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Abstract 

This paper examines the impact of corporate governance mechanisms and CEO characteristics on U.S. listed 
companies’ performance. The corporate governance mechanisms are: shareholdings of insiders, shareholdings of 
the institutional investors and mutual funds, board size and the number of independent directors in the board. We 
used as performance measures the following: Tobin’s Q, return on assets, return on equity, price to book value 
and price earnings ratio. Additionally, we considered the impact of CEOs characteristics on companies’ 
performance. These characteristics are: CEO status regarding the possibility of holding multiple functions, the 
CEO’s possibility of being the founder of the company that he manages, state of residence, age and tenure in 
CEO position. Also we controlled for firm size, firm age and gearing. Our findings suggest mixed results 
between corporate governance and firm performance.  

Keywords: corporate governance, firm performance, corporate governance mechanisms, CEO characteristics, 
agency theory 

1. Introduction 

Corporate governance mechanisms and controls are designed to reduce the inefficiencies that arise from moral 
hazard and adverse selection. However, there are internal corporate governance controls (through which all the 
activities from the companies are monitored and through which are taken corrective action to accomplish the 
goals of the organisation), and external corporate governance controls (which encompass the controls external 
stakeholders exercise over the organization). According to Aggrawal and Knoeber (1996), “agency problems 
arise within a firm whenever managers have incentives to pursue their own interests at shareholder expense”. 
Besides, there are corporate governance mechanisms which could reduce this deficiency. A prominent 
mechanism is represented by the shareholdings of institutional investors which increase the managerial 
monitoring process and improves the companies’ performance, as the presence of independent directors, from 
outside of the company, in the board. However, the debt financing could determine the increase of companies’ 
performance through the monitoring process by the creditors. The managerial labor market could impulse the 
managers to take into consideration their reputation regarding possible future relations with another employers, 
this fact determining the improvement of the performance. Likewise, the threat of displacement manifested from 
the market for corporate control, could lead to a weighty discipline on managers with low performance 
(Aggrawal & Knoeber, 1996).  

Corporate governance is a key element in the improvement process of the efficiency and in the economic 
development process, additionally determining the investors’ protection. According to Shleifer and Vishny 
(1997), corporate governance is defined in terms of the ways in which suppliers of finance to a firm assure 
themselves of a good return to their investment. Also, through corporate governance are identified the 
mechanisms that restrict the agency costs, by checking the managerial unobtrusive and by aligning the 
shareholders’ and managers’ objectives. Corporate governance is the process and structure through which a 
firm’s business and affairs are managed by enhancing business prosperity and corporate accountability with the 
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ultimate objective of enhancing shareholder’s wealth (Mir & Nishat, 2004). On the other hand, firms with 
weaker governance structures have greater agency problems. Also, the CEOs from the firms with greater agency 
problems receive greater compensation and the firms with greater agency problems perform worse (Core et al., 
1999). 

The objective of this study is the investigation of the relationship between corporate governance mechanisms and 
the U.S. listed companies’ performance, also considering some CEO characteristics. However, this paper have 
two major contributions. First, we assess the impact of corporate governance mechanisms on firm performance, 
through the use of quadratic OLS regressions. And, second, we assess the impact of CEO characteristics on firm 
performance, but without considering the interaction firm performance-CEO turnover, as in previous studies. 
Also we use five proxies for firm performance, both accounting measures and measures related to capital market 
performance. 

The remainder of the paper is organized as follows. Section 2 provides prior research on corporate governance 
mechanisms, CEO characteristics and firm performance. Section 3 presents the development of the research 
hypotheses. Section 4 presents the description of the database and the research methodology. Section 5 provides 
descriptive statistics regarding all the variables from the study. Section 6 presents the empirical results and 
discussion. Section 7 concludes the paper. 

2. Literature Review 

The studies conducted until now mentions the fact that both market mechanisms and internal mechanisms of the 
companies, could be used in order to harmonize the interest between managers and stakeholders. Both 
managerial labor market and market for corporate control are exerting pressure in and out of the companies, in 
order to harmonize the interests. According to Fama (1980), “the firm is viewed as a team whose members act 
from self-interest but realize that their destinies depend to some extent on the survival of the team in its 
competition with other teams”, the productivity of each member manifesting a direct effect on the team and on 
the other members. Thus, through the team, every manager has stimulants in order to monitor the behaviour of 
the other managers, being subordinates or superiors. 

However, the studies regarding the relationship between corporate governance and firm performance are wide, 
but the results are not convergent. We distinguish streams which sustain a positive relationship between 
corporate governance and firm performance, while others sustain a negative relationship or a lack of association 
between corporate governance and firm performance. The positive correlation is based on the theory that an 
efficient board of directors could reduce significantly the agency costs (Mashayekhi & Bazaz, 2008). Besides, 
the legal systems, the political stability, the reduced size of the markets, the corporate ownership and the type of 
the individual financial systems, are the differences manifested through the institutional dispositions, between 
developed and developing countries. Corporate governance considers the mechanisms that reduce the agency 
costs, controlling the freedom of action from the manager’s perspective and aligning the interests of the owners 
and managers. According to Shleifer and Vishny (1997), “corporate governance mechanisms are economic and 
legal institutions that can be altered through political process”. 

The studies which research the relationship between corporate governance and firm performance are divided into 
two categories. There are studies which sustain the existence of a relationship between corporate governance and 
firm performance, called “state of imbalance”, because the companies could major their value by modifying their 
corporate governance regimes. Also, there are studies which contradict the existence of a relationship between 
corporate governance and firm performance, named “balanced state”, because the managers could not intensify 
the value of the companies by modifying the corporate governance structures.  

Morck, Schleifer & Vishny (1987), McConnell & Servaes (1990) and Core & Larcker (2002) identified the fact 
that corporate governance structures are influencing the value of the companies. Contrary, Demsetz & Lehn 
(1985) and Agrawal & Knoeber (1996) suggested the fact that the owners and the managers are choosing a 
variety of corporate governance structures, every of them maximising the value of the company, but none of 
them is not correlated with corporate performance. 

An argument in order to solve the agency problem results from the concerns regarding the shareholdings of the 
insiders. However insider ownership can cause two types of fully differentiated behaviour: convergence of 
interests with shareholders and the entrenchment effect. Jensen and Meckling (1976) sustained the fact that as 
insider ownership is growing, the tendency of owners to consume company resources is decreasing. In this way, 
the insiders’ interests and those of shareholders are aligned. On the other side, conflicts between owners and 
managers tend to disappear, and the hypothesis of convergence of interests is accepted. Additionally, the natural 
tendency of managers is to use company resources in their own interests, which may conflict with those of 
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external shareholders. Conversely, when insiders hold a percentage of the capital of the company that is large 
enough to give them voting power or influence, they can achieve their own objectives other than the 
maximization of value without compromising either their jobs or their salaries. Also, we can identify an 
entrenchment effect on the part of insiders, which means that too high a percentage of insider ownership has a 
negative impact on business performance. According to Itturalde et al. (2011), the existence of these two widely 
different effects suggests a nonlinear relationship between insider ownership and the value of the company. The 
convergence of interests hypothesis and the entrenchment effect hypothesis serve as an explanation for the 
bell-shaped relationship between insider ownership and firm value found by McConnell & Servaes (1990) or the 
piecewise-linear relationship discovered by Morck, Shleifer & Vishny (1988) in their previous study. 

