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Abstract: 

Through this paper we aim to highlight the importance of corporate governance and audit fees, as well as the 

implications of these two elements in analyzing the financial performance. There are several studies investigating the 

performance of the company, especially papers which identify the characteristics of the company that lead to performance. 

We chose to highlight the manner in which elements such as: the size and independence of the Board, the frequency of 

meetings between Board members, CEO duality, advisory committees, institutional investors, indemnities granted to the 

Board and audit fees influence the financial performance of companies listed on the Bucharest Stock Exchange in the period 

2009-2015. This study provides conclusive empirical evidence on the relationship between corporate governance 

characteristics, audit and performance and reflects the economic and financial realities of the most important companies in 

Romania. Further to our research, we have obtained a significantly positive influence between the independence of the 

Board, the existence of institutional investors, the percentage of shares held by the members of the Board and the 

performance of the company. Among the variables: audit fees, financial risk and financial performance we obtained a 

negative correlation. 
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JEL Classification: G34, M41, M42.  

 

1. Introduction 

The events on major financial scandals, economic, political and social crisis, that shook the entire world, have 

contributed to the emergence of a common interest concerning the need to improve the internal audit, the external audit, the 

risk management, as pillars of sustainable corporate governance in particular, and governance in general. So, on the 

following paper we want to review the most relevant studies in our field of interest, in order to lay a solid foundation for our 

research and to underlie the choice of variables for the case study. 

We believe that we bring a real and relevant contribution through our study, since the results were obtained after a 

lengthy documentation, because the period of analysis is very generous (7 financial years), and the chosen sample is 

representative for the companies in Romania. Since mandatory reporting according to International Financial Reporting 

Standards (IFRS) has been applied in our country since 2012, we chose as period of analysis 3 years before IFRS and 4 years 

after it.  

Through our research, we aim at highlighting the fact that there is a significant correlation between the mechanisms 

of corporate governance, audit fees and financial performance, through an analysis of the most representative companies 

listed on the Bucharest Stock Exchange.  

2. Literature Review and Hypotheses Development  

Corporate governance is a set of „rules of the game” by which companies are managed internally and supervised by 

the Board of directors, in order to protect the interests of all stakeholders (Feleagă, 2011). Since the specialized literature on 

corporate governance is vast and sometimes controversial, we tried, trough this paper, to define „the rules of the game” by 

reviewing the main governance mechanisms. 

An essential mechanism of corporate governance is represented by the Board of directors. It is set up to monitor 

the activities of managers in the company and helps to mitigate conflicts of interest (Black et all, 2003). Peter Drucker, the 

founder of modern management recalls in his work „Management Practice” the responsibilities of the Board of directors as 
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follows: establishing long-term strategic policy for profit, determining allowances, compensations or bonuses for the 

management staff, assessing the managers’ performance and improving internal control systems. 

There are, however, researchers (Pergola et all, 2008; Gibson, 2003) who consider the Board of directors as 

inefficient as regards the observance of all the responsibilities that it has, because of the lack of independence. In order to 

improve the efficiency and autonomy of the Board, some specialists have suggested the use of stock options in order to bring 

to the same common denominator the interests of the Board of directors and those of shareholders. Thus, it is considered that 

a share holding in the company by its management staff will provide incentives necessary to make decisions and to create 

long-term perspectives. There were even proofs of a strong correlation between the independence of the Board and the 

stock option plans on the one hand and transparency, on the other hand. 

 Previous studies have shown that the percentage of independent members of the Board influence positively and 

significantly the financial health of the company. Foo and Zain (2010) took a sample of 481 companies listed on the 

Malaysian Stock Exchange and found out that those Board of directors which are more independent and diligent are 

associated with greater liquidity. This can be explained by the presence of independent directors in the Board of directors 

which shortens the period of the cash conversion cycle and the full disclosure of information on the other hand (Simon and 

Kar, 2001).  

