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Abstract

The research aimed to study and test the impact of corporate governance
mechanisms on the company's financial performance and the role of excessive
administrative trust on this relationship. This study used corporate governance
mechanisms that measure internal and external corporate governance, which is
represented by an independent board of directors, double executive director, and
the concentration of ownership structure as a measure of internal governance.
And financing by borrowing and competition in the product market as a measure
of external governance. Managerial overconfidence has been measured by
corporate earnings expectations. Company performance is measured by Tobin's
Q. To achieve the aim of the research, the previous accounting studies were
analyzed to derive the research hypotheses, and then an applied study was
conducted on a sample of (100) non-financial companies listed on the Egyptian
Stock Exchange during the period between 2014 to 2020. The results of the
study showed that the independence of the board of directors, concentration of
ownership, competition in the product market, and financing by borrowing have
a positive relationship with statistical significance with the financial
performance of the company. On the contrary, the duplicity of the CEO has a
negative correlation with the company's financial performance. Moreover, the
experimental results also showed that excessive managerial trust positively
affects the relationship between the independence of the board of directors,
ownership concentration, competition in the product market, and debt financing
on the company's financial performance. Excessive administrative trust also
negatively affects the relationship between the dual role and the financial
performance of the company. These findings have several contributions: First,
the study expands the literature on the relationship between corporate
governance mechanisms and firm financial performance in the Egyptian
business environment. Secondly, this study provides evidence of how excessive
managerial confidence affects the relationship between governance mechanisms
and corporate financial performance to reach the best possible performance.

Keywords: administrative overconfidence - corporate governance
mechanisms - the company's financial performance.
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Tobin's Q;; = Bo + B1Ind. B;; + B,Dual;; + f30wn. Conc;; +
BsMarket. Comp;; + BsLev;, + B¢ SIZE ;4 + B5 AGR j; +
(t) 4w UK (i) 4Sya JSI (Size, AGR, SGR) cua
JsY) Gl daalall Bl HLEaY saiall jlasiV) Jilad 3l s (S
t A sadl) e () 4 dsandl A (e L)) sl (ams JA) ae
(£) a& Joxad
ALY LAY JB B Y Gadl) Jae cliladl LSRN asaial) jlaad¥) Jalad gl

M Q)
Model A48 ) @l pial) 329 pie B A A8, < el g0 9 JB B
B sig VIF B sig. VIF
Constant -1.781 0.226 -
-0.578 221 -
Ind. B, 2.249 2.224 0.005 1.016
.004 .007
Dual;, -0.585 -.650 .041 1.056
.029 .025
Own. Conc;, 1.878 1.527 .002 1.034
.003 .028
Market. Comp;, 3.112 3.179 .000 1.079
.000 .040
Lev;, 0.663 .000 .621 .000 1.048
.045
SIZE .022 0.527 1.073
AGR .063 0.080 1.028
SGR .004- 0.910 1.022
N 668 668
R? 178 184
adj. R? 172 0.174
F-
statistics 28.755 18.424
Model Sig .000 0.000
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Tobin’s Qit = BO + ﬁllndBit + BzDualit + BgOWﬂ. Concit
+ B4Market. Comp;,
+ BsLev;+B¢M. O. Conf;;
+ B,7IndB;; * M. O. Conf;; + BgDual;; * M. O. Conf;;
+ BoOwn. Conc;; * M. O. Conf;j; + B19Market. Comp;;
* M. 0. Conf;;
+ BllLeVit * M. 0. C()nfit + Blz SIZE it
+ B13 AGR;; + B14 SGR 4 XZ + g,
oo @llg (0) ab) dsaall Pa (e (£) ) zasaill Hlaad¥) Jilal dais mun g (Sas
) sl
JU) g S L“,.'alfd\\ Al Jaa clidall SLAAY sastiall lasiy) Jalad il (0) ‘éj Jdeia

