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ABSTRACT

The effect of corporate governance on business output is unevitable. It is possible to
maximize coordination and performance by evaluating the connection between corporate
governance and business output correctly. In corporate governance, fairness, reliability,
accountability, objectivity and transparency are required to stand out. The primary purpose
of this work is to reveal the connection between corporate governance and business output.
This is to enable to make a healthier assessment by revealing the positive and negative
aspects of the relationship and to provide solutions to the problems that may arise when
necessary.

It examines corporate governance variables and analyses if they affect on firm performance
as measured by return on presence (ROA) and return on equity (ROE). According to the
review of literature, we select four corporate governance variables. These are; board
members, CEO and chairman, board structure and ownership concentration which assisted
as the independent variables and the dependent variable is firm performance. The linear
multiple regression was used to assess the connection between corporate governance and
firm performance.

In this article data for 179 manufacturing firms from ISE are collected from 2018 in order
to determine how is the relation between corparate governance and business performance.
As a result of the analyzes, it is reach that there is positive and meaningful relation between
board members, board structure, ownership concentration and firm performance. But
findings from the study show that there is no meaningful relationship between CEO
chairman and firm performance.
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KURUMSAL YONETIM VE FiRMA PERFORMANSI: BORSA
ISTANBUL’DA BiR ARASTIRMA
0z

Kurumsal yonetimin firma performansi iizerindeki etkisi kaginilmazdir. Kurumsal yonetim
ile firma performansi arasindaki iliskinin dogru degerlendirilmesi ile koordinasyon ve
performans artirimi miimkiindiir. Adalet, giivenilirlik, hesap verilebilirlik, tarafsizlik ve
seffaflik kurumsal yonetimin unsurlaridir. Caligmadaki temel amag; kurumsal yonetim ile
firma performansi iligkisini ortaya koyabilmektir. Amag; iliskideki olumlu ve olumsuz
taraflar1 ortaya cikararak karsilagilabilecek problemleri bertaraf edebilecek ¢oziimler
iiretmektir.

Calismada aktif karlilik ve 6z kaynak karliligi verileri kullanilarak kurumsal yonetim
degiskenlerinin  firma performansini  etkileme giicii arastiilmaktadir.  Literatiir
incelendiginde 6ne ¢ikan dort kurumsal yonetim degiskeni s6z konusudur. Bunlar; Yonetim
Kurulu tiye sayisi, ayriklik, bagimsiz iiye sayisi ve miilkiyet yapisidir. Bagimsiz degisken
kurumsal yonetim degiskenleri iken bagimli degisken firma performansidir. Kurumsal
yonetim ile firma performans: iligkisini Sl¢ebilmek amaciyla ¢oklu dogrusal regresyon
teknigi kullanilmigtir.

Iliskiyi belirlemede 179 imalat sanayi sirket verileri kullamlmistir. Sonugta; yénetim kurulu
liye sayisi, bagimsiz iiye sayist ve miilkiyet ile firma performansinin anlamli ve pozitif bir
iligkisi oldugu tespit edilmistir. Fakat ayriklik ile firma performans: ile ilgili herhangi bir
iliskiye rastlanmamaistir.

Anahtar Sozciikler: Kurumsal Yo6netim, Firma Performansi, Finansal Performans.

JEL Kodlar1: M40, M41.

1. INTRODUCTION

Corporate governance is an organization which assures its owners as
stakeholders are getting an equitable return on their investment (Clarkson
and Deck,1997). Furthermore; corporate governance is an approach to
provide companies performance and control and to organize the relationship
between firm owners and stakeholders (Luo,2005:2).

Due to the economic crisis and accounting manupulations in recently,
suppliers of finance lose their confidence against to firms (Yenice and
Do6len,2013:200). For renovation of markets, researchers emphasize the
importance of corporate governance. Corporate governance should be
considered as a necessity instead of obligation. A good corporate
governence organization means better market value, better business
management  and more earnings (Ege, Topaloglu  and
Ozyamanoglu,2013:101).

Our results are significant for financiers and others who consider that good
corporate governance is significant for raising investor reliance and market
liquity ( Donaldson,2003).
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2.RESEARCH HYPOTHESES

i.There is an important connection between board members and firms’
fianancial performance.

ii.There is an important connection between CEO and chairman and firms’
financial performance.

iii.There is an important connection between board structure and firms’
financial performance.

iiii. There is an important connection between ownership concentration and
firms’ financial performance.

3.CORPORATE GOVERNANCE VARIABLES
Board Members

There is a convergenge of contract on the argument that bord members is
connected with firm performance (Adekunle and Aghedo,2014:55). Vafeas
(2000) found an important connection between small board members and
firms profitability. Furthermore, Mak and Yuanto (2001) also found the
same results according to the analyses performed in Singapore and
Malaysia. Bonn and the others (2004) found a negative connection between
board members and firms performance for Australia and Japan companies.
Lipton, Lorsch (1992) and Jensen (1993) claimed that limiting board
members is believed to improve firm performance because of the poorer
communication in larger boards.As a result of these all research examined in
detail we have concluded that there is a negative connection between board
members and firm performance.

CEO and Chairman

Another important monitoring device is the segregation of the
responsibilities of CEO from chairman (William et al.,2003). Several
studies have analyzed the segregation of CEO and chairman, presume that
agency problems are more when the same person holds both positions,
Yermack (1996) indicates that companies are more worthy when the CEO
and board chair positions are separate. In addition, Zubaidah think that
CEO and Chairman will deteriorate board’s independency and monitoring
management . Core, Holthausen and Larcker (1999) also indicate that if the
CEO and board chair positions are seperate, the CEO compansation is
weaker.

