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Abstr act

Corporate governance is a fairly new concept which has been put into practice
because of the needs of conpanies to constantly perform better; and it is
this need that has nmde corporate governance so necessary today. As a set of
limtations which nust be adhered to in order for a conpany or firmto reach
its optimal performance, corporate governance is a process which ensures
growth for a firmand the econony.

This paper surveys research on corporate governance of |isted manufacturing
firms in Geece. A critical analysis based on the available literature is
i ntroduced, relatively whether the size of board of directors and ownership
structure is related to firm performance. The necessary information for the
analysis was collected using secondary data. The listed manufacturing G eek
firms were selected based on criteria such as high devel opnment rate, high
capitalization breadth, and a sufficient enforcement of the principles of
cor por at e gover nance.

The basic hypotheses to be tested were: i) conpanies that have an expandi ng
Board of Directors have better internal control and thus they perform better
than conpanies, which have a limted nunber of nenbers in the Board of
Directors, ii) firms which belong to an expanded group of sharehol ders
perform better than those firnms which belong to a small group of sharehol ders
or are famly owned.

According to the findings of the research, we can not fully accept the two
hypot heses, since sone ratios are better in conpanies which inplenment the
af orementi oned corporate governance principles, while the remining do not
seem to present any particular difference due to the inplenmented principles
of corporate governance.

Keywor ds: Firms performance; Corporate governance, G eek
manuf act uri ng conpani es

JEL classification codes: M8, L25

| nt roducti on

Corporate governance concerns systens which can ascertain that corporate
investors can obtain a return on their investnments (Shleifer & Vishny, 1997).
Cor por at e governance ranges throughout countries and firms. A higher quality
of governance allows firms to gain access to capital narkets nore easily,
which is greatly inportant for firnms which nmean to increase their funds.
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Thus, one would believe that firns intending to get nore access to capita
markets, and specifically to those markets with great potential and that
cannot be financially supported from within, would take on systens that
guarantee them greater quality of governance. Various studies based on data
on corporate governance and di scl osure practices of firns globally have shed
light on whether governance and transparency scores are connected to
characteristics of the firm |like investnent potential, external financing
needs, asset size or ownership structure.

So far, though, other characteristics of a conpany have not been | ooked into,
like the financial and economc developnent within the country where a
conpany is located, and the significance of financial globalization.
Consi dering the fact that other characteristics, except for those steps taken
to ensure the protection of the investors, have greatly affected the grade of
governance in countries, the aforenentioned lack of studies is quite
remar kabl e.

The purpose of this paper is to investigate the connection that exists
between the characteristics of corporate governance and firm performance in
G eek manufacturing firns between the years of 2002-2004. Supplenentary
information, taken from information on financial statements so as to gather
data on the firns performance, provided appropriate input in order to
guarantee the reliability of our findings.

This essay is separated into four nain sections. In the first section, there
is an analysis on definition of corporate governance and its relation wth
the agency theory, as well as its inportance on firns. To conclude the first
section, the efficiency of corporate governance w |l be discussed, including
ways to minimze the agency probl emthrough conpensating the executives.

In the second section, the inportance of corporate analysis on firms is
anal ysed, as well as the nbst common indicators of corporate governance which
are used by the firnms worldwide. Finally, it is presented the evolution of
the corporate governance in Greece and the particular characteristics of the
G eek econony.

The third section discusses the way in which conpanies that are in conpliance
with corporate governance gain benefits and growh potential by citing
various types of research on firm performance in |large conpanies and also in
small firms. Indicator categories of firm performance, which focus on profit
efficiency and financial ratios, will also be listed. Further research on
corporate governance, which has beconme nore popular recently, is also listed
her e.

The forth section presents the detailed research nethodol ogy which was put
into use to carry out this study. The research design, the sanple collection
data and variables are all discussed here. To end with, the fifth chapter is
a summary of the research findings. |In the sixth chapter, we attenpt to find
any linmtations to the conclusions which are given through this nethodol ogy,
and also attenpt to find any places where nore research woul d be benefici al

Definition of Corporate Governance & its relationship with the
Agency Theory

The | everage held over the nmanagers of a conpany by the sharehol ders-owners
has becone open to discussion through Corporate CGovernance. In a corporate
governance frame, figuring out a way to neasure the lengths to which a
conpany is controlled by individual or sets of shareholders is extrenely
significant.

Al'though the term is rather new, however the issues which need clearing up
were addressed, even in a different context, firstly by A Smth in 1776 and
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many decades after by Berle and Means in 1932. But it was Jensen-Meckling in
1976 that laid the foundations for the contenporary research with the Agency
Probl em and t he Agency Theory.

The Agency Theory requires the separation of the ownership from the
managenent of a firm but this diversification |eads to agency costs, since
managers rely on information asymetry to nmaximze their own persona
benefit. The agency theory was the start for studying whether executive
rewards are determ ned according to this theory. Since agents or nanagers
have their own self-serving reasons to perform acts which may be harnful to
the principal, the agency problem constituted the attenpt to link wunit
performance neasurenment initially to executive, but finally to all enployees’
conpensati on.

Corporate governance can be regarded as a series of Ilimtations which a
firms performance is subjected to. This definition as given by Nelson J.
(2005) is inferred by the worth of the firms shares, which show the present
value of the shareholders allocation of firm value. According to the
aforenmentioned, these are limtations on nmanagers and sharehol ders while they
are in the process of trying to understand how the worth of the firmis to be
shared, formng a basis of conprehending how governance practices vary from
firmto firmand develop as tine passes. In a sociological context, as put by
Pesquex (2004), nay be seen as vague on the part of the adm nistrators who

as far as this social gane nmay go, are on the fence between supporting what
is best for the conpany and the benefits of the managers and sharehol ders.

Corporate governance's nodern side concentrates on how CEGCs inpose on the
shar ehol ders several governance reforms whose purpose is to surround and
protect nanagenent, by limting and controlling the power that sharehol ders
have. O course it would be unw se of shareholders to agree w th nanagenent
on such suggestions, but it is the researcher’s goal to provide an answer to
the query regarding the reason for shareholders’ <consent to take on
governance changes which nay be detrinmental to them The sharehol ders entrust
the CEO with the bargaining power, given authority by previous firm
per f or mance.

As far as Spanos (2005) is concerned, today' s corporate governance is | ooking
for the neans to ensure suitable returns on suppliers’ investnments. Usually
this is the case of an econony with good econonmic policies which attracts
nmul tinational investors. Through the developnent of globalization, nore
capital has been created in countries which have suitable |egal systens that
give protection to investors. And according to Malla Praveen Bhasa (2004),
that the higher the demand for capital, the greater the need for creating
better governing performance indicates the significance of the corporate
governance globally and in different types of econoni es.

Using Bhasa as a reference (2004), in a contenporary context of Corporate
Governance, we can discrimnate two basic types of corporate governance. The
first can be understood in Sharehol der Theory, which is the Anglo-Anerican
type of governance that places inportance on the enhancenent of the val ue of
the shareholders, taking into consideration that setting a role in the
framework of globalization is hard. The other can be understood in Stake
Hol der Theory, or the N ppon-Gernan type, which calls for increasing the
wel fare of all those influenced by corporate dealings, which are integral for
al | businesses.

What has aided in the progression of nore innovative theories of corporate
governance, succeeding La Porta et all’'s (1999) pioneering study, is the
i mprovenent in conprehending corporate laws and ownership structures of
various countries. Wile nost European and Asian countries were characterized
by concentrated ownership, US corporations had ownership formations which
were diffusely run.
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Cor porat e Gover nance

The inportance of Corporate Governance in Firns

The fact that many institutional investors use the principles of corporate
governance in the valuation of a firm indicates its power in revealing the
real value created for the shareholders or destroyed. Furthernore, by
analyzing the governance practices enployed by firns, especially in
underval ued conpanies, we can inprove them and we can reveal the conpany’s
hi dden value. Additionally, in a world where investors’ confidence in capital
nmarkets has severely wavered, the introduction on governance practices, whose
basic principles are, anpbng others, transparency and accountability, can re-
establish the investors’ |ost confidence.

Al'though there are many studies examning the relation between corporate
governance and corporate performance, the results seemto be divided. Neshitt
(1994) reported positive long-term stock price returns and MIllestin and
MacAvoy (1998) found that the corporations with active and independent boards
appeared to perform much better in the 1990s. On the contrary, Dalton, Daily
Ell strand and Johnson (1998), found that there is no significant effect on
the performance of a firm due to the conposition of the BOD. Simlarly
Patterson (2000), states that his survey did not present conclusive evidence
of a link between | eadership structure and firm perfornance.

While there is no clear evidence of a |ink between corporate performance and
corporate governance, there is a strong perception that corporate is the key
i ndicator of good firm performance. This performance is strengthened by the
findings of MKinsey's Investors Opinion Survey (2000), which concluded that
the majority of the investors were prepared to pay a premium if the firm
they chose to invest in, had good corporate governance. The participation of
outside directors (independent) in conbination with the fact that, according
to corporate governance principles, nmanagers’ conpensation is based on stock
performance mght be a good explanation. Spanos (2005) concluded that
positive inplications are also a decreased risk for investors, the attraction
of investnent capital, the inprovenent of capital performance and the
creation of conpetitiveness between countries.

Al'though there is nore than intuition in the positive relation between the
performance of a firm and corporate governance, it is difficult to try to
singl e out those corporate governance variables that nay affect performance.

