock market
valuations’, Mass. Institute of Technology Working
Paper, http://ecommerce.mit.edu/erik/index.html, 30th
November 2000.

Buckland, R. (2001). ‘UK IPO board structures and
post-issue  performance’, Aberdeen Papers in
Accountancy, Finance & Management No. 01-05.

. Burke, R.J. and McKeen, C.A. (1996). ‘Do women at

the top make a difference? Gender proportions and
experiences of managerial and professional women’,
Human Relationships, 49, pp. 1093-1104

Byrd, J.W. and Hickman, K.A. (1992). ‘Do outside
directors monitor managers? Evidence from tender
offer bids’, Journal of Financial Economics, 32, pp.
195-222.

@

NTERPRESS

548


http://www.egyptse.com/

Corporate Ownership & Control / Volume 8, Issue 1, Fall 2010, Continued - 5

39.

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

55.

56.

Catalyst (2004). ‘The bottom line: connecting
corporate performance and gender diversity’, available
at www.catalystwomen.org.

Chaganti, R.S., Mahajan, V. and Sharma, S. (1985).
‘Corporate board size, composition and corporate
failure in retailing industry’, Journal of Management
Studies, 22, pp. 400-417.

Cheung, Y.-L., Raub, P.R. and Stouraitis, A. (2006).
‘Tunneling, propping, and expropriation: evidence
from connected party transactions in Hong Kong’,
Journal of Financial Economics, 82, pp. 343-386.
Cornett, M.M., Marcus, A.J. and Tehranian, H. (2008).
‘Corporate governance and pay-for-performance: the
impact of earnings management’, Journal of Financial
Economics, 87, pp. 357-373.

Cornett, M.M., Marcus, A.J., Saunders, A. and
Tehranian, H. (2007). ‘The impact of institutional
ownership on corporate operating performance’,
Journal of Banking and Finance, 31, pp. 1771-1794.
Dahya, J., Lonie, A.A. and Power, D.M. (1996). The
case for separating the role of chairman and CEO: an
analysis of stock market and accounting data,
Corporate Governance: An International Review, 4,
pp. 71-77.

Daily, C.M. and Dalton, D.R. (1992). ‘The relationship
between governance structure and corporate
performance in entrepreneurial firms’, Journal of
Business Venturing, 7, pp. 375-386.

Daily, C.M. and Dalton, D.R. (1993). ‘Board of
directors leadership and structure: control and
performance implications’, Entrepreneurship Theory
and Practice, 17, pp. 65-81.

Dalton, D.R, Daily, C.M., Ellistrand, A.E. and Johnson,
JL. (1998). ‘Meta-analytic reviews of board
composition, leadership structure and financial
performance’, Strategic Management Journal, 19, pp.
269-290.

Davis, J.H., Schoorman, F.D. and Donaldson, L.
(1997). ‘Toward a stewardship theory of management’,
Academy of Management Review, 22, pp. 20-47.
Demsetz, H. (1983). ‘The structure of the ownership
and the theory of the Firm’. Journal of Law and
Economics, June, pp. 375- 390.

Demsetz, H. and Lehn, K. (1985). ‘The structure of
corporate ownership: causes and consequences’,
Journal of Political Economy, 93, pp. 1155-1177.
Demsetz, H. and Villalonga, B. (2001) ‘Ownership
Structure and Corporate Performance’, Journal of
Corporate Finance, 7, 209-233.

Denis, D.J. and Sarin, A. (1998). ‘Ownership and
board structures in publicly traded corporations’,
working paper.

Donaldson, L. and. Davis, J.H. (1991). ‘Stewardship
theory or agency theory: CEO governance and
shareholder  returns’,  Australian  Journal  of
Management, 16, pp. 49-64.

Earle, J.S., Kucsera, C. and Telegdy, A. (2005).
‘Ownership Concentration and Corporate Performance
on the Budapest Stock Exchange: do too many cooks
spoil the goulash?’, Corporate Governance: An
International Review,13(2), pp. 254-264.

Egyptian Stock Exchange, (2008). Can be accessed at
www.egyptse.com.

Eisenberg, T., Sundgrn, S. and Wells, M. (1998).
‘Larger board size and decreasing firm value in small
firms’, Journal of Financial Economics, 48, pp. 35-54.

VIRTUS

57.

