
Mihail, Bogdan Aurelian; Dumitrescu, Dalina; Serban, Daniela; Micu, Carmen
Daniela; Lobda, Adriana

Article

The role of investor relations and good corporate
governance on firm performance in the case of the
companies listed on the Bucharest Stock Exchange

Journal of Risk and Financial Management

Provided in Cooperation with:
MDPI – Multidisciplinary Digital Publishing Institute, Basel

Suggested Citation: Mihail, Bogdan Aurelian; Dumitrescu, Dalina; Serban, Daniela; Micu, Carmen
Daniela; Lobda, Adriana (2021) : The role of investor relations and good corporate governance on
firm performance in the case of the companies listed on the Bucharest Stock Exchange, Journal of
Risk and Financial Management, ISSN 1911-8074, MDPI, Basel, Vol. 14, Iss. 12, pp. 1-12,
https://doi.org/10.3390/jrfm14120569

This Version is available at:
https://hdl.handle.net/10419/258672

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

  https://creativecommons.org/licenses/by/4.0/

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.3390/jrfm14120569%0A
https://hdl.handle.net/10419/258672
https://creativecommons.org/licenses/by/4.0/
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


Journal of

Risk and Financial
Management

Article

The Role of Investor Relations and Good Corporate Governance
on Firm Performance in the Case of the Companies Listed on
the Bucharest Stock Exchange

Bogdan Aurelian Mihail 1,*, Dalina Dumitrescu 2, Daniela Serban 1, Carmen Daniela Micu 3 and Adriana Lobda 3

����������
�������

Citation: Mihail, Bogdan Aurelian,

Dalina Dumitrescu, Daniela Serban,

Carmen Daniela Micu, and Adriana

Lobda. 2021. The Role of Investor

Relations and Good Corporate

Governance on Firm Performance in

the Case of the Companies Listed on

the Bucharest Stock Exchange. Journal

of Risk and Financial Management 14:

569. https://doi.org/10.3390/

jrfm14120569

Academic Editor: Khaled Hussainey

Received: 28 October 2021

Accepted: 19 November 2021

Published: 24 November 2021

Publisher’s Note: MDPI stays neutral

with regard to jurisdictional claims in

published maps and institutional affil-

iations.

Copyright: © 2021 by the authors.

Licensee MDPI, Basel, Switzerland.

This article is an open access article

distributed under the terms and

conditions of the Creative Commons

Attribution (CC BY) license (https://

creativecommons.org/licenses/by/

4.0/).

1 Doctoral School of Finance, Bucharest University of Economic Studies, 6 Piata Romana,
010374 Bucharest, Romania; daniela.serban@gmx.com

2 Department of Finance, Bucharest University of Economic Studies, 6 Piata Romana,
010374 Bucharest, Romania; dalina.dumitrescu@fin.ase.ro

3 Department of Masters in Board Practice and Directorship, Henley Business School, University of Reading,
Greenlands Campus, Henley-on Thames, Oxfordshire RG9 3AU, UK; carmen.micu@envisia.eu (C.D.M.);
adriana.lobda@envisia.eu (A.L.)

* Correspondence: bog.mihail@gmail.com

Abstract: The objective of this paper is to investigate the role of Investor Relations (IR) in the
performance of companies listed on the Bucharest Stock Exchange. The study is motivated by the
findings in the literature that investor relations may boost information disclosure, analyst following,
institutional investor share, liquidity, and business valuation. The current article contributes to the
relevant literature by making use of the recently released unique database of VEKTOR scores on
company investor relations for 2019 and 2020. The main finding based on regression methodology
shows that IR scores have a strong positive relationship with firm performance. Specifically, a one
standard deviation rise in the IR score corresponds to a 2.6% rise in company ROA. Companies may
be advised to strengthen their investor relations based on these findings about the beneficial role of
investor relations.

