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The impact of the internal mechanisms of governance on the financial performance-an econometric
study using a sample of Tunisian commercial banks during the period (2010-2016)
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Abstract:This study aims to determine the impact of internal governance mechanisms on the
financial performance of Tunisian commercial banks during the period 2010-2016, for a sample of
seven commercial banks operating in Tunisia. While using: the three independent variables
namely, board size, the number of independent board members and the ownership concentration, as
well as the two dependent variables which are the return on assets " ROA " and the return on equity
" ROE ". Using a panel data model approach. The study found that there is a negative impact of
statistical significance between the size of the Board of Directors and the performance of banks,
and a statistically significant positive effect between the number of independent board members
and ROE.

Keywords:bank governance; financial performance; board size; number of independent members;
ownership concentration.
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ROA J,W 350

. reg ROA own bs indpmem

Source Ss daf Ms Number of obs = 49
F (3, 45) = 6.09

Model 11.6176195 3 3.87253984  Prob > F = 0.0014
Residual 28.6301805 45 .636226233 R-squared = 0.2887
Adj R-squared = 0.2412

Total 40.2478 48  .838495833  Root MSE = .79764
ROA Coef. sStd. Err. t P>t [95% Conf. Interval]
own 2.589111  1.001716 2.58  0.013 .5715519 4.60667

bs -.3654536 .1123375 -3.25  0.002 -.5917129  -.1391943
indpmem -2.417833 2.01354 -1.20 0.236 -6.47331 1.637644
_cons 3.904402  1.505894 2.59  0.013 .8713759 6.937429
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. reg roe own bs indpmem

Source Ss af Ms Number of obs 49
F(3, 45) = 2.47
Model 1373.00132 3 457.667107 Prob > F = 0.0741
Residual 8339.89301 45 185.330956 R-squared = 0.1414
Adj R-squared = 0.0841
Total 9712.89433 48 202.351965 Root MSE 13.614
roe Coef. sStd. Err. t P>t [95% Conf. Intervall]
own 22.41822 17.09671 1.31 0.196 -12.01633 56.85277
bs -3.871697 1.917312 -2.02 0.049 -7.733362 -.0100321
indpmem -3.233331 34.36595 -0.09 0.925 -72.44991 65.98325
_cons 42.13551 25.70175 1.64 0.108 -9.630466 93.90149
Frls - af N LA w
dyteh) s.){}ykﬂ\ o :02 ‘5>=lk
£ .
ROA J 4 5,00
-
Fixed-effects (within) regression Number of obs 49
Group variable: ind Number of groups = 7
R-sq: Obs per group:
within = 0.1612 min = 7
between = 0.4307 avg = 7.0
overall = 0.2317 max = 7
F(3,39) 2.50
corr(u_i, Xb) = -0.6603 Prob > F 0.0738
ROA Coef. std. Err. t P>|t| [95% Conf. Interval]
own 4.059812 4.712274 0.86 0.394 -5.471661 13.59128
bs -.4264833 .1917825 -2.22 0.032 —-.8144 —-.0385666
indpmem 2.179329 2.618318 0.83 0.410 -3.11672 7.475378
_cons 2.896455 3.628011 0.80 0.429 -4.44189 10.2348
sigma_u .62414988
sigma_e .74584408
rho .41186713 (fraction of variance due to u_i)
F test that all u_i=0: F(6, 39) = 2.08 Prob > F = 0.0781
:ROE 4t »3 500
= -
Fixed-effects (within) regression Number of obs = 49
Group variable: ind Number of groups = 7
R-s5q: Obs per group:
within = 0.0712 7
between = 0.2239 7.0
overall = 0.1061 7
F(3,39) 1.00
corr(u_i, Xb) = -0.3908 Prob > F = 0.4048
roe Coef. std. Err. t P>t [95% Conf. Interval
bs -4.096637 3.297029 -1.24 0.221 -10.76551 2.572234
own 9.651952 81.01106 0.12 0.906 -154.2084 173.5123
indpmem 59.98303 45.01283 1.33 0.190 -31.06401 151.0301
_cons 38.97709 62.37095 0.62 0.536 -87.18007 165.1343
sigma_u 7.9871434
sigma_e 12.82218
rho .27955166 (fraction of variance due to u_i)
F test that all u_i=0: F(6, 39) = 1.95 Prob > F = 0.0961

i) gt ot gt 2366 103 ol
ROA J ¥ £35.