58.

59.

60.

61.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

75.

”

Eisenhardt, K.M. (1989). ‘Agency theory: an
assessment and review’, Academy of Management
Review, 14, pp. 57-74.

Elsayed, A., ElI-Masry, A. and Elbeltagi, 1. (2010).
‘Corporate governance, firm characteristics and
Internet financial reporting: evidence from Egyptian
Listed Companies’, Corporate Ownership and Control
Journal, 7, pp. 397-426.

Elsayed, K. (2007). ‘Does CEO duality really affect
corporate performance?’, Corporate Governance: An
International Review, 15, pp. 1203-1214.

Elsayed, K. (2010). ‘A Multi-theory perspective of
board leadership structure: what does the Egyptian
corporate governance context tell us?’, British Journal
of Management, 21, pp. 80-99.

Ely, R. (1990). ‘The role of men in relationships
among professional women’, Academy of Management
Best Paper Proceedings, pp. 64-368.

Ezat, A. and El-Masry, A. (2008). ‘The impact of
corporate governance on the timeliness of corporate
internet reporting by Egyptian listed companies’,
Managerial Finance, 34, pp. 848-867.

Fama, E.F. and French, K.R. (1995). ‘Size and book to
market factors in earnings and returns’, Journal of
Finance, 50, pp. 131-155.

Fama, E.F. and M.C. Jensen (1983). ‘Separation of

ownership and control’, Journal of Law and
Economics, 26, pp. 301-325.
Fawzy, S. (2003). ‘Assessment of corporate

governance in Egypt’, Egyptian Centre for Economic
Studies, 83.

Fernandez, C. and Anson, S.G. (2005). ‘Does
ownership structure affect firm performance? Evidence
from a continental-type governance system’,
Corporate Ownership and Control, 3, pp. 75-89.
Finkelstein, S. and D’Aveni, R.A. (1994). ‘CEO
duality is double edged sword: how boards of directors
balance entrenchment avoidance and unity command’,
Academy of Management Journal, 37, pp. 1079-1108.
Firstenberg, P.B and Malkiel, B.G. (1980). ‘Why
corporate  boards need independent directors’,
Management Review, April, pp. 26-38.

Fortich, R., Gutierrez, L. and Pombo, C. (2008).
‘Cross-shares, board structure and firm performance in
emerging markets’, GCGF Workshop-Leading Issues
on Corporate Governance in Emerging Markets,
Millstein Center, Yale University.

Furest, O. and Kang, S. (2004). ‘Corporate governance,
expected operating performance and pricing’,
Corporate Ownership and Control, 1(2), pp. 13-30.
Gedajlovic, E. and Shapiro, D.M. (2002). ‘Ownership
structure and firm profitability in Japan’, Academy of
Management Journal, 45, pp. 565-575.

Goodstein, J., Gautum, K. and Boeker, W. (1994).
‘The effect of board size and diversity on strategic
change’, Strategic Management Journal, 15, pp. 241-
250.

Goodstein, J., Gautum, K., & Boeker, W. (1994). ‘The
effect of Board size and Diversity on Strategic
Change’. Strategic Management Journal, 15, 3, 241-
250.

Grossman, S. and Hart, O. (1982). ‘Corporate financial
structure and managerial incentives’, University of
Chicago Press.

Gujarati, D. (2004). ‘Basic econometrics’, Singapore,
McGraw-Hill.

@

NTERPRESS

549


http://www.catalystwomen.org/

Corporate Ownership & Control / Volume 8, Issue 1, Fall 2010, Continued - 5

76.

77.

78.

79.

80.

81.

82.

83.

84.

85.

86.

87.

88.

89.

90.

91.

92.

Hambrick, D.C., Cho, T.S. and Chen, M.J. (1996).
‘The influence of top management team heterogeneity
on firm’s competitive moves’, Administrative Science
Quarterly, 41, pp. 659-684.

Haniffa, R. and Hudaib, M. (2006). ‘Corporate
governance structure and performance of Malaysian
listed companies’, Journal of Business Finance and
Accounting, 33, pp. 1034-1062.

Helland, E. and Sykuta, M. (2005). ‘Who’s monitoring
the monitor? do outside directors protect shareholders’
interests?” Financial Review, 40, pp. 155-172.
Heracleous, L. (2001). “What is the impact of corporate

governance  on  organizational = performance?’
Corporate Governance: an International Review, 9,
pp. 165-173.