Keywords: corporate governance; investor relations; firm performance; Bucharest Stock Exchange;
Romania

1. Introduction

Investor Relations (IR) is a relatively new area of corporate governance that tries to
improve the transparency and accountability of companies and strengthen their visibility
and attractiveness for investors (Craven and Marston 1997; Marston and Stracker 2001;
McCahery et al. 2013; Crifo et al. 2019). According to Bushee and Miller (2012), “institu-
tional investors and security analysts tend to neglect firms that lack visibility-enhancing
characteristics, such as large size, high liquidity, and prominent exchange listing” (p. 868).
Hence, it seems that firms’ size and other leading indicators can be the main factors attract-
ing large investors in stock markets, thereby creating a size premium in the stock markets.
The authors note that IR can play an important role in addressing this problem in terms of
providing voluntary disclosure of additional information and providing access points for
the investors. Bushee and Miller (2012) note that while voluntary disclosure of information
can help, there can still be a size premium in the sense that less visible and smaller firms
can face challenges in attracting investor attention and funds. It is very important for any
publicly traded company to communicate with its investors in an efficient and transparent
way, using an investor relations department that is actively involved in the coordination of
the meetings and conferences with shareholders and press and ultimately has the responsi-
bility for timely release of financial information or any other information that may be of
interest for shareholders or other stakeholders. Then, the benefits of IR and whether these
benefits differ across firms stand out as an important research question.
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The present study aims to examine the above research questions for the companies
listed on the Bucharest Stock Exchange (BVB). Specifically, the study documents differ-
ent board characteristics of the companies, examines their corporate governance scores,
including IR dimensions, and looks at the relationship of both board characteristics and
IR scores with the financial performance indicators. In this way, it aims to see if the IR
practices can be an important corporate governance strategy for the companies listed on
BVB. The relevant literature on IR is relatively new and scarce compared to other dimen-
sions of corporate governance. This is very evident in the case of the companies listed on
the Bucharest Stock Exchange. There are only a few studies that examine the IR issues
for public companies in Romania, and they try to measure IR using different indicators
(Popa et al. 2008; Achim and Borlea 2014; Achim et al. 2016). This lack of a consistent
and comprehensive IR indicator becomes a major shortcoming of the existing literature.
The present paper overcomes this shortcoming by using a newly generated institutional
indicator called VEKTOR. As discussed in the data and methodology section, this indicator
documents various dimensions of IR for the companies listed on the BVB in a consistent
way. The VEKTOR indicator has been released only since 2019 and the 2019–2020 period
is used for research in the present paper. Hence, the current study has an important data
advantage over the existing studies. Then, using the dataset, it examines the effects of IR
on the financial performance indicators of public companies in Romania and contributes to
this literature by expanding the empirical evidence set in the case of the companies listed
on the BVB. The findings indicate that higher IR positively affects the performance indi-
cator of return on assets (ROA). Specifically, a one standard deviation rise in the IR score
corresponds to a 2.6% rise in company ROA. This finding also has important consequences
for policymakers and managers. Namely, it implies that increasing the IR requirements
can be part of the best-practice corporate governance measures and executives can use IR
measures to improve financial performance and investor attention.

The paper is structured as follows. The Section 2 provides a short literature review on
the topic. Then, the Section 3 describes the details of the data and research methods used in
the analysis. The empirical findings are presented in the Section 4. The Section 5 concludes
the paper.

2. Literature Review

Corporate governance is a broad term that includes many dimensions and charac-
teristics like boards, committees, executive pay, shareholder rights, and corporate social
responsibility (Becht et al. 2003; Bebchuk et al. 2009; Larker and Tayan 2015; Solomon 2020).
There are many studies that provide both theoretical discussions and empirical findings on
these dimensions of corporate governance. In this context, a relatively new topic is Investor
Relations (IR). In an early study, Brennan and Tamarowski (2000) examine the causal role
of IR. The authors argue for the presence of a causal mechanism running from IR activities
to the number of analysts following the relevant stock, then from the number of analysts
to the liquidity of firm shares, and finally from liquidity to the cost of capital or financial
performance of the company. In order to display the relevance of this causal chain, the
authors use the existing evidence in the literature and also conduct their empirical analysis.
They find supportive evidence for all three chains of the causal mechanism and conclude
that “a firm can reduce its cost of capital and increase its stock price through more effective
investor relations activities, which reduce the cost of information to the market and to
investment analysts in particular” (Brennan and Tamarowski 2000, p. 26). While this study
displays possible causal effects of IR, one issue in the relevant literature is the measurement
of IR in a comparable way across firms. Agarwal et al. (2008) overcome this issue by using
“The Annual Investor Relations Magazine Investor Relations Awards from 2000 to 2002”
as a proxy for the quality of IR in companies. The authors show that being nominated by
this award is associated with superior abnormal returns, higher analyst following, and
higher liquidity in the following periods. In a similar study, Chang et al. (2008) examine
the internet activities of companies to determine the quality of their IR practices. After
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developing relevant metrics, the authors find that firms that provide higher quality infor-
mation via IR activities are generally larger, they have higher levels of analyst or trader
following, and a larger share of institutional investors. Overall, these studies show that
IR can be important to improve the visibility, liquidity, and performance of companies in
the stock markets. However, these studies also show that larger firms benefit highly from
these activities, indicating the presence of a size premium in IR.