Random-effects GLS regression Number of obs 49
Group variable: ind Number of groups = 7
R-sq: Obs per group:
within 0.0906 min = 7
between = 0.6628 avg = 7.0
overall = 0.2887 max = 7
Wald chi2 (3) 18.26
corr(u_i, X) = 0 (assumed) Prob > chi2 = 0.0004
ROA Coef. std. Err. z P>|z]| [95% Conf. Interval]
own 2.589111 1.001716 2.58 0.010 . 6257841 4.552437
bs -.3654536 .1123375 -3.25 0.001 -.585631 -.1452762
indpmem -2.417833 2.01354 -1.20 0.230 -6.364298 1.528632
_cons 3.904402 1.505894 2.59 0.010 .9529042 6.855901
sigma_u 0
sigma_e .74584408
rho 0 (fraction of variance due to u_i)
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Random-effects GLS regression Number of obs = 49
Group variable: ind Number of groups = 7
R-sq: Obs per group:
within = 0.0273 min = 7
between = 0.4266 avg = 7.0
overall = 0.1412 max = 7
Wald chiZ2 (3) = 7.04
corr(u_i, X) = 0 (assumed) Prob > chi2 = 0.0706
roe Coef. std. Err. z P>|z| [95% Conf. Interval
bs -3.797968 1.939699 -1.96 0.050 -7.599708 .0037719
own 21.95734 17.54491 1.25 0.211 -12.43006 56.34474
indpmem -.530374 34.51276 -0.02 0.988 —-68.17414 67.11339
_cons 41.01095 26.00558 1.58 0.115 -9.959055 91.98095
sigma_u 1.3365719
sigma_e 12.82218
rho .01074898 (fraction of variance due to u_i)
hausman test :04 >
§ .
ROA J,W 35
hausman fe
—— Coefficients
(b) (B) (b-B) sgrt (diag (V_b-V_B))
fe . Difference S.E.
own 4.059812 2.589111 1.470701 4.604573
bs -.4264833 -.3654536 -.0610297 .1554375
indpmem 2.179329 -2.417833 4.597162 1.673694
b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
chi2 (3) = (b-B)'[(V_b-V_B)"(-1)] (b-B)
= 23.56
Prob>chi2 = 0.0000
= -
hausman fe
Coefficients
(b) (B) (b-B) sqrt (diag(V_b-V_B)
fe . Difference S.E.
own 9.651952 21.95734 -12.30539 79.08836
bs -4.096637 -3.797968 -.2986688 2.666078
indpmem 59.98303 -.530374 60.5134 28.89678
b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
chi2 (3) (b=B) ' [ (V_b-V_B) " (-1) ] (b-B
14.67
Prob>chi2 0.0021

bt O et 105 gl
ROA J,W z35.
estat hettest

Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance
Variables: fitted values of ROA

chi2 (1) = 13.43
Prob > chi2 = 0.0002

ROE W ~3 50
=T
estat hettest
Breusch-Pagan / Cook-Weisberg test for heteroskedasticity

Ho: Constant variance

Variables: fitted values of roe

chi2 (1) = 19.69
Prob > chi2 = 0.0000
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. estat bgodfrey

Breusch-Godfrey LM test for autocorrelation

lags (p) chi2 df Prob > chi2
1 0.006 1 0.9402
HO: no serial correlation

ROEq 1 7550

. estat bgodfrey

Breusch-Godfrey LM test for autocorrelation

lags (p) chi2 daf Prob > chi2

1 0.030 1 0.8622

HO: no serial correlation

VIF a3 suadt jlest 107 olly

36
19

1
own 1.
1

1.24

(robust) ¢ 3wl movas 108 sl
ROAJ N T35

. reg ROA own bs indpmem, vce (robust)

Linear regression Number of obs = 49
F (3, 45) = 3.55
Prob > F = 0.0216
R-squared = 0.2887
Root MSE .79764

Robust
ROA Coef. Std. Err. t P>t [95% Conf. Intervall]
own 2.589111 1.387166 1.87 0.068 -.2047855 5.383007
bs -.3654536 .1309347 -2.79 0.008 -.6291696 -.1017377
indpmem —-2.417833 1.478658 -1.64 0.109 -5.396003 .5603366
_cons 3.904402 1.621602 2.41 0.020 .6383292 7.170476

:ROE &;LJ\ E:)A.J\

Linear regression Number of obs = 49
F(3, 45) = 3.39
Prob > F = 0.0261
R-squared = 0.1414
Root MSE 13.614

Robust
roe Coef. std. Err. t P>t [95% Conf. Interval]
own 22.41822 24.87207 0.90 0.372 -27.67671 72.51314
bs -3.871697 1.429265 -2.71 0.010 -6.750384 -.9930101
indpmem -3.233331 15.96775 -0.20 0.840 -35.39403 28.92737
_cons 42.13551 16.91743 2.49 0.017 8.062049 76.20897

(288-273a.0a) ¢ Ml o1 o AaS sl d il )

8\,\\) O‘ﬂ\r:ﬂ\ -

'Shungu, P. N. (2014. Impact of corporate governance on the performance of commercial banks in
Zimbabwe. Mediterranean Journal of Social Sciences, 0515)

Sylaf (B ddads of 15 i yn AGHS gl s Yl O jLall glal 3 ST s aS > onle sk T (2014 ) sl ez aal aes JRIxy

I3 el dmal ¢ JLae Y




—— 2019/(02) 06 — EISSN: 2588-2457 * PISSN: 2392-5302 dalaidy) 4aiill 4 5 jall Alaal)

*Mugisha Shema Xavier, J. S. (2015). effect of corporate governance on the financial performance of
banking industry in rwanda. international journal of small business and etreprencurship research,
0306y, 29-43.