On the same level can be placed the researches of Obradovich, Gill and Biger (2015), who argued in their paper, the 

importance of independent directors, since these ones are more able to advise and assist the managing Board, which helps to 

effectively manage the working capital, to make important decisions, which are useful in improving the company’s financial 

health. A significant and positive relationship between the structure of the Board of directors and the financial performance 

calculated with return on assets rate (ROA)  was obtained in the research belongings to Mariana Bunea and to Eugeniu 

Turlea(2016). The results obtained from the analysis showed a close association between the productivity of the assets of 

companies analyzed (ROA) and the independence of Board members and a poor to non-existent correlation between the 

composition of the Board and the financial profitability of companies  calculated with return on equity  rate (ROE). 
Several researchers (Landier et all, 2013) from the prestigious Princeton University of United States have written a 

representative item for our topic in which they debate the issue of the independence of the General Manager (CEO) and 

the impact of this feature on performance. The results of the study demonstrated in a robust way, that those companies with a 

smaller number of independent directors have a lower level of profitability and provide to the shareholders lower 

performance following significant investments. But these results are not affected when the traditional management measures 

are controlled, such as the Board independence and size, the rights of shareholders, etc.  

A recent paper (Malik & Makhdoom, 2016) confirms the strong and positive relationship between corporate 

governance and financial performance. The authors, analyzing the corporations from Fortune Global 500, have concluded 

that smaller sizes of the Board of directors create better performance. The frequency of meetings between the Board of 

directors members was also shown to have an inverse relationship with the company performance. The study supports the 

independence of the Board of directors in order to improve transparency in the decision-making process within the Board. 

Also, the paper shows that the compensations and indemnities granted to the Board of director, have an inverse relationship 

with the company performance.   

Fuentes and his collab. (2016) have reinforced the idea that the independence of the Board of directors, its size, the 

level of training and experience of executive members, the CEO duality, the existence and independence of the Audit 
Committee, the quality of the audit (reported by audits done by the Big Four audit firms) and the presence of institutional 
investors are associated with a high disclosure risk and also with a high financial performance. 

Opinions on the influence of the structure and number of committees on performance are divided. Guira et 

all.(2010) found there is no correlation between the existence of specialized committees and corporate performance. 

Mcconomy&Bujaki (2000) have found a positive correction between the number of advisory committees and implications 

for corporate profitability. Also, the setting up of the audit committee can prevent financial fraud and provide higher market 

credibility to financial statements by creating a positive reaction in order to improve the company’s share price. 

Reviewing the studies elaborated in the audit field, we noticed that the problem of audit fees is a delicate one for 

companies around the world. A significant influence in their growth is held by the incumbency of financial and accounting 

reporting companies according to International Accounting Standards (IFRS). As stated by Cristina de Fuentes and Eva 

Sierra-Grau (2015) in a study conducted during 2002-2009 on Spanish companies, the transition from a national reporting 

system to an international one, with stringent requirements, resulted in a significant increase in audit fees due to the 

complexity of the work done by auditors and existing workload. 

The measurement of financial performance also presented problems in the corporate governance studies in terms 

of instruments used. Much attention has been paid in the specialty literature to measures such as the return of assets rate 
(ROA), return of equity rate (ROE), increase of sales and economic value added, (EVA), equity prices. Positive 

relationships between GC and the performance of the company measured by ROA, ROE and Tobin Q, were demonstrated 

by Thomas H. Noe (2011) and by Krafft et collab.(2014), with the emerging conclusion being that the corporate governance 

develops and depends from an endogenic point of view on the specific characteristics of the company and its environment.  
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By analyzing previous studies we can carry forward our research hypothesis: 

H1: Corporate governance characteristics such as: the size and independence of the Board of directors, the CEO 

duality, the number of Board meetings, as well as the percentage of shares held by the Board members, the existence of 

consultative committees, of institutional investors and if the compensation received by  the Board members have a 

positive influence on the entity’s financial performance. 

H1: Audit fees are negatively correlated with the entity’s financial performance. 

