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ABSTRACT

The purpose of this study is to look into the relationship between corporate
governance and firm financial performance in Libyan public listed companies. All the
data was collected using questionnaires and also secondary data gathered through use of
annual reports for public listed companies in Libya from the Central Bank of Libya. A
total of 250 questionnaires were distributes to most of the public listed companies. The
correlation analysis was looked into for determining the relationship of different variables
that were used in this study which are ownership, responsibility of board and
management, shareholders and stakeholders, and disclosure and auditing. Even though
the questionnaires that were submitted were only 144 it was concluded that there is no
significant relationship between corporate governance and firm financial performance
considering the variables used. The lack of adequate time to complete a full analysis of
the findings and data gathered may also have contributed to the results of this study. Also
getting the questionnaires back from different respondent was hard although enough
questions were made available to carry out the study. Since the study focuses on use of
Likert scale, correlation analysis, and regression analysis used to determine the
significant of the variables used, the major contribution of this study was to compare if
there is relationship between corporate governance and firm financial performance in
Libyan public listed companies. This will help to determine the influence of corporate
governance in public listed companies operating in Libya. This study looked at the
corporate governance and firm financial performance for public listed companies in

Libya.



Declaration

TABLE OF CONTENTS

Permission te Use

Acknowledgement

Abstract

Table of Contents

List of Tables

List of Figure

List of Abbreviations

CHAPTER1 INTRODUCTION
1.0 Introduction

1.1 Background of the Study
1.2 Problem Statement

1.3 Research questions

14 Research Objectives

1.6 Research Significances
1.7 Definition of Terms

1.8 Organization of the Study

Page

i
iii

iv

viii

ix

~I N L b W=



CHAPTER 2

2.0
2.1
2.1.1
2.1.2
2.13
2.1.4
2.14.1
2.14.2
2.143
2.144
2.2
2.3
24

CHAPTER 3

3.0

3.1

32
3.3.0
3.3.1

34
3.4.1
342
343
3.4.4

3.5

3.6

3.7
3.7.1
3.7.2
373

3.8
3.8.1
3.8.2

3.8.2.1
3.8.22
3.9
3.10

LITERATURE REVIEW

Introduction

Overview of Corporate Governance

History of corporate Governance in Libya

Principles of Corporate Governance

Corporate governance Practices in Libyan Public Listed Companies
Firm Financial performance

Ownership

Responsibility of Board of Directors

Shareholders and Stakeholders

Disclosure and Auditing

Relation of Corporate Governance and Firm Financial
Performance

Corporate Governance Impact on Firm Financial Performance
Chapter Summary

RESEARCH DESIGN AND METHODOLOGY
Introduction
Research Framework
Hypotheses
Firm Financial Performance
Firm Valuation
Corporate Governance
Ownership
Responsibility of Board and Management
Shareholders and Stakeholders
Disclosure and Auditing
Research Methodology
Research Design
Sample and Data Collection
Research Sample
Data Collection Procedure
Research Instruments
Measurement of Variables
Independent variables
Dependent variables
Firm Financial Performance
Firm Valuation
Model Specification and Analysis
Chapter Summary

vi

10
10
13
14
15
16
16

17
19
19

25
26
26
26
26
28
28
29
30
3]
31
32
32
32
33
33
34
34
35
35
35
35
36



CHAPTER 4 RESEARCH FINDINGS AND DATA ANALYSIS

4.0
4.1
4.2
4.3
4.4
4.5
4.5.1
4.6
4.7
4.8

CHAPTER 5 CONCLUSION, LIMITATIONS AND FUTURE RESEARCH

Introduction

Response

Descriptive Statistics

Correlation Analysis

Assumption of Multiple Regressions
Regression Analysis

Multivariate Analysis

Relation Between CG and FFP
Hypothesis test

Chapter Summary

5.1 Introduction
52 Discussion and Summary of Research
53 Limitations and Future Research

5.3.1 Limitations of the Study

53.2 Suggestions for Future Researches
5.4 Chapter Summary
REFERENCES

Appendix A: Questionnaire
Appendix B: Tables

vil

37
37
37
39
40
41
41
43
44
45

46
46
48
48
49
50

51

57
62



Table

2.1

4.1

4.2

4.3

4.4

4.5

4.6

4-7

LIST OF TABLES

Title of Tables

Summaries of Main Articles Used in the Study
Summary of Responses Rate

Summary of Descriptive Statistics

Correlation Analysis

Variance Inflation Factor

ANOVA(b) Results of The Model Summary
Table Model Summary (b)

The Coefficients (a)of Multiple Regression Analysis

viii

Page

20
37
38
39
41
42
42

43



LIST OF FIGURE

Figure No. Title of Figure Page

3.1 Theoretical Framework 26



Abb.

CG
LSE
LCB
GPTC
GPTITC
OPEC
ROA
ROE
ROI
FFP
SH

BM
ow
CEO
DEA
OECD
FP

LIST OF ABBREVIATION

Full Lists

Corporate Governance

Libyan Stock Exchange

Libyan Central Bank

General Post and Telecommunication Company

General Post Telecommunication and Information Technology Company
Organization of the Petroleum Exporting Countries
Return on Assets

Return on Equity

Return on Investment

Firm Financial Performance
Shareholders
Board and Management

Ownership

Chief executive officer

Data Envelopment Analysis

Organization for Economic Cooperation and Development
Firm performance (ROA)

United Nation



CHAPTER ONE

INTRODUCTION
1.0 Introduction

Corporate governance and financial performance looks into the regulatory authority and the
distribution of rights among the board of directors, shareholders, and other stakeholders where
business affairs are managed towards prosperity and corporate accountability (Zmokhol 2005).
The main goal of corporate governance is making sure that organiiations such as public banks
and oil companies operating in Libya are financially viable and looking into the going concern of

the company.

Good corporate governance is the key to the integrity of corporations, financial institutions, and
markets as well as being the central health of Libyan economy and its stability (Rogers, 2008).
The financial performance of Libyan listed companies can be considerably influenced by the
firm financial performance imposing certain rules and regulations to the corporate governance
practices. The international financial landscape is changing rapidly, economies and financial
systems are undergoing traumatic years, globalization and technology are also continuing to
spread, financial arenas are becoming more open, new products and services are being invented
and marketed and regulators everywhere are scrambling to assess the changes and master the
turbulence (Rogers, 2008). According to Rogers (2008), the importance of governance in
developing countries is to strengthen the foundation of society and chip into the global economy
where sustainability will be looked into for the success of a company. This also seems to be the
same strategy that Libya is adopting when it comes to corporate governance and accessing the

financial performance of public listed companies.
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