Additionally, the role of executive conpensation in corporate governance has
an interesting role. According to Davila A and Pehalva F. (2004),
conpensation contracts place nore inportance on performance characterized by
accounting neasures, such as the return on assets and not on stock-based
neasures |ike market’'s returns, which are feebler in a corporate governance
context. It is sinpler for CEOs to comand account-based neasures and
studies that are based on such neasures, concentrate mainly on cash
rei nbursement and at times, in stock-based reinbursenent, disregard reforns
nmade in the value of the CEO s cache of equity-based hol di ngs.

Following the 1line of the previously nentioned researchers, greater

i mportance on accounting neasures in tandem with inferior governance inplies
that the CEO is using the bargaining power to raise the level of typical

conpensation, and to also decrease the difference in conpensation. A
decreased difference in CEO pay is a synptom of inferior governance, as well

as a snaller proportion of the equity-based side of conpensation, with a
| arger one on the cash-based side.

To sum up, there is a sinple, clear relationship between nanagers’
remuneration and mnimzation of the agency conflicts that result negatively
in the actual wealth created or destroyed for any firm Managers’ bargaining
power is enhanced by good practices, and they nay opt to take advantage of
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this power to anmend new limtations to the future distribution of firm val ue
as sited by Nel son Janmes (2005).

Common Cor por ate Governance i ndi catoors Wrl d- Wde

Cont enporary busi nesses, as Milla Praveen Bhasa (2004) put it, have been
transformed into nassive corporation giants through the changes which are
taking place worldwide. They have also brought on a new breed of
prof essional s: the nanagers who took the responsibility of corporation onto
t hensel ves and took control.

Corporate Governance Indicators are created in order to change the principles

of corporate governance neasures, which wll be quantified in sonme way,
nmaking it possible to rank every business at a national or international
level. This will not only be useful to investors, but also to businesses that
will be able to see the weaknesses and elinmnate themin order to continually

better thensel ves.

Apart from two different schools of thought, there are certain nain
i ndicators of corporate governance applied and accepted globally. First of

all, there is the protection of the Shareholder’'s Rights. This protection is
integral for the efficiency of the market, but it is reliant on the laws of
each country. The differences which exist in all legal systens are mainly

confined to the level of protection of the group of investors and the stern
observance of the law. The main principle is one share-one vote. In this way
we nanage to ensure equal value anobngst all shareholders and especially
protect the mnority shareholders. Additionally, it is absolutely necessary
to create a highly effective comunication system within the corporation,
bet ween the shareholders, if we want every participant to have equal access
to the same information, at the same tine.

Anot her inportant prenmse that nust be inplemented is the triptych of
Transparency-Di sclosure and Mnitoring of Information. Pronpt and full
disclosure or information relevant to the corporation is a min factor of
ensuring clarity and protection of the investors, and the harnonious
operation of the capital market. The disclosure of activities and structure
of the corporation nmay attract investors. Inconsistencies in information is
interpreted as a limted level of liquidity, resulting in a business which is
forced to draw capital at a higher cost, which is known in finance
term nol ogy as discount, so as to balance out with the unwllingness of the
i nvestors.

One technique which is recommended by alnmpst all codes of corporate
governance is the participation of non-executives and independent nenbers in
BOD. Another technique is the separation of the Managing Director from the
Head of the Board of Directors. This technique derives fromthe basic premn se
that the |eaders of the decision-making system in matters of control (BOD)
should not be controlled by the |eaders of the body which makes executive
decisions (CEOQ . Additionally, the function of a special comittee in the
Board of Directors is very inportant, since such a group nust be uninfluenced
by the CEO, in order for them to be able to confront any potential
operational problens anong the top executives. The size of the Board of
Directors should not be too large as this wuld create a lack of
coordination, but not too snmall so as to allow for a greater exchange of
ideas. At this point we should notice that there are also sone additional
net hods relative to the BOD such as: the assessnment procedures of the BOD and
its nenbers, the frequency of the B.ODs neetings, the paynent of not-
executive and independent nenbers of the B.ODs. Last but not |east, there
is the conpensation of the Chief Executive Oficer and Executive Mnagenent.
The managerial executives would like to nake a great profit with relatively
mninmal risk, but the energence of high risk in their profit may lead themto
taking on non-profitable high-risk investnment plans. The main issue to be
solved is that the paynent of the CEOs should be relative to his general
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performance in the corporation and he nust always align the interests of the
manageri al executives with that of the sharehol ders.

Nowadays, a rather new issue has been raised, the social responsibility of
the corporation and its connection with the sharehol ders. Corporate socia
responsibility means that a business acts in a socially acceptable way that
is liable for all consequences and how they may affect the stakehol ders.
St akehol ders’ aim as far as Nelson J. (2005) is concerned, is to increase
as much as possible, today’'s allocation value of the potential value of the
firm

Davila A & Pefialva F. (2004) in their paper, tried to investigate the way in
which corporate governance affects the executives’ conpensation, using
various fornms of firm performance neasures. They developed a governance
variabl e, the TotGoV, using an approach sinmlar to Betrand and Mill ai nat han’s
(2001), which conbines four governance proxies, as based on relevant research
by Gonpers et.al (2003), Hernmail and Wi sbach (1998, 2003), Adanms (2000), and
Vaf eas (1999). The four Governance Proxies are:

1. The grade of rights that sharehol ders have

2. The split between the BOD and the CEO

3. The total nunber of executives that served as nenbers of the BOD

4. The frequency of board neetings

Cor porate Governance in Geece

In the first years after the 2" Wrld War, Geece became industrialized and
along with this cane serious structural difficulties. As Spanos L. (2005)
outlines, what spurred economic activity in Greece was private consunption in
addition to private and public investnent. As paralleled to the E U, the rate
of foreign direct investnments was low and that was the reason for which sone
reforms in governnental policies were made, such as sinplifying tax systens
and carrying on privatization. He also explains that the argunent concerning
corporate governance in Geece was skyrocketed because of the worldw de
conpetition for capital. The typical way to gather capital is through |PQ
and in the nost recent decade there were nmany transforned conpanies such as
these, frombeing private-famly owned to beconing public |isted conpanies.

What ever studies and docunentation exist on corporate governance in famly
firms regards the board of directors, the part it plays in the governing
process and its significance, as well as the structure and conposition of the
board. One comon factor in this line of study has been the so-called
significance of introducing external, non-executive board nmenbers. Such
studi es concentrate on the dynamics of the clout which the fanmly and other
actors have and hold over the conpany. Although a big part of corporate
governance definitions cannot be used to study famly firms as they do not
qualify well enough, there are nmany comon fi el ds.

Regardi ng Corporate CGovernance, G eece concentrates nostly on watching over
the interests of individual and mnority shareholders, mnmininmal |ega

protection over those sharehol ders who vote by mail and also |aws which serve
oppressed minorities. As stated by Spanos (2005), wunfortunately, in the
Eur opean Union, Greece ranks the lowest in the following the rule of [aw and
accounting standards. However there are serious reasons for such a condition.
First of all, according to Spanos L. (2005), there was a bubble phase in 1999
which in a sense put the foundations of corporate governance in Greece, wth
rules, regulations, codes of conduct, the protector of investors against
market abuse, inprovenment of transparency, and the establishnent of
appropriate business ethics. At that tinme the ASE General Index reached a
total annual increase of 102% and the total ASE Capitalization recorded an
annual increase of 194%

Unfortunately, and against the principles of the relative theory, the
appreciation of the both was unjustifiable and unsustainable. As a result
the Greek Capital market experienced a serious underperformance up to 2002
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The aforenentioned situation made Greek investors |ose great anounts of their
invested capital due to the previous speculative processes. It also created
severe sociological and political disturbances and notivated the Capital
Mar ket Commi ssion and the state to take some reforming actions.?

Later, as concluded by Spanos L. (2005), there was a big change in the
econom ¢ environnent in 2001, which was the year of Geece's accession into

Euro zone. The pressure brought on by the need for international
institutional investors is basically what notivated the conpliance process.
What |isted conpanies nust understand is that suitable corporate governance

is essential for themto be able to draw i nternational capital.

Greek conpanies are under Law 2190/1920 and |isted conpanies are also
under Law 3016/2002 which is “on corporate governance, board renuneration and
other issues”. First inplemented in My 2002, the law outlined basic
corporate governance duties, and its intend was to ensure clarity and bol ster
the confidence investors had. The nost basic issues that described in detail
were: the conposition of board of directors, the non-executive director’s
remuneration the internal auditing and the share capital increase.

Cor porate Governance vari abl es and Firm Perfornmance

This section discusses how conpanies that are in conpliance with corporative
governance principles have certain benefits and growh opportunities, while
citing various forns of research on firm performance, both in | arge conpanies
and in small famly firms. Indicator categories of firm perfornmance, focusing
on profit efficiency and financial ratios, will also be listed. As corporate
governance has becone nore popular recently, there has also been nore
research done on it, which is also |isted here.

Nel son J. (2005) wites that there is a notion for a positive relationship
bet ween the degree of conpliance with the corporate governance principles and
the value and share price of the firm That was also the main reason for the
creation of new valuation systens in recent years, which are considered to be
solutions that may be applicable to any kind of business. Surprisingly, these
systens have attracted little interest from academ c researchers, with the

exceptions of Jones (1995), Mtchell, Angle and wood (1997), Rajan and
Zingales (2000) and Tirole (2001). Also, there is surprisingly little
enpirical evidence linking firm performance wth changes in governance
practi ces.

A possible explanation, as given by Hutchison M and Ferdinard G (2003),

mght be the fact that there is strong endogenity between the relative
variables, since the corporate governance variables can affect firm
performance and this can, in turn affect corporate governance.

On the other hand, a positive relationship between corporate governance
(rmonitoring and incentives) and firm performance is dependent on a firms
i nvestment opportunities, since they reflect its future value. Baker (1993)
predicts a negative association between set investnent opportunities and the
firms performance, since firns with growth opportunities should enforce sone
of the internal control nechanisns, which cannot be suitable for firms wth
different characteristics.