Hermalin, B and Weisbach, M (1998). ‘Endogenously
chosen boards of directors and their monitoring of the
CEO’. American Economic Review: American
Economic Association, 88, pp. 96-118.

Hermalin, B and Weisbach, M. (2003) ‘Boards of
directors as an endogenously determined institution: a
survey of the economic literature’, Economic Policy
Review, Federal Reserve Bank of New York, April, 7-
26

Hermalin, H and Weisbach, M. (1991). The effect of
board composition and direct incentives on firm
performance, Financial Management, Winter, pp. 101-
112

Huang, C. (2010). ‘Board, ownership and performance
of banks with a dual board system: Evidence from
Taiwan’, Journal of Management & Organization, 16,
pp. 219-234. Doi: 10.5172/jmo.16.2.219.

Huther, J. (1997). ‘An empirical test of the effect of
board size on firm efficiency’, Economics Letters, 54,
pp. 259-264.

Jensen, M.C. (1993). ‘The modern industrial
revolution, exit and the failure of internal control
systems’, Journal of Finance, 48, pp. 831-880.

Jensen, M.C. and Meckling, W.H. (1976). ‘Theory of
the firm: managerial behaviour, agency costs and
ownership structure’, Journal of Financial Economics,
3, pp. 305-360.

Jensen, M.C. and Ruback, R.S. (1983). ‘The market of
corporate control: the scientific evidence’. Journal of
Finance, 11, pp. 5-50.

John, K. and Senbet, L.W. (1998).
governance and board effectiveness’,
Banking and Finance, 22, pp. 371-403.
Kamran, A., Mahmud, H. and Mike, A. (2006). ‘The
effects of board composition and board size on the
informativeness of annual accounting earning’s.
Corporate Governance: An International Review, 14,
418-431.

Kesner, I.LF. and Dalton, D.R. (1986). ‘Boards of
directors and the checks and (im)balances of corporate
governance’. Business Horizons, 29(5), 17-23.

Kesner, I.F., B. Victor and B. Lamont (1986). ‘Board
composition and the commission of illegal acts: an
investigation of Fortune 500 companies’, Academy of
Management Journal, 29, pp. 789-799.

Kholeif, A. (2009). ‘CEO duality and accounting-based
performance in Egyptian listed companies: A re-
examination of agency theory predictions’, in M.
Tsamenyi and S. Uddin (eds.) Corporate Governance
in Less Developed and Emerging Economies (Research
in Accounting in Emerging Economies, Volume 8),
Emerald Group Publishing Limited, pp.65-96.

‘Corporate
Journal of

VIRTUS

93.

95.

96.

100.

101.

102.

103.

104.

105.

106.

107.

108.

109.

110.

111.

112.

”

. Klapper, L.

. Laing, D. and Weir, C.M. (1999).

. Lanser,

Kiel, G.C. and Nicholson, G.J. (2003). ‘Board
composition and corporate performance: how the
Australian experience informs contrasting theories of
corporate governance’, Corporate Governance: An
International Review, 11, pp. 189-205.

and Love, I (2003). ‘Corporate
governance, Investor protection and performance in
emerging markets’, Journal of Corporate Finance,
195, pp. 1-26.

Klein, A. (1998). ‘Firm performance and board
committee structure’, Journal of Law and Economics,
41, 137-165.

Kula, V. (2005). ‘The impact of the roles, structure and
process of boards on firm performance: evidence from
Turkey’. Corporate Governance: An International
Review, 13, pp. 265-276.

. Kumar, J. (2004). ‘Does ownership structure influence

firm value?: Evidence from India’, EFMA 2004 Basel
Meetings.

‘Governance
structures, size and corporate performance in UK
firms’, Management Decision, 37(5), pp. 457-464.

R. (1969). Visible traits of boards of
directors’. Unpublished doctoral dissertation. Stanford
University.

La-Porta, R., De-Silanes, F.L. and Shleifer, A. (1999).
‘Corporate ownership around the world’, Journal of
Finance, 54, pp. 471-517

Larcker, D., Richardson, S. and Tuna, 1. (2004). ‘How
important is corporate governance?’, SSRN, working
paper, series No. 595821.