Demsetz (1983) asserted that ownership structure is an endogenous outcome of the maximization process and 
every change in ownership level is made in order to maximize the shareholder profit. Therefore, the ownership 
concentration and the profit rate are unrelated. Additionally, Demsetz & Lehn (1985) and Demsetz &Villalonga 
(2001) found that ownership concentration and firm performance are unrelated. The non-linear impact of 
ownership on firm performance was also found by Holderness et al. (1999). 

Ownership concentration considers the proportion of the shares held by the greatest shareholders. A high 
ownership concentration tend to manifest pressure on managers in order to adopt a corporate behavior which 
must determine the maximisation of their wealth. The performance of the companies would be impaired 
(improved) in case of a dispersed (concentrated) shareholding. The high magnitude of concentration of the 
shareholding is positively correlated with performance (Berle & Means, 1932). Morck et al. (1988), McConnell 
& Servaes (1990), and Holderness et al. (1999) all find firm value to rise with low levels of managerial 
ownership and to fall with higher levels of managerial ownership. Chaganti & Damanpour (1991) and 
Lowenstein (1991) found little evidence that institutional ownership is correlated with firm performance. 
However, Shleifer & Vishny (1997) argued that ownership concentration can serve as a substitute for weak 
investor protection rights. Consequently, ownership concentration should be positively related to corporate 
performance especially in environments of weak legal systems. 

The size of the board of directors is another mechanism which could reduce the agency problem. Also, there are 
arguments which sustain the boards composed from a lower number of members. The most important function of 
a board of directors is to control the costs resulted from the separation of ownership and control (Fama & Jensen, 
1983). Thus, it was identified an inverse relationship between the board size and the value of the company 
(Yermack, 1996). The board of directors is realizing the monitoring function in the shareholder’s name because 
of the inconveniences encountered by them in exerting the control, in case of dispersed structures of the 
shareholders. According to John & Senbet (1997), “while the board’s capacity for monitoring increases as more 
directors are added, the benefit may be outweighted by the incremental cost of poorer communication and 
decision-making associated with larger groups”. Lipton & Lorsch (1992) claimed the existenece of small boards, 
and recommended that board size should be limited to seven or eight members. Also, Eisenberg et al. (1998) 
asserted that when board size increases, the difficulties in coordination and communication increase. This fact 
causes greater agency problems and costs. Jensen (1993) stated that “keeping boards small can help improve 
their performance. When boards get beyond seven or eight people they are less likely to function effectively and 
are easier for the CEO to control”. The companies with boards of directors composed between six and fifteen 
members, recorded better values of return on equity rate and profit margin, relative to other companies with 
lower size of the board of directors (Brown & Caylor, 2004). Additionally, the boards composed of a greater 
number of members manifests a significant and negative influence on the future return on assets (Beekes, Hong 
& Owen, 2010). 

In order to improve the agency problem, another mechanism which is proposed is the board structure. However, 
empirical studies of the effect of board structure on firm value or performance generally show results either 
mixed or opposite to what would be expected from the agency cost argument. There are some studies which 
found better performance for firms with boards of directors dominated by outsiders (Rosenstein & Wyatt, 1990; 
Millstein & MacAvoy, 1998), and others which found no such relationship in terms of accounting profits or firm 
value (Hermalin & Weisbach, 1991; Bhagat & Black, 2000; Weir & Laing, 2001). Baysinger & Butler (1985) 
found that board with more outside directors performed better than other firms. Hermalin & Weisbach (1991) 
found no significant correlation between board independence and Tobin’s Q or EBIT. Ezzamel & Watson (1993) 
found that outside directors were positively associated with profitability among a sample of U.K. firms. Also, 
Klein (1998) found no correlation between overall board independence and return on assets, productivity, or 
stock return. Bhagat & Black (2000) found evidence that firms suffering from low profitability respond by 
increasing the independence of their board of directors, but no evidence that this strategy works if those firms 
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with more independent boards achieve improved profitability. Their results are consistent with poor performance 
prompting firms to adopt more independent boards, but suggests that firms do not achieve superior performance 
(and may possibly achieve even worse performance) as a result of this change in board composition. 

Thus, the board structure is not correlated with the corporate performance, while the board size is negatively 
correlated with performance (Hermalin & Weisbach, 2001). Also, there was not recorded an improvement of 
Tobin’s Q rate in the companies with independent board of directors, similarly Bhagat & Black (2000) and 
Hermalin & Weisbach (2001), but resulted that the companies with independent board of directors recorded 
better values of return on equity rate, profit margin, dividend yield and greater stock repurchases (Brown & 
Caylor, 2004). The independence of the board is negatively correlated with the current and future operational 
performance (Bhagat & Bolton, 2008). “The optimal board structure is determined by the trade-off between 
maximizing the incentive for insiders to reveal their private information, minimizing coordination costs among 
outsiders and maximizing the ability of outsiders to reject inferior projects” (Raheja, 2005). 

According to Belkhir (2004), it is considered that separating the titles of Chairman and CEO will reduce agency 
costs and will improve firm performance. The explanation is given by the fact that when the CEO is also the 
chairman of the board, the power within the firm is concentrated in one person’s hands. This situation allows the 
CEO to control information available to other board members. The board becomes under the control of managers, 
which prevents it from effectively accomplishing its tasks of hiring, eventually firing, and rewarding top 
executive officers, and to ratify and monitor important decisions. Given the decrease in the effectiveness of the 
board, the potential agency costs resulting from the separation of ownership and decision making are 
exacerbated. Also, Jensen (1993), stated that “the function of the chairman is to run board meetings and oversee 
the process of hiring, firing, evaluating, and compensating the CEO. Clearly, the CEO cannot perform this 
function apart from his or her personal interest. Without the direction of an independent leader, it is much more 
difficult for the board to perform its critical function. Therefore, for the board to be effective, it is important to 
separate the CEO and chairman positions”. 

On the other hand, stewardship theorists counter-argue that CEO duality positively influence firm performance. 
The managers are inherently trustworthy and are good stewards of company resources (Fama & Jensen, 1983). 
However, Rechner & Dalton (1991), for 141 corporations over a 6-year time period, found that firms with CEO 
duality performed better. Also, Brickley et al. (1997) argued that separating the titles will reduce agency costs in 
corporations and will improve performance. Bhagat & Bolton (2008) stated the fact that the separation between 
the Chief Executive Officer and the chairman of the company is positively correlated and statistically significant 
with the current and future operational performance. 

However, Daily & Dalton (1992), examined the organizational agent/firm performance linkage focusing 
specifically on the role of founder Chief Executive Officers (CEOs) and the composition of the boards of 
directors, for entrepreneurial firms. They found no relationship between CEO duality and firm performance. Also 
Chen et al. (2008), didn’t find a significant relationship between CEO duality and firm performance nor 
improvement in firm performance after the change in leadership structure. 

Adams et al. (2009), found strong evidence that founder-CEO status is endogenous in performance regressions 
and that good performance makes it less likely that the founder retains the CEO title. After factoring out the 
effect of performance on founder-CEO status, they identified a positive causal effect of founder-CEOs on firm 
performance that is quantitatively larger than the effect estimated through standard OLS regressions. However, 
Villalonga & Amit (2006), Palia et al. (2008) and, Fahlenbrach (2009) all find a positive relation between 
founder-CEOs and firm performance. 

