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The Impact of Corporate Governance on the Financial Performance in
the State-Owned Versus the Privately-Owned Companies: Empirical
Evidence from Egypt.

Abstract

The present research examines the effect of corporate governance on
the financial performance of Egyptian companies and investigates the
difference in the financial performance of state-owned companies compared
to privately-owned companies. Using a sample of (129) non-financial
companies with (898) firm—year observations containing (285) observations
of state-owned companies representing (32%) of the sample and (613)
observations of privately-owned companies representing (68%) of the
sample over the period from 2012 to 2018, the study examines the impact of
several corporate governance mechanisms (managerial ownership,
institutional ownership, Individual ownership concentration, free float,
board of directors size, board of directors independence, CEO duality,
female representation in the board of directors, board of directors meetings,
audit committee size, audit committee independence, audit committee
experience, audit committee meetings) on companies’ financial performance
as measured by the return on assets (RoA) and the return on equity (RoE).
The results show that there are significant differences in the effect of
corporate governance mechanisms on the financial performance between
state owned companies and privately owned companies. for state owned
companies, the results show a significant positive relationship between
board size, number of board meetings, and audit committee experience and
RoA. The results reveal also a significant negative relationship between
Individual ownership concentration and RoE. Moreover, there is a
significant negative relationship between board independence and audit
committee independence and both RoA and RoE. for privately owned
companies, the results show a significant positive relationship between
managerial ownership, institutional ownership, Individual ownership
concentration, free float, board size, and number of board meetings and
RoA. The results reveal also a significant negative relationship between
board independence and RoA. Moreover, there is a significant negative
relationship between audit committee experience and both RoA and RoE.

Key Words: Corporate Governance, Financial Performance of
Companies, State Owned Companies, Privately Owned Companies.
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