Lauenstein, M. (1981). ‘The board of directors: the
need for a strategic concept’, Journal of Business
Strategy, 2, pp. 66-68.

Leland, H. and D.H. Pyle (1977). ‘Information
asymmetric, financial structure and financial
intermediation’, Journal of Finance, 32, pp. 371-388.
Leng, A.C.A. (2004). ‘The impact of corporate
governance practices on firms’ financial performance:
evidence from Malaysian companies’, ASEAN
Economic Bulletin, 21, pp. 308-318.

Lins, K.V. (2003). ‘Equity ownership and firm value in

emerging markets’, Journal of Financial and
Quantitative Analysis, 38, pp. 159-184.
Lipton, M. and Lorsch, JW. (1992). ‘A model

proposal for improved corporate governance’, Business
Lawyer, 48, pp. 59-77.

Mace, M.L. (1971). ‘Directors, myth and reality’.
Boston: Harvard Business School Press Malaysian
Code of Corporate Governance (March 2000)

Mak, Y.T. and Roush, M.L. (2000). ‘Factors affecting
the characteristics of boards of directors: an empirical
study of New Zealand initial public offering firms’,
Journal of Business Research, 47, pp. 147-159.

Maury, B. and Pajuste, A. (2005). ‘Multiple large
shareholders and firm value’, Journal of Banking &
Finance, 29, pp. 1813-1834.

McCune, J. (1998). ‘The productivity paradox’, HR
Focus, 75, pp. 1-4.

Mecagni, M. and Sourial, M.S. (1999). ‘The Egyptian
stock market: efficiency tests and volatility effects’,
Working Paper, WP/99/48, International Monetary
Fund, Washington, DC.

Mehran, H. (1995). ‘Executive compensation structure,
ownership and firm performance’, Journal of Financial
Economics, 38, pp. 163-184.

@

NTERPRESS

550


http://www.atypon-link.com/EMP/loi/jmo

Corporate Ownership & Control / Volume 8, Issue 1, Fall 2010, Continued - 5

113.

114.

115.

116.

117.

118.

110.

120.

121.

122.

123.

124.

125.

126.

127.

128.

129.

Milliken, F. and Martins, S.L. (1996). ‘Searching for
common threads, understanding the multiple effects of
diversity in organizational groups’, Academy of
Management Review, 21, pp. 402-433.

Morck, R., Shleifer, A. and Vishny, R. (1988).
‘Management ownership and market valuation: an
empirical analysis’, Journal of Financial Economics,
20, pp. 293-315.

Musteen, M., Datta, D.K. and Kemmerer, B. (2010).
‘Corporate reputation: do board characteristics
matter?’, British Journal of Management, 21, pp. 498-
510.

Omran, M.M., Bolbol, A. and Fatheldin, A. (2008).
‘Corporate governance and firm performance in Arab
equity markets: Does ownership concentration
matter?’, International Review of Law and Economics,
28, pp. 32-45.

Othman, R., Ponirin, H. and Ghani, E.K. (2009). ‘The
effect of board structure on shareholders’ wealth in
small listed companies in Malaysia’, Management
Science and Engineering, 3, pp. 1-15.

Pearce, J.H. and Zahra, S.A. (1992). ‘Board
composition from a strategic contingency perspective’,
Journal of Management Studies, 29, 411-438.

Peng, M.W; Buck, T and Filatotchev, 1. (2003). ‘Do
outside directors and new managers help improve firm
performance?: An exploratory study in Russian
privatisation’. Journal of World Business, 38(4), 348-
360

Pi, L. and S.G. Timme (1993). ‘Corporate control and
bank efficiency’, Journal of Banking and Finance, 17,
pp. 515-530.

Pound, J. (1988). ‘Proxy contests and the efficiency of
shareholders  oversight’. Journal of Financial
Economics, 20, 237-265.

Preffer, J. (1972). ‘Size and composition of corporate
board of directors: The organisation and its
environment’. Administrative Science Quarterly.
Singapore: Prentice Hall.