Anot her conmon feature within this field of research is the fact that all of
it focuses on big, publicly-listed firms and the value generated for the
shar ehol ders ignoring another common type of firm the famly firm The
famly firmis still a very inportant type of firm globally; but since the
control of a firmrests in the hands of a famly, it is very difficult for a

! Loukas Spanos “ The evolution of Corporate Governancein Greece” 1% LSE PhD Symposium on Modern Greece:
Current Social Science Research on Greece, London School of Economics, Hellenic Observatory London, June 21,
2003.
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cl ear separation between the sharehol ders and the managenent group to exist.
The boundaries are not always clear and many of the principles of corporate
governance are not easy to inplenent.

Nonet hel ess, Spanos (2005) found a striking relationship between Corporate
Governance and stock returns and a powerful correlation between the narket
val ue and Corporate Governance.

There are different indicator categories of firm performance, but we can
di stinguish two. The first category focuses on the evaluation of profit
efficiency. In other words, it closely neasures the profit that a best-
practice firm would earn when facing its own exogenous conditions. Usually,
it examines factors that are not part of agency costs. Its nmain advantage is
that it is able to address some of the difficulties in other perfornmance
neasures, but it also inprecise and enbodi es a neasurenment error

The second category includes the Financial Ratios and stock narket returns,
which ate indicators that are typically industry adjusted and do not account
for inportant differences across firms wthin an industry, consequently
providing a nore conplete picture (Berger N. et al. 2002).

In this second category, there are three different neasures for the
evaluation of a firms performance, which can be wused in testing the
predictions of different agency costs hypotheses. There are the Financial
Rati os, which use data from the Bal ance Sheet and the Incone Statenent, the
stock market returns and their volatility, and finally the Tobins' Q which
m xes market values with accounting values. Although nmaxim zing accounting
profits and shareholder value are two different things, it is logical to
assunme that the |osses fromthe agency costs are proportionally close to the
| osses in the accounting profits that are neasured by profit efficiency.

For this reason, profit efficiency may be considered as a reasonable proxy
for the agency conflicts between all interested parties (Berger N et al.
2002). In spite of the aforenmentioned, in research we nust renmenber that
stock prices are better at capturing the intangible value generated, in order
to reach reliable results.

In the sane spirit, we nust note that managers find accounting-based neasures
easier to control than narket-based neasures. The reallocation of capital or
cash-flow, changing the accounting procedures or remaking the expenses, are
sone of the common actions that accountants use for this purpose. On the
other hand, the nmarket value is easily influenced by exogenous economc
factors, so it is logical to consider that accounting-based performance
neasures reflect the nanagers’ actions. As cited by Hutchinson M, Ferdinard
G (2003), although in the immediate future accounting nmanipulation may
result differently, in the long run accounting and narket neasures of return
shoul d reflect the sane econonic factors for the firm

Maj or accounting scandals and |arge-scale corporate failures were the nmain
reasons for the growing interest in corporate governance. This particular
research is still in the early stages but already there are attenpts to
create an enpirical link between different corporate governance indices such
as “Standard & Poor’s Corporate Governance Scores” or “Metrics International”
and firmvalue. In this context there are many studies that exam ne the nopst
common cor porate governance provisions and their inplications on the firns.

In the study of Parker Susan (2002), the results that exam ne the association
of various corporate governance and financial characteristics, suggest that
firms that replaced their CEOwith an outsider were nore than twice as likely
to experience bankruptcy.

From a slightly different perspective, initially we could say that there are
studies which examne the relationship between ownership structure and
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corporate performance. Crashwell, Taylor & Saywell (1997), examine the
relationship between the distribution of equity ownership and corporate
performance anong 349 publicly traded Australian Firnms, whose results weakly
support a curvilinear relationship between insider ownership and corporate
per f or mance.

Anerta Mardjono (2005), in a case study exam nes why two giants, Enron Inc.
and H H Insurance, collapsed. The paper’'s purpose is to describe a nore
contenporary understanding on how a firmfails attributable to its corporate
governance inplenentation. The study indicates that both firns did not fai
because they were in bad business, but because they assaulted the key
princi ples of good corporate governance.

Berger and Bonacorsi di Patti E. (2005), examne the theoretical part of
corporate governance in their paper, which deals with the effect that
| everage has on the agency costs and thereby on firm performance, using
profit efficiency. They used data fromthe U S A Banking Industry and their
results were found to be statistically and econonmically significant.

Finally, the article of Evysung Kim (2004), exam nes the relationship between
corporate governance and productivity performance, focusing on famly
ownership and capital structure in a sanple of Korean firms collected in
1991-1998. The results showed a positive relationship between famly
ownership concentration and productivity perfornmance and that high debt
reliance seened to be negatively related to productivity performance in
famly firns.

Secondly, there are studies that focus on the relationship between the board
structure, the managers’ conpensation and the firnms performance, such as
Nel son’s Janes (2005), Patibandla Mirali (2005), Davilla (2004), Lausten
Mette (2002), Elloum & Gueyie (2001), Lippert & Rahnam (1999), Vafeas N
Theodorou E. (1998).

To summarize, it 1is obvious that the research conducted has various
obj ectives and sonetinmes leads to controversial or confusing conclusions.
Wthin this context it is obvious that specific nmechanisnms cannot be easily
utilized in a nunmber of simlar firms, since it is doubtful that it will give
anal ogous results. Taking into consideration that the interest in this field
of research is rather new, it is necessary that the future orientation of the
academcs as well as of the practitioners be focused on the evolution of
t hose governance nechani sns which will limt these troubles.

Resear ch Met hodol ogy

Resear ch Desi gn

The purpose of this analysis is to deduce whether the principles of corporate
governance when inplenmented, have positive effects on firm performance. The
| egal framework, around which the subject of corporate governance in G eece
was devel oped, is included in the area of researching accounting regulation,
since the positive accounting theory attenpts to enlighten the way in which
such actions can contribute to the nmaxim zation of the social value of the
econony as a whol e.

In order to reach valid and reliable results, two different corporate
governance indicators have been chosen; specifically, the size of the board
of directors and the ownership structure. It has been found that each one
influences the performance of firnms according to the relevant theory.
However, even if financial ratios are strongly criticised for their validity
because of nmanipulation, we cannot overlook the fact that it is the main
assessnent factor of a financial situation. This is understood and
calculated worldwi de since publicised financial situations are an easily
accessi bl e source for the researcher or analyst.
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So, as far as the internal validity of this particular study is concerned, we
can suggest that it is ensured to a degree, which allows us to use econonic
i ndi cators. Besi des, generally accepted principles exist which are obliged
to be inplenented, as well reports of all deviations from these principle,
for which certifications and observations by chartered inspectors should be
stressed. This is also relative to the external validity of our research,
since the theory holds that optimsing in one dinension tends to reduce the

validity of other dinensions.

Sanpl e Sel ection

In order for an analysis to be carried out, we nust choose a field of the
Greek econony, which presents certain characteristics like a high devel opnent
rate, high capitalization breadth, and a sufficient enforcenent of the
principles of corporate governance.

Through the above, the field of manufacturers, which is considered to be the
nost significant in the Geek econony, was selected. During 2003-2004, the
prospects of the manufacturing field in Greece were positive and this was due
to the conpletion of the second social support deal and its allocations, the
Third Community Package Deal (SANTER) which included great works such as
building roads, investments in railroad lines, airports and significant
investments in tourism tel ecomunications, energy infrastructures, the
undertaking of the 2004 dynpic Ganes, the gradual inprovenent of the Geek
econony and assisting construction by Ilessening the interest rates on
f undi ng.

Al so, the need for massive construction in the area of transport, energy, the
protection of the environment, the strong inprovenents in the field of Land
Devel opnent (Real Estate), as well as the Greek manufacturers breaking into
the Eastern European block because of the reconstruction of the general
Bal kan area and the devel opnent of countries in Eastern Europe and the Mddle
East all contributed to the positive progression of the field.

In addition, another inportant reason for which the branch of manufacturers
was chosen is that the change in governnent brought up the natter of
transparency in manufacturing firms and businesses of the nmass nedia. The
above topic concerns the “Primary Shareholder” |egislature, which was put
into effect by the previous governnent and forbade conpanies in the nass
nedia with a share of nore than 5% in stock from taking on public works and
state provisions (Law 3021/2002). This law excluded relatives who were
financially independent and allowed the interference of offshore conpanies.
Wthin Geece there were nany exanples of conpanies, which becane active in
the nmedia and at the same tinme they nmaintained control over conpanies, which
were al so contractors of public works.

Data and Vari abl es

Qur survey covers the time period between the years 2002-2004. W believe
that a three-year tine frane would be nore suitable than |longer intervals and
al so according to relative bibliography is acceptable. In md 1999 the G eek
capital market faced an extensive share price overvaluation episode. The
crisis resulted on a significant decline of the share price in the |ast
quarter of 1999. Listed conpanies alone were unable to restore public
confidence. Reduced corporate accountability and insufficient disclosure
practices induced nmassive |iquidation by investors.

As a result, the Greek Capital narket experienced a serious underperfornance
up to the year 2002. The aforenentioned situation nmade Greek investors |ose
great anmounts of their invested capital due to the previous speculative
processes. It also created severe sociological and political disturbances
and notivated the Capital Mrket Conmmission and the state to undertake sone
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ref or m ng. The financial proportions of the firns were distorted and this
prevented us from obtaining nore tine.