Board Structure

Board structure explains the proportion of independent members relative to
the total number of board members ( Zubaidah,2009). Thanks to the board
members is one of the most important device to monitor the management,
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board structure become a important subject (Abdullah,2004). Zubaidah
thinks that boards with the more independant members preserve the
stokeholder interests better than boards with executive directors. Moreover,
Dahya and McConnell (2003) and Dehaene et al. (2001) argued that among
Belgian companies there is a possitive connection between the ration of
independant member and company performance. However, Fosberg (1989)
claimed that there is no connection between the number of independent and
firm performance.

Ownership Concentration

There are lots of studies regarding the connection between ownership
concentration and firms performance. But among the researchers this issue
continue to be an arguement point (Bayraktaroglu,2010:12). Some of
researchers claim that a high level of ownership concentration tends to make
more pressure on directors for maximizing the value of company (Adekunle
and Aghedo,2014:55). Berle and Means (1932) explained that a low
concentration of shores will be associated with a raising of firm value.

4 METHODOLOGY

This work interested in the connection between firm performance and
corporate governance variations. The work uses 179 quoted companies from
ISE for getting the best solutions. The linear multiple regression was used to
evaluate the connection between these two variations mentioned before. The
multiple regression analysis is performed on the dependent variables, ROA
and ROE, to test the connection between the independent variables with
firm performance. Table 1 shows the variables and description in this work.
The regression models utilized to test the connection between the board
characteristics and firm performance are as follows:

ROA: B0 + BIBOARDSIZE + p2DUAL+ B3BIND+ BAOWNCON+ €
ROE: B0 + BIBOARDSIZE + p2DUAL+ B3BIND+ BAOWNCON+ €
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Table 1: Variables

VARIABLES DESCRIPTION MEASUREMENT
BOARDSIZE Board members Number of directors on the board.
DUAL CEO and chairman Seperation of the roles of CEO
from chairman.
BIND Board structure The rate of independent non-
executive directors relative to the
total number of directors.
OWNCON Ownership concentration Percantage of major shareholding.
ROA Return on assets Net income / total assets
ROE Return on equity Net income / total equity

5.FINDING AND DISCUSSION

A Pearson correlation analysis is achieved on the variables to control for the
degree of multicollinearity within variables ( Gujarati, 1992). The finding of
the pearson correlation analysis in Table 2 proves that there is an important
connection between board members, board structure, ownership structure
and firm performance. But there is no connection between CEO and

chairman and firm performance.
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Table 2: Pearson Correlation Analysis Results

VARIABLES MEAN | STD.DEVIATION 1 2 3 4 5 6
1.Board 6,70 2,13 1

Members

2.CEOand 1,97 0,40 -,222%* 1

Chairman

3.Board 1,88 0,87 452%* -,170* 1

Structure

4.0wnership 65,45 26,25 131 -,152 -,072 1

Structure

5.Return on 1,57 0,61 ,250** -,147 ,225%* | 312%* 1
Asset

6.Return on 1,75 0,82 ,275%* -,156 252%* | 334*%* | 220*%* | 1
Equity

**: Correlation is important at the 0,01 level (2-tailed).

* :Correlation is important at the 0,05 level (2-tailed).
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Tablo 3: Regression Analysis

Un-standardized Stand;rdize
Coefficients | coefficients Collinearity Statistics
Dependent Variables Standar T Sig.
B t B Tolerance VIF
Error
( Constant) 0,912 | 0,180 5,163 | 0,000
1. Board Members
0,033 | 0,010 0,192* 2,332 | 0,000 0,743 1,377
2. CEO and Chairman
-0,001| 0,069 -0,007 -0,009 | 0,664 0,976 1,056
3. Board Structure
0,088 | 0,033 0,169* 2,203 | 0,022 0,772 1,222
4. Ownership
Structure
0,006 | 0,001 0,341** 4,794 | 0,000 0,988 1,055
R 0,481
2
R 0,231
2
Adjusted R 0,211
Std. Error of the
Estimate 0,357
F (4-179) 11,566
Sig. 0,000
Durbin-Watson 1,872

Dependent Variable: Firm Performance **p<0,01, *<0,05

As can be seen in the above finding of regression analysis when the
independent variables; board members, CEO and chairman, board structure
and ownership structure were regressed on Return On Asset and Return On
Equity, R-squared value of 0,231 is noticed. Given the value of adjusted R-
squared of 0,211 indicates that the independent variables collectively show
21,1% of the systematic variation in the dependent variable. The results
show that board members is important at p< 0,192 with positive sign, board
structure is also important at p< 0,169 with positive sign, and ownership
structure also important at p< 0,341 with positive sign. However, CEO and
chairman has no important connection with firm performance. The F-
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statistic of 11,566 is important for the model respectively. This shows that
there is a statictical important connection between the independent variables
and the dependent variable as a group. Also the durbin-watson statistic of
1,872 for the model respectively reveal the obsence of first order serial
correlation.

6. CONCLUSION

This work researced the connection between corporate governance and firm
performance of quoted companies on the ISE. As we know, when we use
return on asset and return on equity as dependent variable, firm size, board
structure and ownership structure are significant. But just CEO and
chairman hasn’t any relation with firm performance. It means for the value
maximizing, companies should have large board size, more independent
board structure and higher concentration of shares.
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