Miller & Shamsie (2001) found that product line experimentation declines over the course of executive tenures. 
Also, they found that there is an inverse U-shaped relationship between top executive tenure and an 
organization’s financial performance. Serfling (2012) found that the age of a CEO can have an important effect 
on corporate financial policy choices, firm performance, and the existence of agency costs within a firm. Thus, 
older CEOs tend to invest less than younger CEOs, and this finding is concentrated in firms with above median 
investment opportunities. These situation suggests that older CEOs may be passing up investing in valuable 
projects, and thereby, creating agency costs through underinvestment. 

However, as regards the relationship between CEO characteristics, previous studies researched predominantly 
the relationship between CEO characteristics-firm performance-CEO turnover. In this study we will research the 
relationship between CEO characteristics and firm performance, but without considering the probability of CEO 
turnover. Also, previous studies which used CEO age and CEO tenure, analysed their impact on CEO 
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compensation. Li & Maksmovic (2010) stated that boards with short industry tenure negatively affect firm 
performance by selecting star CEOs who do not possess the necessary management skills. 

3. Hypotheses Development 

The global objective of our research consist in the examination of the relationship between corporate governance 
mechanisms, CEO characteristics and the performance of the U.S. listed companies. 

We set the following hypotheses which will be tested afterwards, in accordance with the studies mentioned 
previously: 

 Hypothesis 1 (H1): There is a positive relationship between the insider shareholdings and firm performance 
(Agrawal & Knoeber, 1996); 

 Hypothesis 2 (H2): There is a positive relationship between the number of the independent directors from the 
board of directors and firm performance (Baysinger & Butler, 1985; Rosenstein & Wyatt, 1990; Ezzamel & 
Watson, 1993; Millstein & MacAvoy, 1998; Brown & Caylor, 2004; Bhagat & Bolton, 2008); 

 Hypothesis 3 (H3): There is a negative relationship between the size of the board of directors and firm 
performance (Yermack, 1996; Hermalin & Weisbach, 2001; Beekes, Hong & Owen, 2010); 

 Hypothesis 4 (H4): There is a positive relationship between the institutional investors’ and mutual funds’ 
shareholdings and firm performance (McConnell & Servaes, 1990); 

 Hypothesis 5 (H5): The companies in which the CEO and the Chairman are different persons, are recording 
better performance relative to the companies in which the CEO and the Chairman are the same person (Jensen, 
1993; Brickley et al., 1997; Belkhir, 2004; Bhagat & Bolton, 2008); 

 Hypothesis 6 (H6): The companies where the CEO is resident in the United States are recording lower 
performance relative to the companies where the CEO is not resident in the United States. Similar Sanda et al. 
(2005), to examine the extent to which business experience and skills of CEOs play an important role in 
affecting firm performance, we made a simplifying assumption that in U.S., compared with their local 
counterparts, foreign CEOs have more experience in modern management techniques and have greater 
international exposure; 

 Hypothesis 7 (H7): The companies where the CEO is their founder are recording better performance relative to 
the companies where the CEO is not their founder (Villalonga & Amit, 2006; Palia et al., 2008; Adams et al., 
2009; Fahlenbrach, 2009); 

 Hypothesis 8 (H8): There is a negative relationship between the age of the CEO and firm performance. When 
we designed this hypothesis, we considered the tournament model. Thus, a strand of the tournament literature 
has focused on rank-order tournaments, in which workers are paid according to their relative performance in 
identical tasks. However, we considered that there are younger employees than CEO which could perform 
better.  

 Hypothesis 9 (H9): There is a positive relationship between the CEO tenure as Chief Executive Officer and 
firm performance. We consider that an increased tenure is accompanied by professional skills, which will be 
used in order to enhance the firm performance. 

4. Description of the Database and Research Methodology 

The process regarding the creation of the database, in order to investigate the relationship between corporate 
governance mechanisms, CEO characteristics and firm performance, consisted in using a random sample of 155 
U.S companies, provided by Institutional Shareholder Services (ISS). However, this sample initially comprised 
only Governance Risk Indicators, which we used to research the relationship between corporate governance 
ratings and firm performance, in another study. After we got this sample, we started to collect data regarding 
corporate governance (both corporate governance mechanisms and CEO characteristics), data regarding firm 
performance and firm characteristics data (as firm size, firm age and gearing), from public sources. Also, all the 
data corresponds to the year 2011. 

The companies from the sample belong to twenty different industries, including banking and financial services 
sector. Also, the companies have the following distribution regarding the industry membership: 55 companies 
listed at New York Stock Exchange, 94 companies listed at Nasdaq and 6 companies listed at American Stock 
Exchange. 
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Table 1. Variables Covered in the Empirical Research 

Variable Name Description of the variable Data Source 

1. Data regarding corporate governance 

Insider_Share (%) 
The shareholdings of the insiders (fraction of shares held by the insiders from the total 

shares) www.morningstar.com

BoardSize The number of members which compose the board of directors 

No_IndependentDir The number of the independent directors from the board of directors www.reuters.com 

Concent (%) The fraction of the shares held by the institutional investors and mutual funds finance.yahoo.com 

CEO_Resident 

Dummy Variable 

If the CEO is resident in the U.S.A. = 0 

If the CEO is not resident in the U.S.A. = 1 

www.reuters.com 

people.forbes.com 

CEO_Status 

Dummy Variable 

If the CEO is the Chairman of the Board = 0 

If the CEO is not the Chairman of the Board = 1 
www.bloomberg.com 

CEO_Founder 

Dummy Variable 

If the CEO is the founder of the company= 1 

If the CEO is not the founder of the company = 0 

CEO_Age The age of the Chief Executive Officer 
markets.ft.com 

CEO_Tenure The tenure of Chief Executive Officer as CEO 

2. Data regarding firm performance 

Q 
Tobin’s Q, as the ratio between the market value and replacement value of the same 

physical asset 
uk.advfn.com/ 

PBV Price to book value, as the ratio of the market value of equity to the book value of equity. 

www.barchart.com 

ROA (%) 

Return on Assets shows how profitable a company is relative to its total assets. It is 

calculated by dividing a company’s annual earnings by its total assets, expressed as a 

percentage. 

ROE (%) 

Return on Equity measures the rate of return on the ownership interest (shareholders’ 

equity) of the common stock owners. It measures a firm’s efficiency at generating profits 

from every unit of shareholders’ equity (also known as net assets or assets minus 

liabilities). ROE is equal to a fiscal year’s net income (after preferred stock dividends but 

before common stock dividends) divided by total equity (excluding preferred shares), 

expressed as a percentage. 

PER 

Price-earnings ratio tells us how many times the market price of a share is vis-a-vis its 

earning. It is calculated as the ratio between the market price of the share and the earning 

per share. 

3. Data regarding the firm size 

LogAssets Logarithm of Total Assets uk.advfn.com/ 

4. Data regarding the firm age  

Years_Listing The number of years of listing at a Stock Exchange 
www.nyse.com 

www.nasdaq.com 

5. Data regarding the gearing 

Financial_leverage Financial leverage (calculated as the ratio of total debt to equity) uk.advfn.com 

Source: Own processing. 