3. Research methodology and data source 

In conducting our research, we have focused our attention on companies in Romania which apply the principles and 

recommendations of the Corporate Governance Code. We chose 56 companies listed on the Bucharest Stock Exchange, 

from Premium and Standard category, because they make publicly available, factual information and fair financial 

statements, data regarding the administration and management of the company, as well as representative documents 

regarding corporate governance. The collection of information was a challenge for our research, because the financial data, 

those relating to corporate governance and audit were collected manually. The workload was huge, since a number of 14504 
variables were collected (37 variables x 7 years x 56 companies) and over 5500 indicators were calculated. 

In order to collect financial and accounting information, we used the Balance Sheet, the Profit and Loss Statement 

and the Explanatory Notes for each company. So, for the period of analysis comprised between 2009-2011, we used the 

annual financial statements prepared in accordance with the Minister of Finance's Order No. 3055/2009, and for the other 

half 2012-2015, we used the annual financial reports prepared in accordance with IFRS. Information related to corporate 

governance were gathered from the Board' Reports, AGA Decisions, the Auditor's Report and the corporate governance 

statement: ”Comply or Explain”.  

Table 1. The variables used in the analysis model 
Coef Symbol Label Explanation 

β1 CEO_DUAL 
Duality CEO – Chairman of 

the Board 

1 – Chairman of the Board is  the same with CEO 

 0 - Chairman of the Board is not the same with CEO 

β2 DIM_CA The size of the Board the number of Board members 

β3 
 

IND Board independence 
the number of non-executive independent members 

on the Board 

β4 COMM Consultative Committees 
number of specialized committees subordinated the 

Board of Directors 

β5 INT_CA Meetings of Board the number of board members meetings per year  

β6 INV_INSTIT Institutional investors 
the percentage of shares owned by institutional 

investors 

β7 ACT_CA Administrators Shares the percentage of shares held by company directors 

β8 AUDIT_TAX Audit fees the amount of fees paid to auditors 

β9 INDEMNIZ Compensations/incentives 
The amount of remuneration / indemnity paid to 

Board members 

β10 CONF_GC 
Compliance with Code of 

Corporate Governance 

the degree of compliance with the Corporate 

Governance Code calculated as ratio between 

number of principles/recommendation fulfilled, and 

total principles found in the statement ”Comply or 

Explain”  

β11 LEV Financial leverage The ratio of Total Debt and Equity 

β12 RISK_FIN Financial risk 
1- positive reported result: profit 

0- negative reported result: loss 

β13 DIM_FIRM Size of the firm Natural logarithm of turnover 

β14 ANGAJ Employees The average number of employees per year 

IND ROA Return on assets Rate The ratio of net profit and total assets 

 

After collecting relevant data for our study we went on to the next step: data analysis. In order to get relevant 

results and deepen the topic, were created a series of indexes and corresponding scores for each variable, which later helped 

to fill in the multiple regression equation. The data thus obtained were analyzed using the statistical software SPSS. 

In table no.1  we presented the variables used in the empirical study, by highlighting the symbol used in the 

regression model and a brief explanation of the concepts in terms of theory. 
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Through the empirical study we aim to determine the influence factors acting on the return on assets (ROA), which 

is one of the main indicators of an entity’s profitability and of an effective corporate governance. After studying specialty 

literature, we chose a total of 14 independent variables that formed our multiple regression equation, of which the first ten 

variables are characteristics of corporate governance and the last four: financial leverage, financial risk, firm size and 

number of employees are control variables. 

The econometric model in the first formula looks as follows: 

ROA = α + β 1 CEO_DUAL 1i + β 2 DIM_CA 2i  + β 3 IND 3i+ β 4 COMM 4i+ β 5 INT_CA5i + β 6 INV_INSTIT6+  

+β7ACT_CA 7i+ β 8 AUDIT_TAX 8i + β 9 INDEMNIZ 9i+ β 10 CONF_GC10i  + β 11 LEV 11i + β 12 RISK_FIN 12i + 

+β13DIM_FIRM 13i+ β14 ANGAJ 14i + ε 

where α, βi, i = (1;14), represents the parameters of the equation to be estimated, ε is a random variable, that 

increments the effects of uncertain factors, ROA is the outcome variable, and all other indicators are the explanatory 

variables of the proposed model. 