Bushee and Miller (2012) focus on the size premium in IR practices. The authors note
that for small and less visible firms, it might not be possible to have high benefits from IR
even if these firms enhance the quality and transparency of information disclosures. To see
this possible effect of firm size on the effects of IR, the authors examine the case of 210 small
and mid-cap companies. In terms of the relevant policy change, the authors examine the
hiring of IR firms by the stock market companies. The authors find that this specific policy
was effective in terms of analyst following, a higher share of institutional investors, and
higher valuation. Similar results are obtained in more recent papers as well. For example,
Kirk and Vincent (2014) examine the case of publicly traded companies and show that
“companies initiating internal professional IR experience increases in disclosure, analyst
following, institutional investor ownership, liquidity, and market valuation relative to a
matched sample of control firms” (p. 1421). In another recent paper, Chapman et al. (2019)
show the beneficial effects of having an in-house IR officer by helping efficient information
sharing with market players.

Xiao et al. (2007) is a relevant study that examines the role of IR in the case of Chinese
companies. The authors look at the possible associates of the IR index developed academ-
ically and find that IR intensity is positively related to the outside ownership share, the
separation of the CEO and chairperson positions, and firm size. Rodrigues and Galdi (2017)
examine the case of Brazilian companies in terms of whether IR activities reduce informa-
tion asymmetries between firms and investors. The authors conduct regression analysis
using the collected IR information from the annual reports and find that more effective
IR is associated with lower bid-ask spreads. Hence, this study displays the importance
of IR in terms of addressing market inefficiencies. This point is stated by Laskin (2021)
as follows: “Efficient markets require information in order to function properly” (p. 3).
Overall, this growing literature shows various benefits of investor relations for publicly
traded companies.

In addition to the above studies that mainly focus on developed stock markets, there
are also some studies that look at the effects of investor relations in the context of corporate
governance in Romania. In a relatively early study, Popa et al. (2008) look at the possible
effects of the internet-based IR activities of companies in the BVB. Specifically, the authors
examine the internet disclosures for investors and construct an IR score based on these
disclosures. They find that out of 87 firms in the stock market, 72 had an active website as
of 2007. Among these, 45% use the internet as an alternative publication media, 27% use it
for investor communication, and 19% exploit internet features extensively for IR purposes.
Based on these numbers, the authors argue that the companies listed on the BVB do not
utilize internet-based IR strategies extensively or effectively. Achim and Borlea (2014) is a
more recent study in this context. The authors examine the quality of corporate governance
in the BVB and include IR as a dimension of this analysis. For the IR dimension, the
authors collect information by using a short questionnaire with 10 questions, including
the presence of an IR officer/unit or active communication with investors. Then, using the
relevant scores, the authors rank the sectors for the companies listed on the BVB in terms
of the quality of corporate governance practices. While these two studies provide valuable
information on the IR conditions for the companies listed on the BVB, they do not look at
the effects of IR strategies on any firm indicators like performance evaluation.

Achim et al. (2016) extend the above studies by looking at the effects of the corporate
governance scores, including the IR dimension, on various strategies and outcomes like
the “Comply or Explain Statement”, corporate social responsibility, financial performance,
turnover growth rate, liquidity, leverage, and investment propensity. Except in the case
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of effects on corporate social responsibility, the authors look at the impact of the overall
corporate governance score, not the specific dimensions like the IR score. Regarding the
effects on financial performance, their results indicate positive effects on the return on
assets (ROA), but not on the returns on equity (ROE). Hence, this study is very relevant
for the present paper; however, it does not focus on the IR dimension separately. In a
recent study, Ioniţă (2020) conducts a qualitative analysis of the relationship between IR
and the sustainable growth of public companies in Romania. The author argues that IR
would positively affect the economic performance and the VEKTOR dataset can be used to
measure the IR intensity of companies, whereas the paper does not conduct any quantitative
analysis. In another recent paper, Hategan et al. (2020) show that the BVB companies
actively used public reports to communicate about the consequences of the recent pandemic
on their businesses. Hence, IR can also be used to improve the communication strategy of
public companies in response to public health developments.