 

In Table 1 we describe the variables which will be used in the empirical research, respectively data regarding 
corporate governance (including both corporate governance mechanisms and CEO characteristics), data 
regarding firm performance, data regarding the size of the companies, data regarding the firm age and data 
regarding gearing.  

In order to examine the influence of corporate governance mechanisms and CEO characteristics on firm 
performance, in the literature on corporate governance, we have found the usage of the following type of models: 
multifactorial linear regression models, simultaneous equation models, as estimating through generalized method 
of moments. To test the hypoteses mentioned above we decided to use the cross-section multiple linear 
regression, following the general model, because our data correspond to one period, respectively, the year 2011: 

yi = α + β1x1i + β2x2i + … + βmxmi + εi  
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where: 

yi = the dependent variable, represented by the firm performance; 

α = this parameter is called the constant or intercept and represents the expected response when x = 0. It 
quantify the influence of all determinants of firm performance with the exception of the independent variables 
introduced in the model (and which were not taken into consideration through an explanatory variable, but 
which are characterized through some stability in time); 

β = this parameter is called the slope, and represents the expected increment in the response per unit change in 
x; 

xji = the independent variable j for each company i; 

εi = the residual term of the regression, quantifying the influence of factors with random action (not 
systematically), characterized by the fact that the mean is zero and the variance is constant; 

i = the company = 1, 2, ..., 155. 

 
Table 2. The Variables from the Econometric Research 

Dependent Variables Independent Variables 

 

 

The firm performance is revealed through the following variables:

 

Q 

PBV 

ROA 

ROE 

PER 

Insider_Share 

BoardSize 

No_IndependentDir 

Concent 

CEO_Resident 

CEO_Status 

CEO_Founder 

CEO_Age 

CEO_Tenure 

Control Variables 

LogAssets 

Years_Listing 

Financial_leverage 

Source: Own processing. 

 

In Table 2 we present the variables from the econometric models which will be developed beyond, respectively 
the dependent variables (variables which quantify the firm performance), independent variables (variables which 
are showing the corporate governance mechanisms and CEO characteristics) and control variables (variables 
which measure the company size, company age and gearing). 

Thus, the relationship between corporate governance mechanisms and U.S. listed companies’ performance will 
be investigated through five econometric models. By taking into consideration the fact that the relationship 
between firm performance and corporate governance variables is not linear, we considered in the first four 
regression models the quadratic values of some variables. Besides, in order to remove the multicollinearity 
problem, which could determine the misrepresentation of the interpretations regarding the results from the 
models, we centered the values of the variables which followed to be squared. 

In the corporate governance literature, we identified three main approaches to firm level performance: studies 
based on market prices, accounting ratios and total factor profitability. However, measuring firm performance 
using accounting ratios is also common in the corporate governance literature, in particular, return on assets and 
return on equity. The studies in which performance is measured through Tobin’s Q and is operationalized as 
market to book are consistent with agency theory. Thus, large outside owners destroy market value, inside 
owners create it unless the stakes are unusually big and direct ownership is more beneficial than indirect (Bocean 
& Barbu, 2007). The return on assets and return on equity are accounting measures of profitability and efficiency. 
On the other hand, Tobin’s Q, price to book value and price-earnings ratio capture market expectations about 
future earnings. While the ROA and ROE-corporate governance link reflects a tangible, balance-sheet effect, 
Tobin’s Q, PBV and PER-corporate governance nexus has more to do with market perceptions about the value 
of corporate governance. 

We used as control variables the logarithm of total assets, the number of years of listing at a Stock Exchange and 
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the financial leverage. However, there is considerable evidence that the size of the firm plays an important role 
in corporate governance and corporate performance, and that there is a negative significant relationship, when 
it’s used as a control variable, to measure the effect of corporate governance on firm value. The logarithm of 
total assets is used as a proxy for firm size (Al-Haddad, Alzurqan & Al_Sufy, 2011). The leverage ratio can, on 
one hand, improve performance by limiting managerial misbehavior and by serving as a signal of high quality, 
but, on the other hand, high leverage may lead to asset substitution and underinvestment (Bebczuk, 2005). We 
also consider the firm age, as the number of years of listing at a Stock Exchange, instead of number of years 
from founding. Loderer & Waelchli (2011) asserted the fact that as firms grow older, their performance 
deteriorates. Also they mentioned that ROA goes down, costs go up, and market size shrinks. 

Like McConnell & Servaes (1990) and Sanda et al. (2005), we followed the same approach and we designed five 
models to capture the impact of corporate governance mechanisms and CEO characteristics on firm 
performance. 

The first model was designed to capture the impact of all corporate governance mechanisms, and the status of 
CEO regarding duality, on firm performance, without taking into consideration the control variables: 

 Model 1 

Firm_Performance = α + β1*No_IndependentDir + β2*Insider_Share + β3*Insider_Share2+ β4*BoardSize + 
β5*BoardSize2 + β6*CEO_Status + β7*Concent + εi 

In the second model we try to capture the impact of all corporate governance mechanisms, and the status of CEO 
regarding duality, on firm performance, but controlling for firm size and gearing: 

 Model 2 

Firm_Performance = α + β1*No_IndependentDir+ β2*Insider_Share + β3*Insider_Share2 + β4*BoardSize + 
β5*BoardSize2 + β6*CEO_Status + β7*Concent + β8*Concent2+ β9*LogAssets+ β10*Financial_leverage + εi 

The third model was designed to capture the impact of all corporate governance mechanisms, the status of CEO 
regarding duality and residence, on firm performance, without taking into consideration the control variables: 

 Model 3 

Firm_Performance = α + β1*No_IndependentDir + β2*Insider_Share + β3*Insider_Share2+ β4*BoardSize + 
β5*BoardSize2 + β6*CEO_Resident + β7*CEO_Status + β8*Concent + εi 

The fourth model was designed to capture the impact of all corporate governance mechanisms, the status of CEO 
regarding duality, and the possibility of being the founder of the company, on firm performance, without taking 
into consideration the control variables: 

 Model 4 

Firm_Performance = α + β1*No_IndependentDir + β2*Insider_Share + β3*Insider_Share2 + β4*BoardSize + 
β5*BoardSize2 + β6*CEO_Founder + β7*CEO_Status + β8*Concent + εi 

The purpose of the fifth model is to capture the impact of CEO age and CEO tenure on firm performance, 
controlling for gearing and firm age: 

 Model 5 

Firm_Performance = α + β1*CEO_Age + β2*CEO_Tenure + β3*LogAssets + β4*Financial_leverage + 
β5*Years_Listing + εi 

5. Descriptive Statistics 

In Table 3 we show descriptive statistics of the variables. Thus, in case of CEO_Status, by taking into 
consideration the median value (Table 3: Median for CEO_Status = 1), there results that CEOs are not the 
Chairmans of the boards of directors. However, we conclude a majority of CEO with residence in the United 
States (Table 3: Median for CEO_Resident = 0). Also, by taking into consideration the median value, the CEOs 
from the sample are not the founders of the companies that they mange (Table 3: Median for CEO_Founder = 0). 
We can see that board size is between four and fifteen members, the median value being eight, in accordance 
with Lipton & Lorsch (1992) and Brown & Caylor (2004). 