As secondary data, we wuse the financial statements published by the
conpani es, which were collected from ICAP. ICAP is the |argest conpany of
financial data, publications and business consulting in Greece. The conpany
was put into action in the fields of business consultation and financial
publications in 1964. Five firns have been founded in G eece and occupy 350
peopl e. Many public and private groups support many of their data
sel ections, which are provided by I CAP and its dat abase.

The financial statenments were collected in order to obtain the relevant
amounts of the accounts, which are necessary for the calculation of different
performance netrics. W have chosen to obtain the data in this way, as it
represents the information available to users, which is in the earnings
rel ease, since many accounting case studies require access to confidential
i nformation, which is not easily guaranteed.

Furthernore, in this sanple data recording the Board of D rectors and
ownership structure for the corporations has been obtained over the Internet,
and specifically off of the websites of each firm Al so, tel ephone

interviews were conducted with Gener S. A, Msochoritis, Aegek, Efklidis,
Bioter by which we were inforned on the facts relating to the establishnment
of ownership and the Board of Directors.

In our sanple, we have collected 22 conpanies listed in the Athens Stock
Exchange (ASE), throughout a three-year period. The sanple consists of the
annual panel observations for each financial ratio of 66 firns.

To examine the relation between the principles of corporate governance and
firm performance, we construct a set of indicator variables. In our research

the dependent variable concerns ownership establishment and the Board of
Directors, and the independent variable concerns the financial ratios which
are chosen on the basis of their popularity in the literature and their
potential relevancy to the study. According to Brigham et al (1999),
financial ratios of a firm are arguably better neasures of a firms current
performance than the individual items on the financial statement. The above
variables were chosen in order to achieve the greatest external validity,
whi ch shows, the degree to which the conclusions of the cases in this study
can be generalized for the total of all firns.

In the following table, the nanes of the firnms for our study, which bel ongs
in the manufacturing field, are |isted.

Tabl el
1. AEGEK 9. DOMIKI CRETES 17. MICHANIKI
2. AKTOR 10. EDRASI 18. MOCHLOS
3. ALTE 11. EFKLIDIS 19. PANTECHNIKI
4. ATHINA 12. EKTER 20. PROODEFTIKI
5. ATTIKAT 13. ERGAS 21. TERNA
6. AVAX 14. GENER 22. THEMELIODOMI
7. BIOTER 15. INTRAKOM
8. DIEKAT 16. MESOCHORITIS

From the group of indexes used to conduct our study, we have included four
categories of ratios that have predictor power for financial performance,
whi ch are: a) liquidity ratios, which neasure a firmis ability to meet cash
needs as they arise, b) activity ratios, which nmeasure the liquidity of
specific assets and the efficiency of managi ng assets, c) financial structure
and variability ratios, and d) profitability ratios, which neasure the
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overall performance of a firm and its efficiency in nmanaging assets,
liabilities and equity.

Met hodol ogy

This study was carried out in order to determ ne whether corporate governance
has a positive effect on firm perfornmance. In order to achieve this, two
i ndicators of corporate governance as critical variables of firm performance
were used. These two indicators were the size of the Board of Directors and
ownership structure. Qur study is separated into two sections, based on the
standards of corporate governance, which is being used to test the
hypot hesis. At this point the hypotheses, which we intend to test, are the
fol | owi ng:

Hypot hesis 1: Conpani es that have an expandi ng Board of Directors have better
internal control and thus they perform better than conpanies, which have a
[imted nunber of menbers in the Board of Directors.

Based on the above hypothesis, we set the null hypothesis so as to express
t he opposite, which is:

Ho: M(X)-M(X) <0

Wher e:

X.. financial ratios of nenbers of the Board of Directors are less than or
equal to 10.

X, financial ratios of nenbers of the Board of Directors greater than 10.

In our sanple, the performance of firns that have an expanding board of
directors is equal to or less than firnms that have a limted nunber of Board
of Directors nenbers. W are to make a decision on the basis of the sanple,
which will be to either accept the hypothesis or to reject that hypothesis.

A failure to reject the null hypothesis nmeans that conpanies wth an
expandi ng Board of Directors performless and have less internal control than
the conpanies, which have a limted nunber of nenbers in the Board of
Directors. In our case we are trying to accept the alternative hypothesis,
whi ch is al so supported by the theory.

In a situation where we cannot reject Ho, this neans that the performance of
a firmis not affected by a certain index of corporate governance. The
alternative hypothesis is outlined bel ow
Hi: M(Xl)'M(Xz) > 0.

In the population, firns that have an expanding Board of Directors have a
hi gher performance than firns that have a limted nunber of menbers in the
Board of Directors. This is a one-sided upper tail (or one tail test).

By Type | Error the null hypothesis is rejected and the null hypothesis is
true. Reject the null hypothesis neans that the alternative is true. In our
case, firns that have an expanding Board of Directors have a higher
performance and better internal control than firnms that have a |imted nunber
of menmbers in the Board of Directors, which is not true. If the probability
of making a Type | Error is snall, for exanple less than 0.05 and our sanple
give a calculated probability as small or even smaller, we conclude than the
data are not consistent with the null hypothesis. Thus, we reject the null
hypot hesi s and concl uded that the alternative hypothesis is true.

Furthernore, by Type Il Error we do not reject the null hypothesis when the
null is false. This neans that the performance of firnms that have an
expanding Board of Directors is lower than the firms that have a linmted
nunmber in the Board of Directors. Meanwhile, the alternative to this
hypot hesis states that they are efficient.
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Al the above hypotheses are tested at different significance |evels which
are 1% 5% and 10% The synbol chosen to represent significance level is a.
Hence, the significance level of a test is the probability of rejecting Ho
when Ho is true.

The t-test is used in order to test the hypothesis, to determ ne whether the
results are statistically significant or not. In the first hypothesis the
statistical significance of the differences in the nean ratio is based on the
t-statistic from a paranetric test (based on the assunption of wunequa
vari ances).

2 2
Wher e §L+~§é is the estimated standard error.
n n

This test will determ ne whether the difference in the nean ratios of the two
groups of firms is significantly different fromzero. This is the nost comon
test for the difference between the two popul ati on nmeans, X; and X.

If there are no significant differences, then the nunber of nmenbers in the
Board of Directors is not seen as a positive indicator of corporate
gover nance.

In our research all the calculations were nmade by using software such as
Excel. In this case, instead of calculating a t value, looking up the
critical values from tables and making a decision, we calculate the “p-
val ue”.

The p-value, which directly depends on a given sanple, attenpts to provide a
neasure of the strength of the results of a test, in contrast to a sinple
reject or do not reject. If the null hypothesis is true and the chance of
random variation is the only reason for sanples differences, then the p-value
is a quantitative nmeasure to feed into the decision naking process as
evidence. The following table 1 provides a reasonable interpretation of p-
val ues:

Tabl e 1 p-val ues

P-val ue Interpretation

p<0. 01 very strong evi dence agai nst Ho

0. 01£ p<0. 05 noder at e evi dence agai nst Ho

0. 05£ p<0. 10 suggesti ve evi dence agai nst Ho

0. 10£ p l[ittle or no real evidence against Ho

“P-value” defined as a value associated with the probability of getting the
observed experinmental result (or worse) if the null hypothesis were true. W
conbi ned the p-value with the significance level in order to make a decision
on a given test of hypothesis. In such a case, if the p-value is less than
sone threshold (usually 0.05), then we reject the null hypothesis. In a
statistical hypothesis test, the p-value is the probability of observing a
test statistic at least as extrenme as the value actually observed, assum ng
that the null hypothesis is true. The value p is defined with respect to a
distribution. Therefore, we could call it “nodel -distribution hypothesis”
rather than the “null hypothesis”.

The second hypothesis, which is being tested in this study, is:
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Hypot hesi s 2: “Firmse which belong to an expanded group of sharehol ders
perform better than those firnms which belong to a small group of sharehol ders
or are famly owned”.

Using the above claim we set the null hypothesis to express the exact
opposite, which is:
Hr MX)-MX) <0

Where X;: the variable rate of expandi ng sharehol ders
Xo: the variable rate of a small group of shareholders or famly owned
firns.

In our study, the performance of firnms that have expanding shareholders is
equal to or less than firnms that have a small group of shareholders or famly
owned firms.

W are to nake a decision on the basis of the sanple, which will be to either
accept the hypothesis or to reject that hypothesis. In our case we are trying
to accept the alternative hypothesis, which is also supported by the theory.
The alternative hypothesis is outlined bel ow

Hi: M(Xl)'M(Xz) >0

Resul ts

In the first part of our enpirical analysis, we are testing the hypothesis
t hat conpani es having an expanding Board of Directors have better internal
control and thus they perform better than conpanies that have a limted
nunber of nenbers in the Board of Directors. The test was done by
constructing and conparing two groups of manufacturing conpanies. Goup A
contains conpanies with menbers of Directors nunbering less than ten, and
G oup B includes conpanies with nmenbers of Directors of higher than ten,
which 1is consistent wth corporate governance principles. Correlations
anal yses were perforned to determ ne the associations between the two groups
of financial performance. As the correlation between financial performances
is not hypothesized in one direction, these associations wll be analysed
using a two-tailed test.

In the second part of our analysis, we exanmned the hypothesis that firns
whi ch belong to an expanded group of shareholders perform better than those
firms which belong to a snmall group of shareholders or are fanm |y owned.

a) 1% Hypothesis

For all five different categories of ratios under exam nation, the first
tabl e presents the results of the descriptive statistics neaning the sanple
size, the nean and the standard deviation for each group firnms that are being
conpared, while the second table presents Levene's Test for the honpgeneity
of variance and a t-test of difference between the nmeans of two groups. In
group A were included those firns having a limted nunber of nenbers in the
Board of Directors while group B includes those firns which have an expanded
nunmber of menbers in the Board of Directors.