The present paper contributes to this literature by looking at the general effect of
the corporate governance score, as well as the separate effect of the IR score. Overall,
these findings on the IR practices of companies listed on the BVB show that companies
in Romania were not very active in terms of IR and the relevant strategies were not very
effective on the firm performance indicators. Then, these findings stay in contrast to the
findings in advanced countries which show significant benefits of IR. Hence, there is a need
to examine this research question with more recent data and use more detailed quantitative
methods. The present paper fills these research gaps using recent and detailed data on the
IR scores, board characteristics, and firm performances of companies at the BVB. Based on
these discussions, the main research hypothesis is given as follows:

Hypothesis 1 (H1). Active IR measures, measured by higher IR scores, are associated with the
better financial performance of companies in the BVB.

3. Data and Research Methods
3.1. Sample Selection and Variable Description

In order to examine the research question regarding the relationship between IR, board
characteristics, and firm performance, detailed data are collected on these dimensions for
the companies listed on the BVB. For the board and firm characteristics, the relevant
variables are collected from the year ending annual reports of 70 companies for 2019 and
2020. These variables include the firm-specific variables of firm size (measured as the
total revenue), return on equity (ROE), return on assets (ROA), Tobin’s Q (market value
as a ratio to total assets), and various board characteristics, including the board size, the
shares of non-executive, independent, and women board members, the duality of the CEO
and chairperson positions, and whether CEO is a woman. These variables and their short
descriptions are presented in Table 1.

The discussions in the literature review showed that the main challenge in the
IR studies within corporate governance literature can arise from the difficulty of get-
ting comparable IR measures across firms. Some papers like Popa et al. (2008) and
Achim and Borlea (2014) try to overcome this challenge by producing their IR scores. How-
ever, the limited comparability of these measures across years and different papers becomes
a shortcoming. For the present paper, an important development on this dimension has
been the publication of corporate governance and IR scores for the companies at the BVB by
the Romanian Investor Relations Association (ARIR 2020). These scores are produced for
the first time for 2019 and then repeated for 2020. The relevant dataset is called VEKTOR
and includes scores on 15 dimensions of corporate governance and investor relations.
The relevant dimensions of VEKTOR overlap closely between 2019 and 2020, while there
are some changes in the content and grouping of questions. Then, the availability of the
VEKTOR dataset determines the sample period as 2019 and 2020. As this index is repeated
in the following years, future research can be conducted with larger datasets as well.
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Table 1. Description of Firm and Board-Specific Variables.

Variable Definition

Return on Equity Net Profits as a ratio to Shareholder Equity
Return on Assets Net Profits as a ratio to Total Assets

Tobin’s Q Market Value as a ratio to Total Asset
Firm size The Total Turnover or Total Revenue

Board size The number of members on the Board
Non-executive Share The number of Non-executive Members as a ratio to Board size
Independent Share The number of Independent Members as a ratio to Board size

Women Share The number of Women members as a ratio to Board size

CEO Duality Takes a value of 1 if the CEO has the dual duty of CEO and
Chairperson

CEO Women Takes a value of 1 if Women CEO

In contrast to the other studies on Romania, the use of the recent VEKTOR scores
for the IR relations, which are comparable across firms and cover many dimensions of IR,
is a major contribution of the present paper. The details of this indicator are presented
in Table 2. Overall, these dimensions can be considered as the best practices regarding
investor relations, and having high scores on them would be supportive of the good IR
strategies. The Code of Governance adopted by the BVB also makes recommendations on
the effective use of investor relations (BVB 2015).

Table 2. Dimensions of Investor Relations measured by the VECTOR 2019 Dataset.