In Table 4 we show the Pearson’s Correlation Matrix for all variables as they enter the regression model. Each 
box contains two values: the value of the correlation coefficient and the probability. 

The size of the board of directors is positively correlated with return on assets (Pearson’s Correlation Coefficient 
= .18, Prob. = .01). This fact could be explained by that the boards composed of a greater number of members 
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determine a significant control and a better performance. Also, return on assets is positively correlated with the 
number of independent directors from the board (Pearson’s Correlation Coefficient = .15, Prob. = .05) and with 
the fraction of shares held by the institutional investors and mutual funds (Pearson’s Correlation Coefficient 
= .38, Prob. = 0). We could say that the companies benefit from the presence of independent directors and 
institutional investors and mutual funds. As regards the correlation between CEO_Status and firm performance, 
respectively the correlation between the age of the CEO and firm performance, we conclude no significant 
associations. There resulted a negative correlation between CEO_Resident and return on equity (Pearson’s 
Correlation Coefficient = -.17, Prob. = .02), while there resulted that CEO_Founder and firm performance are 
not significant correlated. Thus, we can say that CEO_Founder does not influence firm performance, measured 
through all ratios. 
 
Table 3. Descriptive Statistics of the Variables 

Variable No. observations Minimum Maximum Mean Median Std. Deviation 

Q 155 .02 17.56 1.78 .87 2.48 

PBV 155 -17.1 28.7 3.23 1.89 4.73 

ROA 155 -.94 .36 -.03 .01 .18 

ROE 155 -10.68 3.57 -.20 .06 1.25 

PER 155 -325.4 908.33 20.40 12.38 87.76 

Insider_Share  155 0 1 .05 .01 .10 

BoardSize 155 4 15 8.46 8 2.16 

No_IndependentDir 155 0 10 4.57 5 2.72 

Concent  155 0 1.28 .66 .72 .28 

CEO_Resident 155 0 1 .17 0 .38 

CEO_Status 155 0 1 .55 1 .49 

CEO_Founder 155 0 1 .07 0 .25 

CEO_Age 155 34 75 54.56 54 7.77 

CEO_Tenure 155 0 92 9.90 8 10.07 

Years_Listing 155 0 84 13.66 11 12.94 

LogAssets 155 2.97 11.9 6.62 6.51 1.62 

Financial_leverage 155 -11.8 47.4 4.25 2.1 6.99 

Source: Own calculations using IBM SPSS Statistics 19. 

 

However, there resulted positive correlations between return on assets and the tenure of the CEO (Pearson’s 
Correlation Coefficient = .16, Prob. = .03) and between price-earnings ratio and the tenure of CEO (Pearson’s 
Correlation Coefficient = .16, Prob. = .04). This fact could reflect a positive influence of the tenure of the CEO 
on firm performance measured with ROA and PER. However, we can expect that as the CEO tenure in the Chief 
Executive Officer position increases, the firm performance, measured with ROA and PER, is better. The variable 
which measures the number of years of listing at a Stock Exchange is positively correlated with return on assets 
(Pearson’s Correlation Coefficient = .22, Prob. = .00), fact which could signify an improvement of the 
performance measured with ROA, as the time since listing increases. This fact contradict Loderer & Waelchli 
(2011) which mentioned that ROA goes down as firms grow older.  

We find that financial leverage is negatively correlated with Tobin’s Q (Pearson’s Correlation Coefficient = -.19, 
Prob. = .01). This fact could indicate that firms with low anticipated growth opportunities (low Tobin’s Q) 
experience negative relation between leverage and growth. However, Aivazian (2005) mentioned that leverage is 
negatively related to investment and that this negative effect is significantly stronger for firms with low growth 
opportunities than those with high growth opportunities. This provides support to agency theories of corporate 
leverage, and especially the theory that leverage has a disciplining role for firms with low growth opportunities. 
Also, Myers (1977) argued that leverage could have a negative effect on investment because of an agency 
problem between shareholders and bondholders. On the other hand, financial leverage is positively correlated 
with price to book value ratio (Pearson’s Correlation Coefficient = .42, Prob. = 0).  
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Table 4. Pearson’s Correlation Matrix for all variables as they enter the regression model  
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1 1 -.21** -.23** -.37** .04 -.12 .38** -.02 .16* -.04 .12 .09 -.10 -.03 .06 -.25** .00 

 .00 .00 0 .57 .13 0 .72 .03 .56 .12 .23 .17 .69 .41 .00 .94 

2 -.21** 1 .35** .07 -.15 .02 -.01 .07 .02 .23** -.23** -.14 .18* .07 -.04 .59** .06 

.00  0 .35 .05 .73 .87 .38 .73 .00 .00 .07 .01 .38 .55 0 .42 

3 -.23** .35** 1 .23** -.11 -.08 .07 .04 .09 .11 -.07 .00 .15* .03 .09 .29** .02 

.00 0  .00 .15 .28 .37 .60 .24 .14 .34 .98 .05 .69 .23 0 .76 

4 -.37** .07 .23** 1 -.07 -.00 -.03 .00 .12 .14 -.16* .06 .38** .13 .15 .28** -.03

0 .35 .00  .33 .96 .66 .92 .11 .06 .04 .43 0 .09 .06 0 .64 

5 .04 -.15 -.11 -.07 1 .00 .07 -.04 -.01 -.11 .03 -.10 -.02 -.17* -.05 -.17* -.09

.57 .05 .15 .33  .93 .37 .54 .83 .15 .66 .18 .72 .02 .49 .03 .21 

6 -.12 .02 -.08 -.00 .00 1 -.20* -.30** -.14 -.05 -.03 -.02 -.06 .06 .03 -.10 .03 

.13 .73 .28 .96 .93  .01 0 .07 .48 .70 .79 .44 .44 .71 .20 .64 

7 .38** -.01 .07 -.03 .07 -.20* 1 .03 .25** -.07 .01 -.00 .05 -.01 .07 -.05 0 

0 .87 .37 .66 .37 .01  .66 .00 .38 .81 .92 .52 .87 .35 .48 .99 

8 -.02 .07 .04 .00 -.04 -.30** .03 1 .12 .02 -.01 .01 .00 -.03 -.08 .16* .12 

.72 .38 .60 .92 .54 0 .66  .11 .72 .87 .89 .98 .66 .29 .04 .12 

9 .16* .02 .09 .12 -.01 -.14 .25** .12 1 .15 -.07 .00 .16* .07 .16* .04 .04 

.03 .73 .24 .11 .83 .07 .00 .11  .06 .38 .97 .03 .36 .04 .56 .55 

10 -.04 .23** .11 .14 -.11 -.05 -.07 .02 .15 1 -.19* -.13 .22** .11 -.01 .39** .01 

.56 .00 .14 .06 .15 .48 .38 .72 .06  .01 .10 .00 .15 .85 0 .85 

11 .12 -.23** -.07 -.16* .03 -.03 .01 -.01 -.07 -.19* 1 .47** -.28** .03 -.08 -.46** -.19*

.12 .00 .34 .04 .66 .70 .81 .87 .38 .01  0 0 .65 .30 0 .01 

12 .09 -.14 .00 .06 -.10 -.02 -.00 .01 .00 -.13 .47** 1 -.10 .14 -.00 -.23** .42**