4. Results of the study 

Using the SPSS software, for variables that were included in the multiple linear regression model were calculated 

the indicators of the central tendency, of the shape and of the dispersion. We also presented the average values and standard 

deviations for the variables of the tested multiple linear regression model. In order to test the strength of links between the 

dependent variable ROA and other variables, we built the correlation matrix showing the Pearson correlation coefficients 

and the significance value (Sig) for each and every correlation coefficient.  

As a result of the regression analysis in SPSS using the Backward method, a part of the independent variables that 

have a weak influence on the ROA dependent variable were removed. Thus, out of the 14 independent variables were 

eliminated 9 variables as having little influence on return on assets, namely: AUD_TAX, RISK_FIN, IND, INV_INSTIT, 

ACT_CA, DIM_FIRM.  

 

Table 2. Correlations 

 ROA IND INV_INSTIT ACT_CA AUD_TAX RISK_FIN DIM_FIRM 

Spearman's rho ROA Correlation Coefficient 1,000 ,178
**

 ,140
**

 -,102
*
 ,081 ,334

**
 ,323

**
 

Sig. (2-tailed) . ,001 ,004 ,005 ,001 ,000 ,000 

N 369 369 368 369 369 369 369 

IND Correlation Coefficient ,178
**

 1,000 ,040 -,060 ,010 -,059 ,107
*
 

Sig. (2-tailed) ,001 . ,442 ,247 ,849 ,254 ,040 

N 369 369 368 369 369 369 369 

INV_INSTIT Correlation Coefficient ,140
**

 ,040 1,000 -,044 ,001 ,116
*
 -,101 

Sig. (2-tailed) ,004 ,442 . ,397 ,977 ,026 ,052 

N 368 368 368 368 368 368 368 

ACT_CA Correlation Coefficient -,102
*
 -,060 -,044 1,000 -,277

**
 -,137

**
 -,170

**
 

Sig. (2-tailed) ,005 ,247 ,397 . ,000 ,008 ,001 

N 369 369 368 369 369 369 369 

AUD_TAX Correlation Coefficient ,081 ,010 ,001 -,277
**

 1,000 ,208
**

 ,415
**

 

Sig. (2-tailed) ,001 ,849 ,977 ,000 . ,000 ,000 

N 369 369 368 369 369 369 369 

RISK_FIN Correlation Coefficient ,334
**

 -,059 ,116
*
 -,137

**
 ,208

**
 1,000 ,129

*
 

Sig. (2-tailed) ,000 ,254 ,026 ,008 ,000 . ,013 

N 369 369 368 369 369 369 369 

DIM_FIRM Correlation Coefficient ,323
**

 ,107
*
 -,101 -,170

**
 ,415

**
 ,129

*
 1,000 

Sig. (2-tailed) ,000 ,040 ,052 ,001 ,000 ,013 . 

N 369 369 368 369 369 369 369 

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

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

 

As a result of the elimination of the insignificant independent variables, showing a reduced contribution to the ROE, 

the correlation matrix is presented in table 2.  

There is a direct strong connection between ROA and the financial risk, amounting to 0,334. This shows that we 

have performance when the Reported Result is positive. The same point can be found in relation to the size of the company, 

amounting to 0.323, implying that a company which has a high turnover has a high performance as well. The link between 

ROA and the independence of the Board of directors, of 0.178, reflects the idea that a greater number of independent 

members have a positive impact on the performance. At this stage of the analysis it can be seen that all correlation 
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coefficients between the ROA dependent variable and the independent variables are positive, as the level of significance 

(Sig) is less than 0.005 for each correlation. 