Levene's test is used in order to deternm ne whether the group variances are
approximately equal, in other words whether the honogeneity of variance
assunption, is satisfied. If the p-value for Levene's test is greater than
0.05 which is the significance level in npbst cases as well as in present
research, then the group variances do not differ enough and we applied “Equal

variances assunmed” line to look up the t-test results. In contrast, as |ong
as the Levene's test p-value is less than 0.05, we used “Equal variances not
assumed” line instead to adjust for wunequal variances. The t-value and

degrees of freedom appear to the right.

2 ook at the Appendix
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Liquidity Ratios
Regarding the liquidity ratios, fromtable 1 we see that for current ratio in
group A there are 15 firns with nean value 1.61 and standard devi ation 0.99,
while for group B, the mean value of the sane ratio equal to 2.12 with
standard deviation 0,69. The results of the remaining liquidity ratios are
shown in table 1.

As we can see fromtable 2, for current ratio, acid ratio and working capital
ratio, p-values are greater than 0.05. Therefore, for these ratios we accept
the null hypothesis that the wvariability of ratios used for assessing
performance of the two groups is equal, inplying that the variances are equal
to: 1.859, 1.626 and respectively with 64 degrees of freedom

Concerning the columm |abelled “p-value”, it gives the two-tailed p-value
associated with the test. In our case, for current ratio and working capital
ratio at the significance level of 0.05  p-value is around O0.O05.
Consequently, we reject null hypothesis signifying that the nean values
between the two groups for current ratio and working capital ratio, are
unequal . More specifically, as we can see fromthe table, the nmean value for
current ratio for group B is higher than the nmean value for group A Thus,
the mean value of current ratio between the two groups is statistically

significant different. In our case, rejecting the null hypothesis means that
conpanies with an expanding Board of Directors have better performance or
superior internal control than conpanies which have a limted nunber of

nenbers in the Board of Directors. For the remaining liquidity ratios, the
nul | hypothesis is accepted, as p-value is higher than 0.05.

By analysing and studying the category of liquidity ratios, of the five
ratios which are used, only tw of five have a positive effect on this
particul ar factor.

Activity Ratios

Table 3 presents the results of the descriptive statistics for the activity
ratios. In table 4, the results of the Levene's test for the honpbgeneity of
variance and a t-test for the difference between the neans of the two groups
are presented.

In this case, at the significance level 0.05, p-value for all the relative
ratios are greater than 0.05. Since p-value is bigger than 0.05, we accept
the null hypothesis, inplying that the variances are equal. Furthernore,
according to the results of t-test for all other activity ratios, the nmean
di fferences between the two groups are not statistically significant. Hence,
the null hypothesis is accepted. In this situation it is clear, that the
activity ratios in firns which inplement the principles of corporate
governance are not better off than firns which choose not to.

Profitability Ratios

Firstly, the results of the descriptive statistics for the profitability
ratios are presented in table 5.

Secondly, the results of the Levene's test and a t-test are reported in table
6. As shown in the table, the significance level of 1% p-values for Return
on Investnment and Return on Equity are higher than 0.01. Therefore, the null
hypothesis is accepted, inplying that variances are equal, since “equal
variances assuned” t-values are: 2.682 and -2.727 respectively with 64
degrees of freedom

In addition, at the significance level 5% the ratio of operating profit to
total assets the p-value is equal to 0.05. Consequently, the null hypothesis
is accepted, signifying that variances are equal. The t-value for the above
nentioned ratio is -1.997 with 64 degrees of freedom According to t-results,
p-value for ratios such as Return on Investnent and Return on Equity are |ess
than 0.01. Due to this, Ho hypothesis is rejected, inplying that the nean
val ues between the two groups are unequal .
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In particular, as we can see in the table, the nmean value for the above
ratios, for Group B is higher than the nmean value of group A Thus, the nean
value for the above ratios is statistically significant. At the significance
level of 5% the ratio of operating profit to total assets have p-value of t-
test less than 0.5. That shows that the nean value between the two groups is
unequal and so the null hypothesis is rejected.

Rejecting the null hypothesis nmeans that conpanies with an expandi ng Board of
Directors have better performance or superior internal control than the
conpani es whi ch have a |imted nunber of nmenbers in the Board of Directors.

Based on the above results, it can be assumed that firms enploying an
expandi ng Board of Directors and which apply rules of corporate governance do
not clearly present greater profitability neasured by the relative ratios
than those firns which enploy a limted nunmber of menbers in the Board of
Directors. Over the five examned ratios, only the three support this claim

This may be due to the fact that conpanies that have an expandi ng Board of
Directors wusually have large size conpared to conpanies wth Board of
Directors conposed of fewer nenbers.

This is probably the case of “size effect” meaning that profitability ratios
are biased to size since wusually firnse wth large sizes have |ower
profitability than conpanies of a mnor size.

Fi nanci al structure ratios
In table 7 the results of the descriptive statistics for the financial
structure ratios are presented. Secondly, the results of the Levene's test
and t-test are presented in table 8.

At the significance level of 5% p-values for Long Term Capital/Total Assets
is higher than 0.05. Therefore the null hypothesis is accepted inplying that
variances are equal. Since equal variances assuned, t-value for the above
ratio is 2.155 with 64 degrees of freedom

According to t-test, the p-value for the above nentioned ratio is equal to
0.035, less than 0.05. That inplies that Ho hypothesis is rejecting and
alternative hypothesis is accepted. Furthernmore, the nean val ues between the
two groups are unequal. More specific, as we can see fromthe table the nean
value for the above ratio for Goup B is higher than the nean value of G oup
A. Thus, the nean value for the above ratio is statistically significant.

For all other financial structure ratios at the significance |evel of 5% the
nul | hypothesis is accepted.

Z-score
As concerns z-score, at the significance level of 0.01, the p-value is higher
since it equals to 0.088. That inplies that variances are equal. Therefore
the null hypothesis is accepted and the alternative hypothesis is rejected

Accepting the null hypothesis in our case neans that, conpanies with an
expandi ng Board of Directors performless and have less internal control than
the conpanies, which have a limted nunber of nenbers in the Board of
Directors.

b) 2nd Hypot hesi s
Liquidity Ratios
Table 1 presents the results of the descriptive statistics for the liquidity
ratios, whereas table 2 presents the results of the Levene's Test and t-test.
At the significance level of 0.05 the p-value (F), for current ratio and the
acid test ratio is lower than 0.05. In this way the null hypothesis is
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accepted, indicating unequal variance, the t-value for the above nentioned
ratio being: -3.940 and -2.911.

Also, t-test results show that p-value for the aforenentioned ratio is |ess
than 0.01. As such, the nean val ue between the two groups is unequal and the
null hypothesis is rejected. In our case, that nmeans that firns which have an
expanding Board of Directors have higher perfornmance and better internal
control than firns which have a linmted nunber of nenmbers in the Board of
Directors. Relatively to Wrking Capital and Wrking Capital ratio and
according to t-test, we can narginally accept the Ho, since the p-val ues of
t-test is 0.072 and 0.088 respectively.

Activity Ratios

Table 3 presents the result of descriptive statistics for the activity
ratios, while table 4 depicts the results of the Levene's test and t-test. At
the significance level of 5% for the Inventory Turnover Ratio, Trade
Creditors to Purchases Ratio and Assets Turnover Ratio, p-value is less than
0.05. On that account, we reject the null hypothesis; signifying that the
variances are unequal and the t-value for the above ratios are 1.598, 1.608
and 2.707. Furthernore, a t-test result shows that p-value for the ratios are
| ess than 0.05, the nean val ues between the two groups then being unequal and
the null hypothesis is rejected. As shown in the table, the nean value of
Goup B for the above ratios is higher than the nmean value of Goup A In
this way the mean value for the two ratios between the two groups is
statistically significant.

Profitability ratios

Table 5 displays the results of the descriptive statistics for the
profitability ratios. Following this, the results of the Levene's test and a
t-test are reported in table 6. At the significance |evel of 5% p-values of
Levene's test for the ratios Return on Investnent, Return on Equity and
Qperating profit to Total Assets, are less than 0.05. Since p-value is |ess
than 0.05, we reject the null hypothesis inplying that the variances are
unequal .

Therefore, since “unequal variances assuned”, as we can see from the table,
t-value for the above ratios is: 2.909, 2.893 and 2.483. In continuation, t-
results for the above nmentioned ratios shows p-value prices to be less than
0. 05, neaning the nean val ues between the two groups are unequal and so null
hypothesis is rejected. Rejecting the null hypothesis connotes that, the
alternative hypothesis is true. According to the table, the nmean value for
Goup B for the previously mentioned ratios is higher than the nean val ue of
G oup A causing the nean value for the ratios, between the two groups to be
statistically significant.

Fi nancial structure ratios
The following table presents the results of the descriptive statistics for
the financial structure ratios.

The table following this shows the results of the Levene's test and t-test.
At the significance level of 1% p-value for Interest Coverage Ratio is |ess
than 0.01; the null hypothesis is rejected, which inplies that variances are
unequal . The t-value for the above ratio is equal to 2.248. Also at the
significance |level of 5% p-value of Long Term Capital / Total Assets , Ratio
of Omers Equity to Total Assets and Debt Ratio is lower than 0.05; the null
hypot hesis is then rejected signifying that variances are unequal .

A t-test result at the significance level of 0.05 for the Interest Coverage
Rati o, shows that p-value is less than 0.05. The nean val ues between the two
groups are unequal and therefore the null hypothesis is rejected. At the
significance level of 0.01 for ratio Long Term Capital / Total Assets, p-
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value is less than 0.01. Mreover, the nmean val ues between the two groups are
unequal and null hypothesis is rejected.