.23 .07 .98 .43 .18 .79 .92 .89 .97 .10 0  .20 .07 .94 .00 0 

13 -.10 .18* .15* .38** -.02 -.06 .05 .00 .16* .22** -.28** -.10 1 .23** .13 .37** .03 

.17 .01 .05 0 .72 .44 .52 .98 .03 .00 0 .20  .00 .08 0 .64 

14 -.03 .07 .03 .13 -.17* .06 -.01 -.03 .07 .11 .03 .14 .23** 1 .03 .04 -.12

.69 .38 .69 .09 .02 .44 .87 .66 .36 .15 .65 .07 .00  .7 .61 .13 

15 .06 -.04 .09 .15 -.05 .03 .07 -.08 .16* -.01 -.08 -.00 .13 .03 1 .10 .02 

.41 .55 .23 .06 .49 .71 .35 .29 .04 .85 .30 .94 .08 .7  .20 .72 

16 -.25** .59** .29** .28** -.17* -.10 -.05 .16* .04 .39** -.46** -.23** .37** .04 .10 1 .13 

.00 0 0 0 .03 .20 .48 .04 .56 0 0 .00 0 .61 .20  .08 

17 .00 .06 .02 -.03 -.09 .03 0 .12 .04 .01 -.19* .42** .03 -.12 .02 .13 1 

.94 .42 .76 .64 .21 .64 .99 .12 .55 .85 .01 0 .64 .13 .72 .08  

Note: **. Correlation is significant at the 0.01 level (2-tailed) *.Correlation is significant at the 0.05 level (2-tailed). 

Source: Own calculations using IBM SPSS Statistics 19. 

 
Also, there resulted positive correlations between the size of the companies and the size of the board of directors 
(Pearson’s Correlation Coefficient = .59, Prob. = 0), respectively between the size of the companies and the 
number of the independent directors from the board (Pearson’s Correlation Coefficient = .29, Prob. = 0). This 
fact could signify that larger companies are identified through a higher number of members in the board of 
directors and a higher number of independent directors. There resulted a negative correlation between the 
number of the independent directors from the board and the insider shareholdings (Pearson’s Correlation 
Coefficient = -.23, Prob. = .00), similarly Bhagat & Bolton (2008) (Correlation Coefficient = -.14). 
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6. Empirical Resultsand Discussion 

In Table 5 we show the coefficient estimates for Model 1. When we used return on equity (F=0.77, Sig.=.60) and 
price to book value ratio (F=1.27, Sig.=.26), as dependent variables, we could not validate the model, by 
considering the results of F-test, reason for which we did not report the coefficient estimates for these. 
 
Table 5. Coefficient estimates for Model 1 

Dependent variables→ 

Explanatory variables↓ 
Q  ROA  PER 

 

(Constant) 

β t Sig. β t Sig. β t Sig. 

2.63 3.66 .00*** -.20 -4.10 .00*** -53.87 -2.10 .03* 

No_IndependentDir .03 .40 .68 .00 .19 .84 3.98 1.39 .16 

Insider_Share  6.33 1.60 .11 .29 1.06 .28 277.32 1.96 .05† 

Insider_Share2 -8.89 -1.67 .09† -.26 -.72 .47 -233.44 -1.23 .22 

BoardSize -.20 -1.91 .05† .01 1.89 .06† -3.53 -.91 .36 

BoardSize2 -.01 -.52 .60 .00 .44 .65 1.33 1.18 .24 

CEO_Status -.08 -.22 .82 -.02 -.70 .48 11.68 .82 .41 

Concent -1.15 -1.48 .14 .26 4.91 .00*** 69.51 2.5 .01* 

R Square .09 .18 .07 

Adjusted R Square .05 .14 .03 

F Sig. 2.22 .03* 4.82 .00*** 1.71 .10† 

Statistical significance: †p < .10; *p < .05; **p < .01; ***p < .001. 

Source: Own calculations using IBM SPSS Statistics 19. 

 

Thus, from Model 1 results that between the number of the independent directors from the board and firm 
performance is not a statistically significant relationship. This fact is similar Bhagat & Black (2000) and 
Hermalin & Weisbach (2001), which used Tobin’s Q as performance measure, to reflect the “added value” of 
some intangible factors, as corporate governance, but without identifying a relationship between the number of 
the independent directors and firm performance. Also, the lack of association between board structure and firm 
performance was acknowledged by Klein (1998), Demsetz & Villalonga (2001), Weir & Laing (2001), and 
Brown & Caylor (2004). 

When we used return on assets as dependent variable, in Model 1, there not resulted a statistically significant 
relationship between firm performance and the insider shareholdings (Model 1: β= .29, p > .10). This fact is 
similar Demsetz & Lehn (1985) which found that ownership concentration and firm performance, represented 
through return on assets, are unrelated. 

However for price-earnings ratio, a one percent increase of insider shareholdings, cause, in average, a 277.32 
units increase of PER (Model 1: β= 277.32, p < .10). For the Tobin’s Q rate, if we consider a statistical 
significance of 11%, there would result a positive association between Tobin’s Q and the insider shareholdings 
(Model 1: β= 6.33, p = .11). The relationship between Tobin’s Q and the insider shareholdings sustain the fact, 
very wide debated in corporate governance literature, that corporate governance is an endogenous variable and 
that there is a reverse causality mechanism between corporate governance quality and firm performance. Besides, 
the relationship between Tobin’s Q and the insider shareholdings remains positive until a threshold, fact which 
could be observed through the negative coefficient estimate of the quadratic term of the insider shareholdings 
(Model 1: β= -8.89, p < .10). Beyond that threshold, the relationship becomes negative. Taking partial 
derivatives and solving for optimal values gave results suggesting an optimal value of 35.58% of the insider 
shareholdings (Note 1). Beyond this level a negative relationship is predicted to set in. 

Hypothesis 1 (H1), which stated a positive relationship between the insider shareholdings and firm performance 
is accepted, but only for Tobin’s Q (until a threshold of 35.58% of the insider shareholdings) and for 
price-earnings ratio. Hypothesis 2 (H2), which established a positive relationship between the number of the 
independent directors from the board of directors and firm performance is rejected, because we could not 
identify valid coefficient estimates using t-test. 

The size of the board of directors is negatively associated with Tobin’s Q (Model 1: β= -.20, p < .10) and 
positively associated with return on assets (Model 1: β= .01, p < .10). The inverse relationship between the size 
of the board of directors and Tobin’s Q is similar Yermack (1996) which identified, in average, that a unit 
increse of the log of board size, cause, a decrease of .428 units of Tobin’s Q. Also, the inverse relationship 
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between firm performance and the size of the board is supported by Hermalin & Weisbach (2001), which used 
Tobin’s Q as a performance measure. The positive relationship between the size of the board of directors and 
ROA is opposite Larcker, Richardson & Tuna (2007) which identified a negative relationship. Thus, the 
Hypothesis 3 (H3) of a negative relationship between the size of the board of directors and firm performance is 
accepted only for Tobin’s Q. 