Using the method Backward, the estimated values are as shown in Table 3 

Table 3. Coefficients of the multiple linear regression model for ROA 

Model 

Unstandardized Coefficients Standardized Coefficients 

t Sig. B Std. Error Beta 

 (Constant) -,153 ,029  -5,242 ,000 

IND ,023 ,008 ,138 2,988 ,003 

INV_INSTIT ,002 ,000 ,139 2,881 ,004 

ACT_CA ,001 ,000 -,083 -1,697 ,001 

AUD_TAX -1,873E-9 ,000 -,116 -2,458 ,004 

RISK_FIN ,044 ,005 ,376 8,062 ,000 

DIM_FIRM ,007 ,002 ,239 4,657 ,000 

 

Based on the data presented in Table. 3 (Coefficients) we can determine the estimated equation of the multiple 

linear regression model for ROA: 

ROA = -0,153 + 0,023IND + 0,02INV_INSTIT + 0,01ACT_CA - 1,873E-9 AUDIT_TAX + +0,044RISK_FIN + 

0,07 DIM_FIRM. 

The column labeled „Std. Error” shows the standard errors of the estimations of the coefficients resulting from the 

regression equation. Standard errors measure the statistical reliability of estimates of a parameter, thus the higher the 

standard errors are, the more „statistical noise” there is in estimates. 

Data interpretation   

Therefore, the estimated values of the model consist of α value of -0.153 which means that when the values of all 

independent variables AUD_TAX, RISK_FIN, IND, INV_INSTIT, ACT_CA, DIM_FIRM are zero, the value of the ROA 

dependent variable is of -0,153. The coefficient β3 has the value 0,023 which means that the ROE dependent variable 

increases by 2.30% when IND is 1, meaning that all the Board members are independent and non-executive, with other 

variables being held constant. β6 is positive as well, with a result of 0.02, which means that the dependent variable 

increases by 2% when the number of shares held by institutional investors increases by 1%, and other variables stay 

constant. 

The coefficient β7 is 0,01 which means that the dependent variable increases by 1% when the percentage of shares 

held by the company’s administrators increase by 1%, and the other variables stay constant. β8 has a negative value, of - 
1,873E-9 which means that the dependent variable decreases by 1,873-7 when the fee paid to the audit company increases by 

1%, and the other variables stay constant. β11 is 0,044 which means that the dependent variable increases by 4.40%, when 

the reported result is positive, the other variables stay constant, and β12 = 0,07 which means that the dependent variable 

increases by 1% when the company size increases by 1%, and the other variables stay constant. 

 

Estimation through confidence interval of the parameters 
 

The confidence interval (see table 4) for the parameter α is given by the relation (Jemma, 2012): 

ααα
ˆ2/

.St±
  

 

The confidence intervals for the parameters 
i

β are given by: 

12,11,8,7,6,3,. ˆ2/ =± iSt
i βαβ               (2) 

Table 4 Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. 

95,0% Confidence Interval for B 

B Std. Error Beta Lower Bound Upper Bound 

9 (Constant) -,153 ,029  -5,242 ,000 -,211 -,096 

(1) 
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IND ,023 ,008 ,138 2,988 ,003 ,008 ,039 

INV_INSTIT ,002 ,000 ,139 2,881 ,004 ,001 ,002 

ACT_CA ,001 ,000 -,083 -1,697 ,001 ,004 ,006 

AUD_TAX -1,873E-9 ,000 -,116 -2,458 ,004 -,008 -,010 

RISK_FIN ,044 ,005 ,376 8,062 ,000 ,033 ,054 

DIM_FIRM ,007 ,002 ,239 4,657 ,000 ,004 ,010 

a. Dependent Variable: ROA 

 

With a probability of 95% for the regression equation parameters corresponding the dependent variable ROA we 

have the following confidence intervals: 

α   ∈  (-0,211; -0,096);    β3   
∈  (0,008; 0,039);   β6   

∈  (0,001; 0,002);    β7   
∈  (0,004; 0,006) 

β8   
∈  (-0,008; -0,010);    β11  

∈ (0,033; 0,054);   β12  
∈(0,004; 0,010) 

From Table 4 we noticed that none of confidence interval does not contain a zero value, therefore we can consider 

that all regression coefficients are statistically significant. 

5. The testing of the parameters and the proposed model 

We tested the parameters of the classic regression model for variable ROA using the classic approach: Student t test 

(see table no. 5). 