Category Items

A. Investor Relations Office
Governance 1. Dedicated IR Contact Person/Team

2. IR Contact Details
B. Corporate Governance

Disclosures 3. Corporate Governance Section

4. Board of Directors and Management Disclosure
5. Key Policy

C. Engaging IR Approach 6. Financial Results Conference Calls
7. Investor Presentation

8. Financial Results Press Releases
9. Investor Conferences

D. Interactive IR Tools 10. Historical Financial Results in an Easy to Process Format
11. Conference Call Replay/Transcript

12. Stock Price Information
13. Use of Social Media or Other Channels for IR News

E. Analyst Coverage 14. List of Covering Analysts
F. Non-financial Reporting 15. Non-Financial Reporting

3.2. Econometric Specification

Regression methods are used commonly to examine the possible causal relationship
of different board and firm characteristics on the financial performance of companies. For
example, in the case of Romania, the paper by Achim et al. (2016) constructs scores of
corporate governance quality, including investor relations, and then examines their effects
on the firm performance indicators of ROE, ROA, and Tobin’s Q using multiple regression
approach. The present paper also follows a similar strategy and estimates the following
regression model:

ROAit = β0 + β1VEKTOR Score f or Investor Relationsit + β2Firm Sizeit + β3BoardSizeit + β4Controlsit + εit (1)

In the regression model, i refers to the companies and t refers to years 2019 or 2020. In
terms of the dependent variable, the return on assets (ROA) is chosen as the relevant firm
performance indicator. Achim et al. (2016) use different performance indicators and find
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that there is a statistically significant effect of the corporate governance score on the ROA
measure. Hence, this study also follows a similar approach, while the results for the other
performance measures of ROE and Tobin’s Q are also estimated for robustness purposes.

4. Findings
4.1. Summary Statistics and Correlation Analysis

This part presents the results of the summary statistics and the correlation analysis
between the board characteristics, IR scores, and firm performance variables. In this context,
Table 3 presents the summary statistics of the firm and board-specific factors, while Table 4
presents the summary statistics of the VEKTOR scores on the investor relations. It is seen
that the mean ROA is 2.5%, with a standard deviation of 8.6%. In the case of ROE, the mean
is estimated as 6.6%, with a standard deviation of 16.2%. The board size in the sample
ranges from 1 to 11, with an average size of 5. The share of independent board members is
38%, while the share of non-executive board members is 68%. In addition, the women’s
share on the boards is estimated at 20%. As a relevant statistic, Table 3 also shows that 11%
of the CEOs in the sample are women. Lastly, 30% of the CEOs also hold the dual position
of chairperson.

Table 3. Summary Statistics of Firm and Board-Specific Variables.

Variable Obs Mean Std.Dev. Min Max

ROA 126 2.515 8.631 −44.49 36.01
ROE 134 6.57 16.155 −52.8 76.91

Tobin’s Q 119 0.677 0.664 0 3.94
Ln Size 127 18.266 2.087 12.37 23.41

Board Size 138 4.971 1.734 1 11
Independent Share 118 38.423 30.505 0 100

Non-executive Share 138 67.585 29.666 0 100
Women Share 136 20.466 23.192 0 100
CEO_duality 128 0.297 0.459 0 1
CEO_women 132 0.106 0.309 0 1

Table 4. Summary Statistics of VEKTOR Measures on Investor Relations.

Variables for 2019 Obs Mean Std.Dev. Min Max

2019 Score 70 3.564 3.113 0 10
1. Dedicated IR Contact Person/Team 70 0.586 0.496 0 1

2. IR Contact Details 70 0.357 0.228 0 0.5
3. Corporate Governance Section 70 0.214 0.249 0 0.5

4. Board of Directors and Management
Disclosure 70 0.121 0.216 0 0.5

5. Key Policy 70 0.079 0.183 0 0.5
6. Financial Results Conference Calls 70 0.386 0.49 0 1

7. Investor Presentation 70 0.343 0.478 0 1
8. Financial Results Press Releases 70 0.114 0.211 0 0.5

9. Investor Conferences 70 0.086 0.19 0 0.5
10. Historical Financial Results in 70 0.2 0.403 0 1

11. Conference Call Replay 70 0.171 0.38 0 1
12. Stock Price Information 70 0.329 0.239 0 0.5

13. Use of Social Media or Other
Channels 70 0.229 0.251 0 0.5

14. List of Covering Analysts 70 0.136 0.224 0 0.5
15. Non-Financial Reporting 70 0.214 0.249 0 0.5
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Table 4. Cont.