Z-score
The last table presents the results of the descriptive statistics for z-
score, whereas table 10 shows the results of the Levene's test and t-test.

At the significance level 5% the p-value is than 0.378, so we accept the
null hypothesis, inplying that the variances are equal. Furthernore, t-test
results show that p-value is higher than 0.05 naking the mean val ues between
the two groups equal and accepting the null hypothesis.

Summary and Concl usi ons

Corporate governance provides a framework for firm practices and behaviour.
Its purpose is to create an atnosphere of trust ampbng the four groups which
are involved: the sharehol ders, the Board of Directors, the managenent which
acts in an executive capacity, and the renmai ning nmenbers who have an interest
in the firm such as the stockholders, the creditors, the governnment, etc.
Insufficient rules of corporate governance have led large firns to economc
scandal, mainly due to the foul play of top financial executives. In turn,
their actions destroyed the trust that existed between the investors and the
firms, and magnified the precariousness in international markets.

Despite the fact that there have been no such large financial scandals in
Greece, the significant and prol onged decrease in prices of share val ue which
becane obvious after the period of the stock market bubble in the year of
1998-1999, is greatly attributed to the investors’ loss of trust in the
financial choices nade by the nmanagenent teans of firns.

Most of the listed conpanies in Geece, though, do not have adequate enough
corporate governance nechanisns. Listed conpanies’ ownership concentration
remai ns high, which has created a strong bond between the side of the nmain

shar ehol der and the nmanagenent team What is still predomnant in the Geek
capital nmarket is the famly firm Internationally recognized Board
structures which are at an international |evel and recognized, still have not

been sufficiently founded, such as board conmttees, the director’s
i ndependence and qualifications, and the education of the director.

Followi ng this node, the board nmainly works as a non-active conponent in the
conpany, conplying with the judgnents of the managenent. Non-executive board
nenbers do not effectively nonitor the managenent, in lieu of acting as
shar ehol der agents. Such is the situation in nost of the (famly) public
conpanies in Geece; high enough costs are caused by a bias in being partial
towards famly interests instead of the firms, because of a sense of duty
towards the famly.

Al t hough regul ati ons or der certain requirenments concer ni ng board
i ndependence, it is hard to deci pher whether the board actually fills these
demands. Self-regulation is what determnes the existence of board structure
and procedures. The point that |isted conpanies nust accept is that a board
whi ch operates well holds an advantage in a business world which is highly
conpetitive. What this connotes is that the greatest obstacle which nust be
overcone by family-owned listed firms is to take another look at their CG
policy, to take on nore nodern standards and to establish a suitable exchange
between the private firm s agency costs and the widely held public firm

What this study intends to do is to examne the mechanisnms of corporate
governance in publicly traded Greek manufacturing firns between the years of
2002- 2004, and to check the connection between these governance properties
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and the performance of the firm Qut of the total set of principles in
corporate governance, we have selected two nechani sns, the size of the Board
of Directors and the establishnent of ownership

The above selection of nechanisns was made through the information which is
avai l abl e on conpany websites. As such, access to this information was quite
accessible. The following know edge becane clear through the enpirical
results of the study. To begin with, test results prove that conpanies wth
an expanding Board of Directors can better control the firminternally, and
so they have a better performance than conpanies with a snaller nunber of
nenbers in the Board of Directors. Also, firns which introduced corporate
governance systens are characterized by high profitability ratios.

Furthernore, test results prove that firns characterized by an expanded group
of shareholders do better than firnms characterized by a small group of
sharehol ders or firnms which are famly owned. In brief, the study strongly
suggests that firm performance is in direct relation wth corporate
nmechani sns.

Since there was a snall sanmple of firnms for us to use, we cannot be certain
that the firms which conmply with a higher form of corporate governance
perform better or are nore efficient. Qur theory is that the first set of
results we received based on a snmall sanple, are an indication of the trend
which is confirmed in the above hypot hesis.

Therefore, we believe that future study, which can conbine a greater
concentration of firm sanples, research techniques, a nore extensive tine
frame for study, as well as other factors of corporate governance, wll be
able to lay the foundations for better corporate governance, which neans a
hi gher level of efficiency. Also, we hope that a further research on the
topic using a bigger sanple of firnms and probably a longer tinme period would
attract the attention of all interested parties.
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APPENDI X
15 Hypot hesi s
Table 1: Goup Statistics for Liquidity Ratios
RATI O GROUP N Mean St d. Devi ati on Std. Error Mean
CURRENT RATI O GROUP A 15 1, 612133 0, 9987296 0, 1398501
GROUP B 51 2, 125839 0, 6940832 0, 1792115
ACI D TEST RATI O GROUP A 15 1, 755190 0, 8351163 0, 1169397
GROUP B 51 1, 363680 0, 7629404 0, 1969904
WORKI NG CAPI TAL GROUP A 15 5, OE+07 4, 2E+07 5932092
GROUP B 51 3, 6E+07 2, 5E+07 6439988
WORKI NG CAPI TAL GROUP A 15 0, 202067 0, 1471264 0, 0206018
RATI O GROUP B 51 0, 287349 0, 1412948 0, 0364822
CASH FLOW GROUP A 15 0, 044294 0, 0489401 0, 006853
LI QUI DI TY RATIO GROUP B 51 0, 755000 0, 0784825 0, 0202641

Tabl e 2: Levene's Test and t-test for Liquidity Ratios

Val ue:
RATI O 3 EyA eqg?’??i ?)f T\elgtri ;ﬁges t-test for Equality of Means
4u EVNA”
F P- VALUE t df P- VALUE Mean
(F) (T) di fference

CURRENT “EVA” 1,412 0, 239 1, 859 64 0, 068 0, 5137059
RATI O “EVNA’ 2,260 32,834 0, 031 0, 5137059
ACI D TEST “EVA” 0, 508 0, 478 1, 626 64 0, 109 0, 3915102
RATI O “ EVNA' 1, 709 24,745 0,1 0, 3915102
WORKI NG “EVA’ 3,844 0, 054 1, 246 64 0, 217 14348391
CAPI TAL “EVNA" 1, 639 39, 811 0, 109 14348391
WWORKI NG “EVA’ 0, 09 0, 765 1,990 64 0, 051 0, 0852824
CAPI TAL “EVNA" 2,036 23,679 0, 053 0, 0852824
RATI O
CASH FLOW “ EVA’ 6, 224 0,015 | -1,873 64 0, 066 -0, 0312059
LIQU D TY “EVNA" -1, 459 17, 322 0, 163 -0, 0312059
RATI O