The development of assumptions: 

Testing ROA in relation to the independent variables starts from the formulation of the following assumptions: 

H0: β1 = 0 This means that ROA is not significantly influenced by independent variables AUD_TAX, 
RISK_FIN, IND, INV_INSTIT, ACT_CA, DIM_FIRM 

H1: β1≠ 0 Means that ROA is significantly influenced by independent variables AUD_TAX, RISK_FIN, IND, 
INV_INSTIT, ACT_CA, DIM_FIRM 

The choice of the test. To test the significance of the regression coefficient β1 using Student statistics, defined by 

the ratio: 

1

ˆ

ˆ
11

βδ

ββ −
=t

 

The theoretical value of the test. From Student column we can read the theoretical value 
5;2/ −ntα = 1,960. 

 

Decision: Comparing tcalc with ttab for each variable, it appears that tcalc > ttab, therefore the null hypothesis is 

rejected, correlation coefficients are significantly different from zero. In conclusion, model can be detained, as correctly 

specified. Similar results are obtained if we analyze the significance of Sig. test and we compare it with the chosen 

materiality threshold . Sig <0.005 for all variables tested, so we take the decision to reject the null hypothesis for all 

parameters, taken each separately. 

 

Hypothesis testing of the regression model 
 

For the multiple linear regression model of the dependent variable ROA, we tested if the following hypothesis are 

fulfilled: the normality of errors assumption, homoscedasticy hypothesis, the lack of colinearity of the independent variables 

and the lack of autocorrelation of errors. 

Table 5. Testing the parameters of the regression model 

 

Test Value = 0 

t df 

Sig. (2-

tailed) Mean Difference 

95% Confidence Interval of the Difference 

Lower Upper 

IND 18,220 368 ,000 ,292960381984772 ,261342465382071 ,324578298587474 

INV_INSTIT 14,266 367 ,000 20,20255 17,4177 22,9874 

ACT_CA 10,549 368 ,000 10,7728618 8,764711 12,781013 

AUD_TAX 2,990 368 ,003 493320,956520487960000 168838,88340882584000 817803,02963215010000 

RISK_FIN 30,622 368 ,000 ,7182 ,672 ,764 

DIM_FIRM 204,806 368 ,000 18,555276761489154 18,377119371843683 18,733434151134624 

(3) 
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a. Testing the mean of errors 

Using Student t-test  we have verified that the average errors is equal to zero or not (see table 6). 

Table 6. Testing the normality of errors 

 

Test Value = 0 

t df 

Sig. (2-

tailed) Mean Difference 

95% Confidence Interval of the Difference 

Lower Upper 

Unstandardized residual ,001 362 ,967 -,00010682 -,0051787 ,0049651 

 

Testing the hypothesis M (ε) = 0 where the average errors is different from zero, is made using Student t test. 

According to the results in Table 6, the calculated value of t test is low (equal to 0.001), the significance test (Sig t = 0,967) 
is greater than α = 0.05. As a result, we can take the decision to accept the null hypothesis, and the assumption that the 

average of errors is not significantly different from 0. 

b. Testing the hypothesis about the normality of errors ε  ~ N(0, σ
2
) 

In the content of the empirical study we have conducted the testing of the hypothesis about the normality of errors 

using the Kolmogorov-Smirnov test (see table no. 7), the diagram P-P-Plot (see figure 1) and histogram (see figure 2). 
Table 7. One-Sample Kolmogorov-Smirnov Test 

 Unstandardized Residual 

N 363 

Normal Parameters
a,b

 Mean -,0001068 

Std. Deviation ,04913833 

Most Extreme Differences Absolute ,064 

Positive ,033 

Negative -,064 

Kolmogorov-Smirnov Z 1,132 

Asymp. Sig. (2-tailed) ,754 
a. Test distribution is Normal. 

b. Calculated from data. 

We can notice from the table that the maximum difference absolute value calculated has a 0.064, much lower than 

the reading of the table respectively 0.375, corresponding to a volume N = 363 and admitted risk of 0.05. Therefore we 

admit the hypothesis of the normal distribution errors. Because Sig. (2-tailed) has a value of 0.754> 0.05, we can confirm 

this hypothesis. 