Variables for 2020 Obs Mean Std.Dev. Min Max

2020 Score 69 3.725 3.519 0 10
1. IR Contact Details 69 0.594 0.495 0 1

2. Investor Presentation 69 0.362 0.484 0 1
3. Financial Results Conference Calls 68 0.199 0.246 0 0.5

4. Financial Results Press Releases 69 0.174 0.24 0 0.5
5. Stock Price Information 69 0.333 0.237 0 0.5
6. Investors Conferences 69 0.109 0.208 0 0.5

7. Conference Call Replay or Transcript 69 0.246 0.434 0 1
8. List of Covering Analysts 69 0.138 0.225 0 0.5

9. Historical Financial Results in an Easy
Format 69 0.275 0.45 0 1

10.Use of Social Media or Other for IR
News 69 0.239 0.252 0 0.5

11. Corporate Governance Section 69 0.188 0.244 0 0.5
12. Advisory’ Committees 69 0.203 0.247 0 0.5

13. Board of Directors and Management
Disclosure 69 0.167 0.237 0 0.5

14. Remuneration Policy 69 0.116 0.213 0 0.5
15. Non-Financial Reporting 69 0.384 0.43 0 1

Table 4 presents the summary statistics of the VEKTOR measures on investor relations.
By construction, the total score can range between 0 and 10, and it is seen that the average
score is 3.564 in the sample of 70 companies in 2019, while it is 3.725 in the sample of 69
companies in 2020. Hence, there was a slight improvement in the IR score in the last year.
Overall, this score of around 4 out of 10 can be considered relatively low compared to the
best practices identified by the ARIR (2020). The scores for specific items also display very
different average and standard deviations from each other.

After displaying the summary statistics, this part also presents the cross-correlations
of the leading variable in a bivariate way. The relevant pairwise Pearson correlation
coefficients are presented in Table 5. It is seen that among the three indicators of firm
performance, there are positive and statistically significant correlations between ROA and
ROE, as well as between ROE and Tobin’s Q. In addition, both ROA and ROE have positive
and statistically significant correlations with the IR score, whereas the correlation between
Tobin’s Q and IR is not statistically significant. In addition, the correlation coefficient
between ROA and IR is larger than the correlation coefficient between ROE and IR. When
other correlations are examined, it is found that IR scores are positively associated with the
size variables of firm size and board size. This finding can be considered to be related to
the size premium that some studies in the literature obtain (Brennan and Tamarowski 2000;
Agarwal et al. 2008).

Table 5. Pairwise Correlation Coefficients.

Variables (1) (2) (3) (4) (5) (6)

(1) ROA 1.000

(2) ROE 0.390 * 1.000

(3) Tobin’s Q −0.064 0.251 * 1.000

(4) Ln Size 0.243 * 0.088 0.129 1.000

(5) Board Size 0.208 * 0.024 0.097 0.443 * 1.000

(6) Investor Relations Score 0.338 * 0.210 * 0.109 0.477 * 0.493 * 1.000
* Shows significance at the 0.05 level.

In addition to the above descriptive and correlation analyses presented in quantitative
nature, providing some graphical analyses can also be informative. In this context, Figure 1



J. Risk Financial Manag. 2021, 14, 569 8 of 12

shows the distribution of the scores for investor relations at the BVB in 2019. It is seen that
these scores are mostly clustered around low values between 0 and 4, with another small
cluster at very high values between 8 and 10. Therefore, the IR practices for the companies
listed on the BVB seem to differ greatly from each other.
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Figure 1. Scores for Investor Relations.

Figure 2 shows the scatter plot between return on assets (ROA) and the investment
relations (IR) scores. It is seen that there is a mild positive association between these
variables. Namely, for high values of investor relations scores (i.e., above 6 out of 10), the
majority of the ROA observations are on the positive side. In contrast, for the low values
of investor relations scores (i.e., less than 4 out of 10), there are many negative values of
ROA. Overall, this graph shows the possible positive effects of investor relations on firm
performance in the case of the companies listed on BVB.
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4.2. Regression Analysis

This part presents the results of the regression results. Table 6 presents the OLS
results with firm and board characteristics. Robust standard errors are estimated in the
regressions in order to correct for heteroscedasticity. Given that there are only two years
of observations, it is not very feasible to estimate dynamic regressions. However, as more
data points accumulate in the coming years, future research can implement more advanced
regression methods such as GMM estimations. In the first model given in the upper panel
of the table, only two control variables of firm size and board size are included in the
regression model.

Table 6. OLS Regression Results with Firm and Board Characteristics.