Table 3: Goup Statistics for Activity Ratios

RATI O GROUP N Mean St d. Devi ati on Std. Error Mean

I NVENTORY TURNOVER RATI O GROUP A 15 13, 046951 33, 9661997 4, 7562193
GROUP B 51 9, 079680 9, 1981526 2, 3749528

AVERAGE COLLECTI ON PERI OD GROUP A 15 116, 07058 90, 5740916 12, 68291
GROUP B 51 97, 292847 103, 0300649 26, 60225

ACCOUNTS RECEI VABLE TURNOVER GROUP A 15 1, 372931 1, 0233634 0, 1432995

RATI O GROUP B 51 1, 574333 0, 7103532 0,1834124

AVERAGE ACCOUNTS RECEI VABLE GROUP A 15 305, 64068 529, 7795406 74, 18397
GROUP B 51 516, 75818 214,1757726 55, 29995

TRADE CREDI TORS TO PURCHASES GROUP A 15 1,519073 1,1187897 0, 1566619

RATI O GROUP B 51 1, 267553 0, 4939268 0,1275314

AVERAGE PAYABLE PERI OD GROUP A 15 390, 65680

SHORT- TERM LI ABI LI TI ES 0 328, 3560166 45, 97904
GROUP B 51 345, 49638 167, 2892697 43, 19390

NET WORKI NG CAPI TAL TURNOVER GROUP A 15 -3,727104 43, 0473977 6,0278414

RATI O GROUP B 51 0,611633 6, 5092403 1, 6806786

ASSETS TURNOVER RATI O GROUP A 15 0, 540973 0, 4322409 0, 0605258
GROUP B 51 0, 582767 0, 2404038 0, 0620720

$“EVA” for Equal Variances Assumed

*“EVNA” for Equal Variances Not Assumed
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Val ue: )
Levene's Test for
RATI O “ » Equal ity of t-test for Equality of Means
EVA Vari ances
F P- VALUE t df P- VALUE Mean
(F) (T) di fference
| NVENTORY “EBVA’ 1,124 0, 293 0, 445 64 0, 658 3, 9672710
TURNOVER RATI O “EVNA 0, 746 63, 863 0, 458 3, 9672710
AVERAGE “EVA" 0,018 0, 894 0, 684 64 0, 496 18, 777608
COLLECTI ON *EVNA"
PERI CD 0, 637 20, 787 0, 531 18, 777608
ACCOUNTS “EVA" 3,459 0, 067 -
RECEI VABLE -0,712 64 0,479 0, 2014020
TURNOVER RATI O “ EVNA -
-0, 865 32,878 0, 393 0, 2014020
AVERAGE ACCOUNTS | “EVA" 3, 603 0, 062 1, 501 64 0, 138 211, 11744
RECEI VABLE “EVNA" 2,282 57, 546 0, 026 211, 11744
TRADE CREDI TORS “EBVA’ 2,552 0, 115 0, 843 64 0, 402 0, 2515192
TO PURCHASES “ EVNA
RATI O 1, 245 53, 818 0, 218 0, 2515192
AVERAGE PAYABLE “EBVA’ 1, 649 0, 204 0,511 64 0, 611 45, 160471
PERI OD SHORT- “EVNA"
TERM LI ABI LI TI ES 0,716 46, 857 0, 478 45, 160471
NET WORKI NG “EBVA’ 0,474 0, 494 -
CAPI TAL TURNOVER -0, 833 64 0, 408 9, 3387373
RATI O “ EVNA -
-1, 492 56, 849 0, 141 9, 3387373
ASSETS TURNOVER “EBVA’ 1, 750 0,191 -
RATI O -0, 357 64 0,722 0, 0417941
-0, 482 42,517 0, 632 0, 0417941
Table 5: Goup Statistics for Profitability Ratios
RATI O GROUP N Mean St d. Devi ati on Std. Error Mean
RETURN ON | NVESTMENT GROUP A 15 0, 0623 0, 0619556 0, 0086755
GROUP B | 51 0. 1099 0, 0622504 0, 0160730
RETURN ON EQUI TY GROUP A 15 0, 10%; 0, 1061218 0, 0148600
GROUP B | 51 0, 1882 0, 1014003 0, 0261814
LONG TERM PROFI TABI LI TY GROUP A 15 0, 3532 0, 1297210 0, 0181646
GROUP B | 51 0, 3883 0, 1213221 0, 0313252
GROSS PROFI T MARG N GROUP A | 15 0, 10% 0, 1358724 0, 0190259
GROUP B | 51 0, 1632 0, 0716363 0, 0184964
OPERATI ON PROFI T TO TOTAL GROUP A 15 0, 2812
ASSETS 21 0, 4018269 0, 0562670
GROUP B | 51 0, 52?2 0, 4925032 0, 1271638
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Table 6: Levene's Test and t-test for Profitability Ratios
Val ue: Levene's Test for
RATI O "« EVAY Equal ity of t-test for Equality of Means
“« EVNAY Vari ances
F P- VALUE t df P- Mean
(F) VALUE | difference
(M
RETURN ON | NVESTMENT | “ EVA” 1,032 0,314 | -
2,68 0, 00 -
2 64 9 0, 0488635
2,67 22,8 0, 01 -
5 04 4 0, 0488635
RETURN ON EQUI TY “EVA’ 0, 390 0,534 | -
2,72 0, 00 -
7 64 8 0, 0841816
2,79 23,7 0, 01 -
6 82 0 0, 0841816
LONG TERM “EVA’ 0, 261 0,611 | -
PRCFI TABI LI TY 0,95 0, 34 -
1 64 5 0, 0357243
0, 98 24,2 0, 34 -
7 31 4 0, 0357243
GRCSS PROFIT MARG N | “EVA” 0, 830 0, 366 | -
1,41 0, 16 -
0 64 3 0, 0516439
1,94 45,1 0, 05 -
6 47 8 0, 0516439
OPERATI ONAL PROFI T “EVA’ 2,280 0,136 | -
TO TOTAL ASSETS 1,99 0, 05 -
7 64 0 0, 2482722
1,78 19, 8 0, 09 -
5 06 0 0, 2482722
Table 7: Goup Statistics for Financial Structure Ratios
RATI O GROUP N Mean St d. Devi ati on Std. Error Mean
FI XED ASSETS/ EQUI TY CAPI TAL GROUP A | 15 0, 593087 0, 1438977 0, 0201497
GROUP B 51 0, 614931 0, 1091029 0, 0281703
El XED ASSETS/ TOTAL ASSETS GROUP A 15 0, 331286 0, 1596777 0, 0223593
GROUP B 51 0, 350093 0, 1597771 0, 0412543
RATI O OF OANERS EQUI TY TO GROUP A 15 0, 601016 0,1270174 0, 0177860
TOTAL ASSETS GROUP B 51 0, 570720 0, 0622010 0, 0160602
DEBT RATI O GROUP A 15 0, 394294 0, 1260732 0, 0176538
GROUP B 51 0, 426513 0, 0639664 0, 0165160
RATI O OF BORRON NG EQUI TY GROUP A 15 0, 728827 0, 3768788 0, 0527736
GROUP B 51 0, 768140 0, 2059595 0, 0531785
LONG TERM CAPI TAL/ TOTAL GROUP A 15 0, 607487 0, 1056570 0, 0147949
ASSETS GROUP B 51 0, 670075 0, 0696020 0,0179711
| NTEREST COVERAGE GROUP A 15 12, 748990 25, 6092774 3,5860161
FI XED ASSETS/ TOTAL ASSETS GROUP B 51 23, 969947 30, 6771549 7,9208073
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Tabl e 8: Levene’'s Test and t-test for Financial Structure Ratios
val ue: Levene’'s Test for
RATI O “ " Equal ity of t-test for Equality of Means
EVA Vari ances
" EVNA”
F P- VALUE t df P- VALUE Mean
(F) (T di fference
FI XED ASSETS/ EQUI TY “EVA” 0, 835 0, 364 0, 543 64 0, 589 0, 218447
CAPI TAL “EVNAY
0, 631 28, 806 0, 533 0, 218447
FI XED ASSETS/ TOTAL “EVA” 0, 001 0,972 -0,401 64 0, 690 -0,0188071
ASSETS “ EVNA”
-0,401 22,88 0, 692 -0,0188071
RATI O OF OANERS “EVA” 3,792 0, 056 0, 899 64 0, 377 0, 0302957
EQUI TY TO TOTAL “ EVNA”
ASSETS 1, 264 48, 833 0, 212 0, 0302957
DEBT RATI O “EVA” 3, 699 0, 059 -0,951 64 0, 345 -0, 0322192
“ EVNA” -1, 333 47,064 0, 189 -0, 0322192
RATI O OF BORROW NG “EVA” 1,977 0, 165 -0, 386 64 0, 701 -0, 0393125
EQUI TY “ EVNA”
-0,525 43, 374 0, 602 -0, 0393125
LONG TERM “EVA” 3, 706 0, 059 2,155 64 0, 035 0, 0625878
CAPI TAL/ TOTAL ASSETS “EVNA” 2,689 34,917 0,011 0, 0625878
| NTEREST COVERAGE “EVA” 1,764 0, 189 -1,425 64 0, 159 -11, 22096
FI XED ASSETS/ TOTAL “ EVNA”
ASSETS -1,291 20, 091 0, 212 -11, 22096
Table 9: Goup Statistics for z-score
RATI O GROUP N Mean St d. Devi ati on Std. Error
Mean
Z-score GROUP A 15 1, 735400 0, 9160133 0, 1282675
GROUP B 51 1, 539007 0, 4799331 0, 1239182
Tabl e 10: Levene’s Test and t-test for z-score
Val ue: Levene’'s Test
RATI O “ EVAY for Equality of t-test for Equality of Means
“« EVNA Vari ances
F P- t df P- VALUE Mean
VALUE (T) di fference
(P
Z-score “EVA’ 3, 005 0, 088 0, 796 64 0, 429 0, 1963933
“EVNA" 1,101 45, 459 0, 277 0, 1963933
2! Hypot hesi s
Table 1: Goup Statistics for Liquidity Ratios
RATI O GROUP N Mean St d. Devi ati on Std. Error Mean
CURRENT RATI O GROUP A 15 2, 145986 0, 3623044 0, 0935466
GROUP B 51 1, 543633 1, 0356941 0, 1450262
ACI D TEST RATI O GROUP A 15 1, 769471 0, 3556189 0, 0918204
GROUP B 51 1, 315127 0, 9014822 0, 1262328
WORKI NG CAPI TAL GROUP A 15 4, 2E+07 43824784, 94 1, 1E+07
GROUP B 51 6, 3E+07 37128898, 3 5199086
WORKI NG CAPI TAL GROUP A 15 0, 21016 0,1191730 0, 0307703
RATI O GROUP B 51 0, 284969 0, 1537798 0, 0215335
CASH FLOW GROUP A 15 0, 50127 0, 0518978 0, 0133999
LIQU D TY RATIO GROUP B 51 0, 51757 0, 0599231 0, 0083909
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Tabl e 2: Levene’'s Test