Ramdani, D. and Witteloostuijn, A. (2010). ‘The
impact of board independence and CEO duality on
firm performance: A quantile regression analysis for
Indonesia, Malaysia, South Korea and Thailand’,
British Journal of Management, Vol. 21, 607-626.
Rechner, L. and Dalton, D. (1991). ‘CEO duality and
organizational performance: a longitudinal study’,
Strategic Management Journal, 12, pp. 155-160.
Rosenstein, S. and Wyatt, J.G. (1990). ‘Outside
directors board independence and shareholders’
wealth’, Journal of Financial Economics, 26, pp. 175-
191.

Shen, M.J., Hsu, C.C. and Chen, M.C. (2006). ‘A study
of ownership structure and firm value under corporate
governance- the case of listed and OTC companies in
Taiwan’s finance industry’, Journal of American
Academy of Business, 8, pp. 184-191.

Shleifer, A. and Vishny, R. (1997). ‘A survey of
corporate governance’, Journal of Finance, 52, pp.
737-83.

Shleifer, A., and R. Vishny (1986). Large shareholders
and corporate control, Journal of Political Economy
94(3): 461-88.

Singh, V. and Vinnicombe, S. (2004). ‘Why so few
women directors in top UK board rooms? Evidence

VIRTUS

130.

131.

132.

133.

134.

135.

136.

137.

138.

139.

140.

141.

142.

143.

144,

145.

146.

and theoretical explanation’, Corporate Governance:
An International Review, 12, pp. 479-488.

Smith, N., Smith, V. and Verner, M. (2006). ‘Women
in top management and firm performance’, 1ZA
Discussion Paper No. 1708, the Institute for the Study
of Labour (1ZA), Bonn. Retrieved from
http://ftp.iza.org/dp1708.pdf

Stewart, R. (1991). ‘Chairman and chief executives: an
exploration of their relationships’, Journal of
Management Studies, 28, pp. 511-528.

Strassmann, P.A. (1998). ‘Of men and machines:
productivity declines’, Forbes, 11st June.

Strassmann, P.A. (1999). ‘Numbers indicate that firms
overspend on information management’, InfoWorld,
22" March.

Stulz, R. (1988). ‘Managerial control of voting rights:
financing policies and the market for corporate
control’, Journal of Financial Economics, 20, pp. 25-
54.

Sun, Q., Tong, W., & Tong, J. (2002). ‘How does
government ownership affect firm performance?
Evidence from China’s privatization experience’,
Journal of Business Finance and Accounting, 29 (1/2),
1-27.

Uadiale, O.M. (2010). ‘The impact of board structure
on corporate financial performance in Nigeria’,
International Journal of Business and Management, 5,
pp. 155-168.

Ullmann, K.D. and Voss, C.A. (2000). ‘Bridges and
motorways. Exploring the strategic impact of using
SAP R/3 in manufacturing businesses’, Proceedings of
the | World Congress on Production and Operations
Management, POM 2000, Sevilla.

Van Ees, H; Postma, T and Sterken, E (2003). ‘Board
characteristics and corporate performance in the
Netherlands’. Eastern Economic Journal, Winter, 1,
41-58

Vancil, R (1987). ‘Passing in baton: Managing the
process of CEO succession’. Boston: Harvard School
Press.

Wang, C. (2005). ‘Ownership and operating
performance of Chinese IPOs’. Journal of Banking &
Finance 29(7), pp. 1835-1856.

Wang, H., Jin, L. and Xiaozhou, X. (2008). ‘Stock
ownership concentration and firm performance- an
empirical study based on IPO companies in China’,
International Management Review, 4, pp. 37-47.

Weir, C. and Laing, D. (2001). ‘Governance structures,
director independence and corporate performance in
the UK’, European Business Review, 13, pp. 86-94.
Weisback, M.S. (1988). ‘Outside directors and CEO
turnover’, Journal of Financial Economics, 20, pp.
431-460.

Wernelfelt, B. (1984). ‘A resource based view of the
firm’, Strategic Management Journal, 5, pp. 171-180.
Xu, X. and Wang, Y. (1999). ‘Ownership structure and
corporate governance in Chinese stock companies’,
China Economic Review, 10 (1)

Yermack, D. (1996). ‘Higher valuation of companies
with a small board of directors’, Journal of Financial
Economics, 40, pp. 185-212.

147.Zahra, S., and Pearce, J. (1989). ‘Boards of directors

”

and corporate financial performance: A review and
integrative model’. Journal of Management, 15, 291-
334,

@

NTERPRESS

551


http://ftp.iza.org/dp1708.pdf