ROA Coef. St.Err. t-Value p-Value [95% Conf. Interval] Sig

Investor Relations Score 0.802 0.245 3.28 0.001 0.317 1.287 ***
Ln Size 0.442 0.321 1.38 0.171 −0.194 1.079

Board Size 0.178 0.618 0.29 0.775 −1.048 1.403
Constant −9.199 5.881 −1.56 0.121 −20.856 2.459

Mean dependent var 2.672 SD dependent var 9.088
R-squared 0.139 Number of obs 111.000

F-test 6.777 Prob > F 0.000
Akaike crit. (AIC) 795.384 Bayesian crit. (BIC) 806.222

Linear regression

ROA Coef. St.Err. t-Value p-Value [95% Conf. Interval] Sig

Investor Relations Score 0.613 0.218 2.82 0.006 0.180 1.046 ***
Ln Size 0.590 0.381 1.55 0.125 −0.167 1.346

Board Size 0.330 0.562 0.59 0.559 −0.788 1.447
Independent Share −0.036 0.030 −1.19 0.238 −0.095 0.024

Non-Executive Share 0.026 0.027 0.95 0.344 −0.028 0.079
Women Share 0.103 0.036 2.84 0.006 0.031 0.175 ***

Constant −14.196 6.856 −2.07 0.041 −27.825 −0.568 **

Mean dependent var 2.985 SD dependent var 8.563
R-squared 0.222 Number of obs 93.000

F-test 3.113 Prob > F 0.008
Akaike crit. (AIC) 653.027 Bayesian crit. (BIC) 670.756

*** p < 0.01, ** p < 0.05.

It is found from Table 6 that the IR score has a positive and statistically significant
relationship with the firm performance indicator of ROA. The coefficient of 0.802 implies
that one standard deviation increase in the IR score (which is 3.31) corresponds to a 2.65%
points rise in the ROA measure. This is an economically sizeable effect. The lower panel of
Table 6 includes additional control variables of the shares of independent, non-executive,
and women board members. In this case, a positive and statistically significant effect is
found for women board members. In this regression model, the adjusted R2 value increases
to 0.222, indicating higher explanatory power of the new regression model. In addition,
the size of the regression coefficient for the IR score changes from 0.802 to 0.613 and is still
statistically significant at the 1% level. Overall, the regression results in Table 6 support the
positive effects of investor relations on the firm performance indicator of ROA.

As a robustness analysis, Table 7 shows the results of the same regression model
with the addition of CEO characteristics. In this case, the women share retains its positive
and statistically significant regression coefficient, while the share of non-executives has
a positive effect and the share of independent board members has a negative effect. The
regression coefficient of the scores for investor relations is also statistically significant at
the 1% level and estimated at 0.758. Overall, these regression results provide supportive
evidence on the positive effects of investor relations on the firm performance for the
companies listed on the BVB, measured by ROA. This finding is also consistent with the
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results of Achim et al. (2016) and Kirk and Vincent (2014). Appendix A (Tables A1 and A2)
presents the regression results for the other performance indicators of ROE and Tobin’s Q.
Results in these cases do not show statistically significant effects of IR.

Table 7. OLS Regression Results with Firm, Board, and CEO Characteristics.

ROA Coef. St.Err. t-Value p-Value [95% Conf. Interval] Sig

Investor Relations
Score 0.758 0.247 3.07 0.003 0.266 1.250 ***

Ln_size 0.326 0.482 0.68 0.501 −0.635 1.287
Board_size −0.086 0.594 −0.14 0.885 −1.270 1.097

Independent_share −0.085 0.039 −2.17 0.033 −0.163 −0.007 **
Non_exec Share 0.093 0.045 2.08 0.041 0.004 0.183 **
Women_share 0.107 0.039 2.74 0.008 0.029 0.184 ***
CEO Duality 0.197 1.811 0.11 0.914 −3.410 3.804
CEO Women 1.589 1.731 0.92 0.361 −1.858 5.037

Constant −11.192 8.737 −1.28 0.204 −28.593 6.209
Mean dependent var 3.215 SD dependent var 8.598

R-squared 0.254 Number of obs 85.000
F-test 2.680 Prob > F 0.012

Akaike crit. (AIC) 599.086 Bayesian crit. (BIC) 621.070
*** p < 0.01, ** p < 0.05.