By following the relationship between the status of the Chief Executive Officer, which could be also the 
Chairman of the board of directors, and firm performance, we did not find any statistically significant 
relationship. Thus, the Hypothesis 5 (H5), which stated that the companies in which the CEO and the Chairman 
are different persons, are recording better performance relative to the companies in which the CEO and the 
Chairman are the same person is rejected. Our result is similar Daily & Dalton (1992) and Chen et al. (2008). 
However, our result is opposite Bhagat and Bolton (2008), which supported that the separation between the CEO 
and the Chairman is positively correlated with current and future operational performance. Also, our result is 
contrary Jensen (1993), Brickley et al. (1997) and Belkhir (2004).  

Additionally, from the first model, we find that the fraction of the shares held by the institutional investors and 
mutual funds is positively associated with return on assets (Model 1: β = .26, p < .001) and price-earnings ratio 
(Model 1: β = 69.51, p < .05).  
 
Table 6. Coefficient estimates for Model 2 

Dependent variables→ 

Explanatory variables↓ 
Q  PBV  ROA 

 

(Constant) 

β t Sig. β t Sig. β t Sig. 

6.42 5.80 .00*** 8.11 3.97 .00*** -0.20 -2.435 .016* 

No_IndependentDir .04 .64 .52 .09 .74 .45 .00 .09 .92 

Insider_Share  5.23 1.46 .14 9.58 1.45 .14 .37 1.38 .16 

Insider_Share2 -9.70 -2.00 .04* -11.39 -1.27 .20 -.22 -.61 .53 

BoardSize .08 .76 .44 .06 .33 .74 .00 .24 .80 

BoardSize2 .01 .54 .58 .05 1.02 .30 -.00 -.28 .77 

CEO_Status -.27 -.77 .44 -.46 -.69 .49 -.01 -.44 .65 

Concent .21 .28 .77 4.49 3.26 .00** .19 3.45 .00** 

Concent2 4.74 2.15 .03* 7.64 1.88 .06† -.36 -2.19 0.03* 

LogAssets -.73 -4.92 .00*** -1.09 -3.97 .00*** .03 2.83 .00** 

Financial_leverage -.04 -1.72 .08† .33 7.00 .00*** .00 -.20 .84 

R Square .28 .33 .26 

Adjusted R Square .23 .28 .20 

F Sig. 5.83 .00*** 7.22 .00*** 5.06 .00*** 

Statistical significance: †p < .10; *p < .05; **p < .01; ***p < .001. 

Source: Own calculations using IBM SPSS Statistics 19. 

 
In Table 6 we show the coefficient estimates for Model 2. Also, we could not validate the model when we used 
return on equity (F=.77, Sig.=.65) and price-earnings ratio (F=1.48, Sig.=.15) as dependent variables, reason for 
which we did not report the results. 

In Model 2, by controlling for the size of the companies and for gearing, the statistically significant relationships, 
between the insider shareholdings and firm performance and between the size of the board of directors and firm 
performance disappeared. There resulted a lack of association between the fraction of the shares held by the 
institutional investors and mutual funds. This fact is supported also by Demsetz & Villalonga (2001), which have 
not established a significant relationship between Tobin’s Q rate and the fraction of the shares owned by the five 
largest shareholders. A positive relationship was recorded between the quadratic term of Concent and Tobin’s Q 
(Model 2: β= 4.74, p < .05). A one percent increse of the fraction of shares held by the institutional investors and 
mutual funds, cause, in average, a 4.49 increase of the price to book value ratio (Model 2: β= 4.49, p < .01). 
According to Berle & Means (1932), there must be a concentrated ownership in order to record better 
performance. However, in the United States of America is a dispersed ownership. 

For return on assets, a one percent increse of the fraction of shares held by the institutional investors and mutual 
funds, cause, in average, a 19% increase of ROA (Model 2: β= .19, p < .01). Similar to the first model, taking 
partial derivatives and solving for optimal values gave results suggesting an optimal value of 26.02% of the 
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institutional investors and mutual funds shareholdings (Note 2). Beyond this level a negative relationship is 
predicted to set in. The Hypothesis 4 (H4), of a positive relationship between the institutional investors’ and 
mutual funds’ shareholdings and firm performance is validated only for the price to book value ratio and return 
on assets (but until a threshold of 26.02% of the shares held by the institutional investors and mutual funds). 
 
Table 7. Coefficient estimates for Model 3 

Dependent variables→ 

Explanatory variables↓ 
Q 

 
ROA 

 

(Constant) 

β t Sig. β t Sig. 

2.66 3.62 .00*** -.21 -4.08 .00*** 

No_IndependentDir .03 .38 .70 .00 .21 .83 

Insider_Share  6.37 1.60 .11 .29 1.04 .29 

Insider_Share2 -8.96 -1.68 .09† -.26 -.69 .48 

BoardSize -.21 -1.92 .05† .01 1.91 .05† 

BoardSize2 -.01 -.52 .59 .00 .46 .64 

CEO_Resident -.11 -.21 .82 .01 .35 .72 

CEO_Status -.08 -.21 .82 -.02 -.70 .48 

Concent -1.16 -1.48 .13 .27 4.91 .00*** 

R Square .09 .18 

Adjusted R Square .04 .14 

F Sig. 1.94 .05** 4.20 .00*** 

Statistical significance: †p < .10; *p < .05; **p < .01; ***p < .001. 

Source: Own calculations using IBM SPSS Statistics 19. 

 
In Table 7, we report the coefficient estimates for Model 3. From the F-test point of view, Model 3 is validated 
only when we used Tobin’s Q and ROA as dependent variables. For price to book value, return on equity and 
price earnings ratio, the model was not validated, reason for which we did not report the coefficient estimates for 
these. 

Thus, we did not find and statistically significant relationship between the residence of the Chief Executive 
Officer and firm performance. By considering this fact, we reject the Hypothesis 6 (H6) and we mention that 
there is no difference regarding performance between the companies where CEO is resident in the United States 
and the companies where CEO is not resident in the United States. Additionally, it is confirmed the negative 
relationship between the size of the board of directors and Tobin’s Q (Model 3: β= -.21, p < .10), respectively, 
the positive relationship between the size of the board of directors and return on assets (Model 3: β= .01, p < .10). 
Similar with Model 1 and Model 2, there resulted a positive association between the fraction of the shares held 
by the institutional investors and mutual funds and ROA (Model 3: β= .27, p < .01). 
 
Table 8. Coefficient estimates for Model 4 

Dependent variables→ 

Explanatory variables↓ 
Q  ROA 

 

(Constant) 

β t Sig. β t Sig. 

2.64 3.66 .00*** -.20 -4.12 .00*** 

No_IndependentDir .03 .42 .67 .00 .13 .89 

Insider_Share  6.52 1.59 .11 .26 .91 .36 

Insider_Share2 -8.91 -1.67 .09† -.26 -.70 .48 

BoardSize -.20 -1.88 .06† .01 1.83 .06† 

BoardSize2 -.01 -.54 .58 .00 .52 .60 

CEO_Founder -.16 -.19 .84 .03 .49 .62 

CEO_Status -.10 -.24 .80 -.01 -.61 .54 

Concent -1.14 -1.46 .14 .26 4.86 .00*** 

R Square .09 .18 

Adjusted R Square .04 .14 

F Sig. 1.94 .05† 4.22 .00*** 

Statistical significance: †p < .10; *p < .05; **p < .01; ***p < .001. 