*OECD. (2015y. G20/OECD Principles of Corporate Governance. OECD repor to G20 finance
ministers and central bank governors.P09.

A1 o s il el Jlael s 0l o l5Tal 2 a5 ,(2015) L bt ol aes’
°BIS. (2006y. enhancing corporate governance for banking organizations. bael committee on banking
supervisions.P 06.

T8 2 o o)l Sl S0t e el ol i) 2 S il ST gl ozl (2017 Olete 0 gas ils Oy, ’
$Salim, R. A. (2016). Does corporate governance affect australian bank's performance? journal of
international financial markets, institutions and money, 43.P 115.
03y 12 (Jlee 15 00) 220, S Al ) o s 2387 0 eloly 3 15Y1 ol a0l 89 (2016 Lol o ge ez 23e ’

A484-483: - -
"Allemand, 1. &. (2010y. comparaison des praiques de gouvernance dans les banques francaises. revue
frangaise de gestion, 08. P 18.
Bl 3 (6 Sl y el JUW W0 J Ll et e oS el 28 12014 ) | ke o SH de e igas 9,5 e b 12 !
A0 o AUJAA sl A1y inl) il o) 25 grd) 08 20 e ai
“Chen, H. 2014y. CEO duality and firm performance: an empirical study of EU Iisted firms.
bachelor's thesis: university of twente. PP 03-04.

1

“Moscu, R. (2015). Study on correlation between CEO duality and corporate performance of
companies listed on the Bucharest stock exchange. journal of social and economic statistics, 401).

P :48.

"“Chidziva, B. (2016y. The Role of Corporate Governance in Preventing Bank Failures in Zimbabwe,
doctoral thesis: walden university. P :27.

""Al-Daoud, K. I. (2016y. Board meeting and firm performance: evidence from the amman stock

exchange. corporate board: role, duties and composition, 1202y. P :07.

Gémez, J. 1. (2017). Effect of the board of directors on firm performance. international journal of
economic research, 1406y. P P : 352-353.

"Xu, L. &. (2012). strategic policy choices on privatization in an international mixed duopoly.

provedia--social and behavioral sciences, 40.

" Zouari, D. G. (2013). privatisation gouvernance de la banque et precessus decisionnel: une

interprétation de la dynamique organisationnelle a travers le cas de I'union internationale des banques.

international journal of business and management invention, 203y. P P : 79-80.

"Tannotta, G. N. (2007y. ownership structure, risk and performance in the european banking

industry. journal of banking and finance, 3107).

*"Darrweesh, M. S. (2015y. Correlations between corporate governance, financial performance, and

market value. doctoral thesis: walden university.

T%E




(288-2730a.0a) ¢ Ml el o A sall ddalall iyl

*!Carney, M. G. (2011)y. corporate governance and stakeholder conflict. journal of management and

governance, 1503)y. P :485.

**Hartzell, J. C. (2003y. institutional investors and executive compensation. journal of finance, 5806.

pP:17.

*Liu, Y. P. (2017). Corporate governance, bank mergers and executive compensation. International

Journal of Finance & Economics, 2201y. P : 02.

**Ard, L. a. (2010y. Bank governance : lessons from the financial crisis. World bank group, financial

sector vice presidency, crisis response note, 13. P : 03.

*Luo, Y. 2015y. CEO power, ownership structure and pay performance in Chinese banking. 82

P :14.

o iy i) ialadl (g3 s t0lee bl 581 2 Lo Ty Syl 25 (2013 ) L 5y )t iy dat it (S
74

*’Grove, H. P. (2011. Corporate governance and performance in the wake of the financial crisis:

Evidence from US commercial banks. Corporate Governance: An International Review, 1905y. P :
420.
: APAG ghael s JGL g sl insinss
8 ) IV e g1 Ay plondt & ) g0 el Bl B Bl y3— JUWH s13Y1 o ieST old Aol U ST (2019 ) e ole i
288-273 5. o il s £l e sl dmals 11 (o2 saall) 6 AR caslasl el & 5154 A (2016-2010)

ARED

wﬁg\hﬁ\ t\.’:&\ Aoy by ol sl 5 e ) ol (35, 520l B 5Y) ek iy Ul G Bl ”
(CCBY-NC 4.0y {55 4.0 Gl pos — & & — 2,

393 4.0 SuiYl s — g yiE p8 - citall o (SN g L) dast g (o 6 s o Dp3laBY) deall & 1 31 AU
(CC BY-NC 4.0)

@0

The copyrights of all papers published in this journal are retained by the respective authors as per
the Creative Commons Attribution License.
Algerian Review of Economic Development is licensed under a Creative Commons
Attribution-Non Commercial license (CC BY-NC 4.0)

%