Overall, the relevant regression analyses imply that more active investor relations by
public companies in the BVB, such as investor presentations, conference calls, press releases,
stock price information, the readability of reports, corporate governance section in reports,
and non-financial information reporting would be good corporate governance practices to
improve the financial performance of companies. There can be various mechanisms creating
this positive relationship such as lower information problems and higher investment
interest. Then, these results can be used to improve the corporate governance practices for
the companies listed on the BVB as well.

5. Conclusions

This paper has examined the effects of investor relations on firm performance for
the companies listed on the BVB. The relevant literature displays that investor relations
can improve information disclosure, analyst following, the share and participation of the
institutional investors, liquidity and overall, the company performance. There are only a
few studies on this topic for the case of the companies listed on the BVB, and the availability
of comparable IR scores across firms is a major challenge. The present paper uses the newly
generated VEKTOR scores on investor relations for the companies listed on the BVB, for
2019 and 2020. The results indicate that the IR scores have a close positive association
with the firm performance indicator of ROA. The regression coefficient implies that one
standard deviation increase in the IR score is associated with a 2.6% increase in the ROA.
Moreover, it is found that IR scores are positively associated with the size variables of
firm size and board size. These findings are generally consistent with the studies in the
literature about other countries (Bushee and Miller 2012; Kirk and Vincent 2014) and about
Romania (Achim et al. 2016). Hence, the present paper expands the relevant literature by
contributing to the IR dimension of corporate governance from the perspective of Romanian
public companies. Similar analyses can be conducted in the case of other countries to see if
the results of the present paper generalise to the joint-stock companies in other countries.

Based on these findings regarding the positive effects of investor relations it can be
recommended for the companies listed on the BVB to intensify their investor relations.
Namely, active IR policies can be expected to decrease the intensity of information asymme-
tries between firms and investors, thereby decreasing the riskiness of the stock markets and
improving economic efficiency. These results also imply that policymakers can increase the
regulatory requirements for public companies to have more detailed and active investor re-
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lations and disclosures. Future research could include more years in the analysis as new IR
scores become available. As another extension, one could also create some IR scores using
the reports of companies (similar to Achim and Borlea (2014) and Achim et al. (2016)) and
compare them to the existing VEKTOR scores, and check the effects of other IR variables
on financial performance.
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Appendix A

Table A1. OLS Regressions for the dependent variable of ROE.

ROE Coef. St.Err. t-Value p-Value [95% Conf Interval] Sig

Investor Relations
Score −0.210 0.580 −0.36 0.719 −1.365 0.946

Ln_size −0.148 0.904 −0.16 0.870 −1.948 1.652
Board_size 1.199 1.313 0.91 0.364 −1.415 3.813

Independent_share 0.115 0.084 1.38 0.172 −0.051 0.281
Non_exec Share −0.111 0.075 −1.49 0.141 −0.261 0.038
Women_share −0.031 0.070 −0.45 0.655 −0.171 0.108
CEO Duality −2.457 2.432 −1.01 0.315 −7.297 2.383
CEO Women −3.418 3.311 −1.03 0.305 −10.008 3.172

Constant 11.292 15.843 0.71 0.478 −20.244 42.827
Mean dependent var 8.354 SD dependent var 13.340

R-squared 0.065 Number of obs 88.000
F-test 0.604 Prob > F 0.772

Akaike crit. (AIC) 716.794 Bayesian crit. (BIC) 739.091

Table A2. OLS Regressions for the dependent variable of Tobin’s Q.

Tobin’s Q Coef. St.Err. t-Value p-Value [95% Conf Interval] Sig

Investor Relations
Score −0.010 0.034 −0.30 0.765 −0.078 0.057

Ln_size 0.078 0.049 1.60 0.114 −0.019 0.175
Board_size 0.011 0.050 0.22 0.824 −0.088 0.110

Independent_share 0.004 0.004 1.05 0.299 −0.004 0.013
Non_exec Share 0.001 0.003 0.41 0.681 −0.005 0.008
Women_share −0.003 0.004 −0.83 0.409 −0.010 0.004
CEO Duality −0.003 0.205 −0.01 0.990 −0.411 0.405
CEO Women 0.356 0.256 1.39 0.168 −0.154 0.866

Constant −0.926 0.750 −1.24 0.221 −2.422 0.570
Mean dependent var 0.793 SD dependent var 0.749

R-squared 0.079 Number of obs 77.000
F-test 2.393 Prob > F 0.025

Akaike crit. (AIC) 184.625 Bayesian crit. (BIC) 205.719
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