Model A il pasal) 3ga g pte B A T ¢ pitial) 3529 OB (B A8 cfyiiall
ode
B sig VIF B sig. VIF
Constant 1781 022 | - 3587 1 0056 -
Ind. B;, 2.224 0.005 1.008 2.280 0.004 1.014
Dual;, 650 .043 1.033 -.590 .035 1.105
Own. Conc;, 1.527 .002 1.073 1.606 .013 1.085
Market. Comp;, 3.179 .000 1.045 3.123 .000 1.089
Lev;, .621 .000 1.073 .621 .000 1.080
M. 0. Conf;, 2.210 .007 1.082 2.224 .009 1.092
IndB;, * M. 0. Conf; 2.791 .012 1.018 2.993 .008 1.092
Dual;; * M. O. Conf;, 1.182- .001 1.059 .921- .017 1.017
Own. Cong;, * M. 0. Conf;, 2.535 .001 1.067 1.721 .005 1.070
Market. Comp;,
+ M. 0. Conf, 5.773 .000 1.079 5.830 .000 1.079
Lev;, * M. 0. Conf;, .708 .000 1.102 744 .000
SIZE .035 .388 1.092
AGR .526 .078 1.017
SGR .005- .653 1.070
N 668 668
R? 187 225
adj. R? 0.180 0.216
F-statistics 25.415 23.722
Model Sig 0.000 0.000
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Sensitivity Analysis
ASen clll ,ib s Geagiad 35 (HL) J¥) ol Jloaly sl Lok
zisa e alae ) 5 thaaysdl 8 sadl Al e AN ) e e cls
Sl aill e (o) a8y jlasiyl
ROA;; = By + B1Ind.B;; + ;Dual;; + f30wn. Conc;,
+ BsMarket. Comp;; + BsLev; + B¢ SIZE 5,
+ By AG}( it T BgSGR; + &
dilady (oulaVl didaill Jh & J5¥) papdll b)) &l G Al Ladg
r ) sl e elldy (1) a8y Jsand) P (e dpusliaal)
(1) A2 Jox>
Jelail) JB A J ) Gaudl Jaa culdladl [LAAY asaiall jlaady) Julasd gl
Luleal) Judady ol

) M
Model Dadaall Jalas B b ) Julasll g B
B sig VIF B sig. VIF
Constant 0.093 - -L.781 0.226 -
0.303
Ind. By, -0.177 1.013 2.224 0.005 1.016
..000
Dual,, -0.003 1.101 -.650 041 1.056
0.858
Own. Conc;, 0.036 1.136 1.527 .002 1.034
0.264
Market. Comp;, 0.149 1.186 3.179 .000 1.079
0.000
Lev, -0.027 .000 1.053 621 .000 1.048
SIZE 0.10 0.125 1.184 022 0.527 1.073
AGR 0.014 .026 1117 063 0.080 1.028
SGR 0.001- .096 1.068 .004- 0.910 1.022
N 668 668
R? 0.127 .184
adj. R? 116 0.174
F-statistics 11.834 18.424
Model Sig .000 0.000
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e Al clpial) JIa) ay Appeaall duaysll Al e il Il o1 e
zisa e alde) ay ¢(lad) e Janas cJsa¥) sai Jaray AN aan ) A
ROAit = BO + BllndBit + BzDualit + B30Wn. Concit
+ B4Market. Comp;;
+ BsLeVit+B6M. 0. Confit
+ B7IndB;; * M. O. Confj; + BgDual;; * M. O. Conf;,
+ B9Own. Cong;, * M. O. Confj; + B4oMarket. Comp;,
* M. 0. Conf;;
+ B11Levit * M. O. Confit + 612 SIZE it
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(V) A2 Jdoa>
o) alatl) g 3 SN (il Jae cliblall LAY asall jlaady) e il
ALY bl Jidat

Lpabuaal) Jalas g B by Jlal) Jh
Model . . .
B sig VIF B sig. VIF
Constant .156 0.101 - -3.587 0.056 -
Ind. B;; 179- 0.000 1.014 2.280 0.004 1.014
Dual;, -.001 .960 1.105 -.590 .035 1.105
Own. Conc;, .050 123 1.185 1.606 .013 1.085
Market. Comp;, .147 .000 1.189 3.123 .000 1.089
Lev;, .025- .000 1.180 .621 .000 1.080
M. 0. Confj, 0.087- .037 1.192 2.224 .009 1.092
IndB;, * M. 0. Conf;, .295- .000 1.054 2.993 .008 1.092
Dual;; * M. 0. Conf;; .010- .614 1.291 .921- .017 1.017
Own. Cong;; * M. 0. Conf;; 0.046 144 1.080 1.721 .005 1.070
Market. Comp;;
+ M. 0. Confy .246 .000 1.134 5.830 .000 1.079
Lev;, * M. 0. Confy .037- .000 1.132 744 .000
SIZE 0.016- .087 1.092 .035 .388 1.092
AGR 0.031 .025 1.017 .526 .078 1.017
SGR .001- 116 1.070 .005- .653 1.070
N 668 668
R? 179 225
adj. R? 0.168 0.216
F-statistics 15.833 23.722
Model Sig 0.000 0.000
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