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Analyzing the relationship between the internal
governance mechanisms and the agency costs

Abstract

The study aims to analyze the relationship between internal
governance mechanisms (board size, board independence, audit
committee, and CEO duality) and agency costs in Egyptian
joint-stock companies. The researcher adopted a quantitative
methodology using questionnaires to collect data from a sample
comprising board members and executives in non-financial
Egyptian joint-stock companies. Data were analyzed using
statistical programs such as Excel and SPSS to test the
hypotheses. The results showed a positive impact of board size,
board independence, and the audit committee in reducing
agency costs, while CEO duality had a moderate impact on cost
reduction. Additionally, the study indicated that the personal
and professional characteristics of the participants do not
significantly affect the relationship between the studied
mechanisms and agency costs. The study recommends
enhancing internal governance mechanisms to improve
interaction between board members and stakeholders,
increasing performance efficiency by separating leadership
roles, providing specialized training programs, improving
internal auditing and grievance handling, and adhering to
international standards to ensure transparency and reduce legal
and administrative costs.

Keywords: Internal governance mechanisms, agency costs.
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