and t-test for

Tsi fora-El eftheri adou,

Liquidity Ratios

181-211

Val ue: ,
Levene's Test for
RATI O “ EVAY Equal ity of t-test for Equality of Means
Var i ances
“ EVNAY
F P- VALUE t df P- VALUE Mean
(F) (T) di fference
CURRENT RATI O “EVA” 4,381 0,04 | -2, 203 64 0, 031 -0, 6023529
“ EVNA -3, 490 61, 957 0, 001 -0, 6023529
ACI D TEST RATIO | “EVA’ 5, 052 0,028 | -1, 900 64 0, 062 -0, 4543439
“EVNA" -2,911 58, 459 0, 005 -0, 4543439
WORKI NG CAPI TAL “EVA” 0, 001 0, 978 1, 83 64 0,072 20796845
“EVNA" 1, 670 20, 282 0,11 20796845
WORKI NG CAPI TAL “EVA” 0, 39 0,535 | -1,734 64 0, 088 -0, 748286
RATI O “EVNA" -1,992 29, 115 0, 056 -0, 748286
CASH FLOW “EVA” 0, 02 0,888 | -0, 095 64 0, 924 0, 0016302
LIQUI DI TY RATIO | “EVNA -0, 103 26, 012 0, 919 0, 0016302
Table 3: Goup Statistics for Activity Ratios
RATI O GROUP N Mean St d. Devi ati on Std. Error Mean
| NVENTORY TURNOVER RATI O GROUP A 15 31, 112; 59. 3627905 15, 32741
GROP B |51 6, 5660; 7,3915308 1, 0350213
AVERAGE CCOLLECTION PERI OD | GROUP A 15 81, 712? 108, 3597128 27.97836
GROP B |51 120, ggg 87, 2833632 12, 22212
ACCOUNTS RECEI VABLE GROUP A 15 1, 28144
TURNOVER RATI O 1 1, 1411229 0, 2946367
GROP B |51 1 88548 0, 8653321 0, 1211707
AVERAGE ACCOUNTS GROUP A 15 289, 599
RECE! VABLE 800 211, 7218156 54, 66634
GROP B |51 521, e 528, 0409115 73, 94052
TRADE CREDI TORS TO GROUP A 15 2,00018
PURCHASES RATI O 7 1, 6359844 0, 4224094
GROP B |51 1 30352 0, 6875846 0, 0962811
AVERAGE PAYABLE PERI OD GROUP A 15 330, 709
SHORT- TERM LI ABI LI TI ES 100 283, 1382748 73, 94052
GROP B |51 395, 883 304, 5016605 42, 63876
NET WORKI NG CAPI TAL GROUP A 15 5, 13540
TURNOVER RATI O 0 4, 6085099 1, 1899121
GROUP B 51 -
3. 587035 43, 145982 6, 0416459
ASSETS TURNOVER RATI O GROUP A 15 0, 45593 0, 5773646 0, 1490749
GROP B |51 0, 87178‘ 0, 2645945 0, 370506
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Tabl e 4: Levene's Test and t-test for Activity Ratios
Val ue: Levene’'s Test
RATI O “ " for Equality of t-test for Equality of Means
EVA Vari ances
" EVNAY
F P- VALUE t df P- Mean
(F) VALUE | differenc
(T) e
| NVENTORY TURNOVER “EBVA’ 23,40 0, 000 0, 00 24,5487
RATI O 6 2,93 64 5 24
“ EVNA 1, 59 0,13 24,5487
8 14, 128 2 24
AVERAGE COLLECTI ON “BVA’ 0, 320 0, 574 - 0, 15 -
PERI CD 1,436 64 6 38, 94281
“ EVNA 1, 27 0,21 -
5 19, 653 7 38, 94281
ACCOUNTS RECEI VABLE “EVA” 1, 048 0,31 2,20 0, 03 0, 60395
TURNOVER RATI O 5 64 1 88
“ EVNA 1, 89 0, 07 0, 60395
6 18, 984 3 88
AVERAGE ACCOUNTS “EVA” 3,116 0, 082 - 0, 10 -
RECEI VABLE 1, 655 64 3 231, 8762
“ EVNA - 0,01 -
2,522 57, 86 4 231, 8762
TRADE CREDI TORS TO “EVA” 10, 26 0, 002 2,42 0,01 0, 69659
PURCHASES RATI O 7 7 64 8 45
“ EVNA 1, 60 0,12 0, 69659
8 15, 481 8 45
AVERAGE PAYABLE “BVA’ 0, 076 0, 784 - 0, 46 -
PERI OD SHORT- TERM 0,73 64 8 64, 296681
LI ABI LI TI ES “ EVNA - 0, 45 -
0,76 24, 356 5 64, 29681
NET WORKI NG CAPI TAL “BVA’ 0, 738 0, 394 0,77 8, 72243
TURNOVER RATI O 7 64 0, 44 53
“ EVNA 1, 41 0, 16 8, 72243
7 53, 666 2 53
ASSETS TURNOVER “BVA’ 11, 58 0, 001 3, 96 0, 00 0, 41575
RATI O 2 2 64 0 96
“ EVNA 2,70 0,01 0, 41575
7 15, 766 6 96
Table 5: Goup Statistics for Profitability Ratios
RATI O GROUP N Mean St d. Devi ati on Std. Error Mean
RETURN ON | NVESTMVENT GROP A |15 0, 05622 0, 0841989 0, 217401
GROUP B | 51 0, 12263 0, 0496945 0, 006959
RETURN ON EQUI TY GROUP A 15 0, 0961; 0, 1463452 0, 377862
GROUP B | 51 0, 2092; 0, 0825786 0, 011563
LONG TERM PROFI TABI LI TY GROP A |15 0,31832 0, 1403024 0, 036226
GROUP B | 51 0, 3705; 0, 1228817 0, 017207
GRCSS PROFIT MARG N GROUP A 15 0, 13593; 0, 0698026 0, 018023
GROUP B | 51 0, 11653 0, 1380747 0, 019334
OPERATI ON PROFI T TO TOTAL GROUP A 15 0, 24867 0, 5829673 0, 150522
ASSETS 6
GROUP B | 51 0, 64022 0, 3361111 0, 047065
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Tabl e 6: Levene's Test and t-test for Profitability Ratios

181-211

val ue: Levene's Test for
RATI O " EVAY Equal ity of t-test for Equality of Means
“« EVNA” Vari ances
F P- VALUE t df P- Mean
(F) VALUE | difference
(M
RETURN ON | NVESTMENT | “ EVA” 13,5 0, 000
12 3, 833 64 0, 000 0, 0664118
“EVNA” 16, 96
2,909 6 0, 010 0, 0664118
RETURN ON EQUI TY “ EVA’ 12,9 0, 001
99 3, 85 64 0, 000 0, 1131439
“EVNA” 16, 70
2,863 4 0,011 0, 1131439
LONG TERM “EVA? 1, 05 0, 309 -
PROFI TABI LI TY 0 1, 402 64 0, 166 -0, 0522584
“EVNA’ - 20,73
1, 303 4 0, 207 -0, 0522584
GRCSS PROFI T MARG N “EVA? 0, 61 0, 437
1 0, 524 64 0, 602 0, 0194376
“EVNA” 47, 24
0, 735 5 0, 466 0, 0194376
OPERATI ONAL PROFI T “EVA? 7,19 0, 009
TO TOTAL ASSETS 0 3, 306 64 0, 002 0, 3915569
“EVNA” 16, 82
2,483 6 0, 024 0, 3915569
Table 7: Goup Statistics for Financial Structure Ratios
RATI O GROUP N Mean St d. Devi ati on Std. Error Mean
FI XED ASSETS/ EQUI TY CAPI TAL GROUP A | 15 0, 619900 0, 1036313 0, 267575
GROUP B 51 0, 607045 0, 1452748 0, 020343
El XED ASSETS/ TOTAL ASSETS GROUP A 15 0, 312433 0, 1541927 0, 039812
GROUP B 51 0, 342363 0, 1608174 0, 022519
RATI O OF OANERS EQUI TY TO GROUP A 15 0, 580533 0, 5724650 0, 014781
TOTAL ASSETS GROUP B 51 0, 598129 0, 1282191 0, 017954
DEBT RATI O GROUP A 15 0, 417767 0, 5848430 0, 015101
GROUP B 51 0, 396867 0, 1273648 0, 178346
RATI O OF BORRON NG EQUI TY GROUP A 15 0, 734507 0, 1623196 0, 041911
GROUP B 51 0, 738720 0, 3832648 0, 053678
LONG TERM CAPI TAL/ TOTAL GROUP A 15 0, 589227 0, 0565301 0, 145960
ASSETS GROUP B 51 0, 675445 0, 1039707 0, 014559
| NTEREST COVERAGE GROUP A 15 34, 589787 41, 9231650 10, 82451
FI XED ASSETS/ TOTAL ASSETS GROUP B 51 9, 625508 17,6618449 2,4731530
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Tabl e 8: Levene's Test and t-test for Financial Structure Ratios
val ue: Levene’'s Test for
RATI O “ " Equal ity of t-test for Equality of Means
EVA Vari ances
F P- VALUE t df P- VALUE Mean
(F) (T) di fference
FI XED “EVA’ 2,086 0, 153 0, 319 64 0, 751 0, 128549
ASSETS/ EQUI TY “EVNA
CAPI TAL
0, 382 31, 879 0, 705 0, 128549
FI XED “EVA’ 0, 019 0, 891 -0, 639 64 0, 525 -0, 299294
ASSETS/ TOTAL “EVNA
ASSETS
-0, 654 23,712 0, 519 -0, 299294
RATI O OF OANERS “EVA’ 4,193 0, 045 -0,514 64 0, 609 -0,0175961
EQUI TY TO TOTAL
ASSETS “EVNA -0, 757 53, 301 0, 453 -0,0175961
DEBT RATI O “EVA’ 4,243 0, 043 0, 614 64 0, 514 0, 0209000
“ EVNA 0, 894 51, 979 0, 375 0, 0209000
RATI O OF “EVA” 3, 849 0, 054 -0, 041 64 0, 967 -0, 0042129
BORROWN NG EQUI TY
“ EVNA -0, 062 55, 655 0, 951 -0, 0042129
LONG TERM “ EVA’ 4,168 0, 045 -3, 07 64 0, 003 -0, 0862184
CAPI TAL/ TOTAL
ASSETS “EVNA -4,182 43, 624 0, 000 -0, 0862184
| NTEREST COVERAGE | “EVA’ 23, 854 0, 000 3,301 64 0, 001 24,964279
FI XED
ASSETS/ TOTAL
ASSETS “ EVNA 2,248 15, 488 0, 040 24,964279
Table 9: Goup Statistics for z-score
RATI O GROUP N Mean St d. Devi ati on Std. Error
Mean
Z-score CGROUP A 15 1, 822280 0, 9155103 0, 2363837
CGROUP B 51 1, 652084 0, 8192168 0, 1147133
Tabl e 10: Levene's Test and t-test for z-score
val ue: Levene’'s Test
RATI O p ” for Equality of t-test for Equality of Means
EVA Vari ances
F P- t df P- VALUE Mean
VALUE (T) di fference
(F)
z-score “ EVA’ 0, 788 0, 378 0, 689 64 0, 493 0, 1701957
“EVNA” 0, 648 21,044 0, 524 0, 1701957
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