Normal distribution of errors also can be seen in figures no.1 and 2. 

 

PP plot diagram compares the repartition function of distribution of an empirical a variable and the distribution 

function of a specified theoretical distributions (in our case, the normal distribution function of errors). Analyzing our chart, 

we can say that we have a normal distribution of errors because the line folds largely representative of the reference line, 

which means that the assumptions of normality are not contradicted. 
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Figure 1.  PP Plot for the errors of the regression model ROA 

The histogram shown above allows us to see "at a glance" how are distributed statistical events analysis. We can 

notice that the problem described in most statistical events are crowded around 0, thus reinforcing the idea stated above, 

namely: the hypothesis of normality are not contradicted. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. The histogram of errors for the regression model ROA 

c. Testing the homoscedasticy hypothesis  

 

Homoscedasticy hypothesis implies that the variance of errors must be constant. From table 8 we can notice  with 

95% confidence that the value of the residual variable mean is between -0.0054275 and 0.0049520. 

 

 

 

 

 

27



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series, Issue 5/2016 

 

„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344 – 3685/ISSN-L 1844 - 7007 

 

Table 8. The residual variable mean - Descriptive Statistics 

 Statistic Std. Error 

Bootstrap
a
 

Bias Std. Error 

95% Confidence Interval 

Lower Upper 

Unstandardized Residual N 363  0 0 363 363 

Range ,33003      

Minimum -,17518      

Maximum ,15484      

Mean -,0001068 ,00257909 ,0000159 ,0026690 -,0054275 ,0049520 

Std. Deviation ,04913833  -,00004599 ,00223378 ,04494183 ,05374644 

Variance ,002  ,000 ,000 ,002 ,003 

Skewness -,238 ,128 ,004 ,177 -,569 ,111 

Kurtosis 1,088 ,255 -,031 ,335 ,435 1,739 

Valid N (listwise) N 363  0 0 363 363 

a. Unless otherwise noted, bootstrap results are based on 1000 bootstrap samples 

d. Testing the hypothesis of lack of correlation between of errors 

To test the hypothesis of non-correlated errors we used the Runs test. It is based on the idea that residual values of 

the variable are constitute in sequences or sets of positive or negative values called runs, which succeed in a certain order or 

randomly. The idea of this test is that in the absence of autocorrelation errors succession of these sets (runs, denoted k) is 

random or number is normally distributed mismatch of errors. The basic assumption of this test is that in the absence of 

autocorrelation of errors, the succession of these sets (runs, denoted k) is random or number is normally distributed. 

Table 9. Runs Test 1 

 Unstandardized Residual 

Test Value
a
 -,00262 

Cases < Test Value 181 

Cases >= Test Value 182 

Total Cases 363 

Number of Runs 123 

Z -6,254 

Asymp. Sig. (2-tailed) ,000 

Monte Carlo Sig. (2-tailed) Sig. ,000
b
 

99% Confidence Interval Lower Bound ,000 

Upper Bound ,739 

a. Median 

b. Based on 10000 sampled tables with starting seed 2000000. 

 
Table 10. Runs Test 2 

 Unstandardized Residual 

Test Value
a
 -,0001068 

Cases < Test Value 190 

Cases >= Test Value 173 

Total Cases 363 

Number of Runs 119 

Z -6,648 

Asymp. Sig. (2-tailed) ,000 

Monte Carlo Sig. (2-tailed) Sig. ,000
b
 

99% Confidence Interval Lower Bound ,000 

Upper Bound ,720 

a. Mean 

b. Based on 10000 sampled tables with starting seed 2000000. 

 
Table 11.Runs Test 3 
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 Unstandardized Residual 

Test Value
a
 ,15484

b
 

Cases < Test Value 362 

Cases >= Test Value 1 

Total Cases 363 

Number of Runs 3 

Z ,074 

Asymp. Sig. (2-tailed) ,941 

Monte Carlo Sig. (2-tailed) Sig. 1,000
c
 

99% Confidence Interval  Lower Bound 1,000 

Upper Bound 1,000 

a. Mode 

b. There are multiple modes. The mode with the largest data value is used. 

c. Based on 10000 sampled tables with starting seed 2000000. 