Source: Own calculations using IBM SPSS Statistics 19.  
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In Table 8 we show the coefficient estimates for Model 4. Considering the F-test, we could not validate this 
model when we used as dependent variables price to book value, return on equity and price earnings ratio, reason 
for which we did not report the coefficient estimates for these. 

Similar to the Hypothesis 6 (H6), the Hypothesis 7 (H7) is rejected. We found that there is no difference between 
the companies where CEO is their founder and the companies where CEO is not their founder. There is not a 
statistically significant relationship between the CEO_Founder and Tobin’s Q or between CEO_Founder and 
ROA. Our result is contrary to Villalonga & Amit (2006), Palia et al. (2008), Adams et al. (2009), and 
Fahlenbrach (2009). On the other hand, are confirmed the relationships between the size of the board of directors 
and Tobin’s Q (Model 4: β= -.20, p < .10), respectively between the size of the board of directors and ROA 
(Model 4: β= .01, p < .10). In fact, it is validated the positive relationship between Concent and ROA (Model 4: 
β= .26, p < .001). 
 
Table 9. Coefficient estimates for Model 5 
Dependent variables→ 
Explanatory variables↓ 

Q PBV ROA PER 

 
(Constant) 

β t Sig.  β t Sig. β t Sig.  β t Sig. 

5.29 3.87 .00***  7.51 2.92 .00** -.24 -2.26 .02*  38.92 .72 .47 

CEO_Age .02 1.17 .24  .00 .01 .98 -.00 -.98 .32  -1.48 -1.61 .10†
CEO_Tenure -.01 -.71 .47  -.00 -.03 .97 .003 1.98 .04*  1.63 2.31 .02**
LogAssets -.70 -5.79 .00***  -.83 -3.64 .00*** .04 4.26 .00***  8.24 1.72 .08†
Financial_leverage -.04 -1.90 .05 †  .31 6.47 .00*** .00 -.14 .88  .19 .19 .84 
Years_Listing -.00 -.06 .95  -.00 -.32 .74 .00 .74 .45  -.67 -1.13 .25 
R Square .24  .26 .17  .05 
Adjusted R Square .22  .24 .14  .02 
F Sig. 9.67 .00***  10.71 .00*** 6.10 .00***  1.87 .10 † 

Statistical significance: †p < .10; *p < .05; **p < .01; ***p < .001. 

Source: Own calculations using IBM SPSS Statistics 19. 

 
In Table 9 we report the coefficient estimates for Model 5. Considering the F-test we could not validate the 
model when we used return on equity as dependent variable, reason for which we didn’t report the result for it. 

The Hypothesis 8 (H8), that stated a negative relationship between the age of the CEO and firm performance, is 
accepted only for PER (Model 5: β= -1.48, p <.10). For the other measures of firm performance we could not 
identify a statistically significant relationship between firm performance and the age of the CEO. Thus, for Q, 
ROA, ROE and PBV, our result is close to Nelson (2005), who found no relationship between CEO age, tenure 
or compensation and governance changes 

However, contrary Loderer & Waelchli (2011), we find that the period of time since the company was listed at a 
Stock Exchange has no influence on firm performance.  

The Hypothesis 9 (H9), of a positive relationship between the CEO tenure as Chief Executive Officer and firm 
performance, is accepted only for ROA (Model 5: β= .003, p <.05) and for price-earnings ratio (Model 5: β= 
1.63, p <.01). Thus, the tenure of the CEO is positively associated with firm performance, as measured by ROA 
and PER. Similar Model 2, we find the negative relationship between the financial leverage and Tobin’s Q 
(Model 5: β= -.04, p <.10) and the positive relationship between the financial leverage and PBV (Model 5: 
β= .31, p <.001). When we used the return on equity as dependent variable, we could not validate the model 
(F=1.03, Sig.=.40). However, we could not find a statistically significant relationship between the number of 
years of listing at a Stock Exchange and firm performance. 

7. Summary and Conclusions 

The aim of this research was to investigate the impact of corporate governance mechanisms and CEO 
characteristics on a random sample of 155 U.S. listed companies’ performance, considering five proxy measures 
for performance (Tobin’s Q, PBV, ROA, ROE and PER), four corporate governance mechanisms (shareholdings 
of insiders, shareholdings of institutional investors and mutual funds, board size and the number of independent 
directors) and five proxy measures for CEO characteristics (CEO_Resident, CEO_Status, CEO_Founder, 
CEO_Age and CEO_Tenure). Thus, there resulted a positive relationship between insider shareholdings and 
price-earnings ratio, respectively Tobin’s Q (for Tobin’s Q until a threshold of 35.58% of the shares held by the 
insiders, beyond the relationship becomes negative). As regarding the relationship between the number of 
independent directors from the board and firm performance, there resulted no significant relationship. 
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Similar to previous studies, we got mixed results regarding the relationship between the size of the board of 
directors and firm performance. Thus, there resulted a negative relationship between the size of the board of 
directors and Tobin’s Q, but a positive relationship between the size of the board and return on assets. Also we 
concluded a positive relationship between the shareholdings of the institutional investors and mutual funds and 
return on assets, but until a threshold of 26.02% of the shares held by institutional investors and mutual funds, 
beyond the relationship becomes negative. However, there resulted a positive relationship between the 
shareholdings of the institutional investors and mutual funds and price to book value ratio. 

From the CEO point of view, there resulted the fact that there is not any relationship regarding firm performance 
between the companies where the CEO and Chairman are the same person and the companies where the CEO 
and Chairman are different persons. Additionally, as regards the residence of the CEOs and their possibility to 
found the companies that they mange, we concluded no influence on company performance. We found a 
negative relationship between the age of the CEO and PER, while there resulted a positive relationship between 
the tenure of the CEO and ROA and between the tenure of the CEO and PER. 

As future research, we mention the investigation of the relationship between corporate governance mechanisms, 
CEO characteristics and firm performance, using another econometric approaches, as estimating through 
simultaneous equations models or through the generalized method of moments. Also the relationship could be 
modelled via neural networks or fuzzy logic analysis. However, we could overtake corporate governance by a 
global index which could be built through principal component analysis. On the other hand, the influence of 
corporate governance on U.S. listed companies’ performance could be investigated by expanding the sample and 
the analysis period. 
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Notes 

Note 1. If Y = Firm performance, X = the fraction of shares held by the insiders from the total shares, and X2 = 
the fraction of shares held by the insiders from the total shares squared, and taking the coefficients of X and X2 
under Tobin’s Q specification, then: Y = 6.33*X + (-8.89*X2). dY/dX = 6.33 + 2*(-8.89*X) = 6.33 – 17.79*X. 
Now solving for optimal value: 6.33 – 17.79*X = 0 \ 17.79*X = 6,33, then, X = 35.58%. 

Note 2. If Y = Firm performance, X = the fraction of shares held by the institutional investors’ and mutual funds’ 
and X2 = the fraction of shares held by the institutional investors’ and mutual funds’ squared, and taking the 
coefficients of X and X2 under ROA specification, then: Y = .19*X + (-.36*X2). dY/dX = .19 + 2*(-.36*X) = .19 
– .73*X. Now solving for optimal value: .19 – .73*X = 0 \ .73*X = .19, then, X = 26.02%. 