 

From the tables 9-11 we can notice that test meanings are: 0.739,  0.720 and 1.000. These values are higher than the 

materiality threshold of 0.05 therefore the errors are not auto correlated. 

 
e. Testing the hypothesis about the lack of collinearity between independent variables  

In the empirical study we tested the hypothesis of non-collinearity between independent variables, using Condition 

Index. In the table 12 we can observe that the indicator Condition Index has values <10. So, in conclusion, between 

independent variables: independence of the Board, percentage of institutional investors, shares held by Board members, 

audit fees, financial risk and firm size ( model of multiple linear regression for ROA) there is no collinearity.  

Table 12. Colinearity Diagnostics 
Model Dimension Eigenvalue Condition Index 

9 1 4,010 1,000 

2 ,997 2,005 

3 ,806 2,231 

4 ,568 2,658 

5 ,442 3,012 

6 ,174 4,796 

7 ,004 5,714 

a. Dependent Variable: ROA 

 

We chose to validate our model through a important number tests to prove its truthfulness. 

First we want to highlight the implications of variable,, independent board members "on performance. From the 

empirical analysis we can observe the significant impact on ROA  from the independent variable, therefore, a large number 
of non-executive and independent directors from the board, increases the performance. 

We also got a strong correlation between the percentage relationship INV_INSTIT and ROA. Thus, a company 
owned by a high proportion of institutional investors (investment companies, banks, pension funds, insurance companies, 

hedge funds, private equity funds, ETFs and sovereign funds) are  safer and also have a  high performance. A similar 

relationship is the one between ACT_CA and ROA. We have demonstrated through this study that those companies where 
managers hold shares, will get a higher performance as the interest of directors is bigger  for the company to make a 

profit because they will receive dividends. 

About the variable,, audit fees "and ROA we can observe a negative correlation. The explication is: audit fees 

increase when the company is underperforming. This fact suppose a higher volume of work for the auditors and requires 

more time for financial and accounting analysis. 

Control variables are viable and strengthen the hypothesis formulated. 

In conclusion, the working hypotheses regarding multiple linear regression model for ROA have been validated, 
the model is correct and can be used. As we expected, the independent variables correctly explains the evolution of the 

performance (ROA). 

 

 

 

29



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series, Issue 5/2016 

 

„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344 – 3685/ISSN-L 1844 - 7007 

 

6. Conclusions 

Following the legislative changes going on in our country, referring here to the mandatory reporting according to 

International Financial Reporting Standards, the amendment of the Code of Corporate Governance, the amendment of the 

Capital Market Law, the change of the BSE code by creating a new segmentation of regulated market, the companies listed 

on the Bucharest Stock Exchange went through many changes. Through our research, we highlighted the impact that the GC 

features had on the financial performance before and after the occurrence of the above mentioned changes. 

Given the results obtained on this topic in specialized literature, we built two research hypotheses, and an 

econometric. The data needed for the empirical analysis were taken from the official websites of the companies considered, 

as well as the annual reports published on the BVB website. The chosen sample is representative, consisting of 56 leading 

companies listed on stock exchanges in 2009-2015. Data collected were processed with the SPSS software, using the 

Backward method. 

After the empirical testing, the hypotheses considered in the theoretical section were accepted. Thus, it was 

demonstrated that there is a close correlation between the characteristics of GC: the independence of Board members, the 

presence of institutional investors and holding of shares by the members of the Board and financial performance. The second 

hypothesis was also validated, the econometric model demonstrating that high taxes paid to financial auditors are due to a 

higher volume of jobs induced by a weaker performance. 

In conclusion, we can say with confidence that the study contributes to the understanding of the relationship 

between the corporate governance and the financial performance by examining and testing an important number of variables. 

This research motivates us to conduct further research and to launch new lines of GC analysis concerning the performance 

defined in relation to other economic and financial indicators. 
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