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The impact of the application of governance mechanisms on the financial performance of Takaful
insurance companies
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Abstract :This study aims at considering the relation between companies’ governance and the
financial performance of solidarity insurance companies. To meet this objective, financial data
of the top 10 companies working in the Saudi insurance sector and registered in the financial
papers of 2010 to 2017 are analyzed. The findings show a statistical influence between
governance indicators which are the ownership independence and board of directors
construction, managers duality along with the bulk of legislative censorship body, besides the
financial performance of companies which is embodied in the revenue of ownership right
(ROE). However, it has no role on revenue of assets (ROA), profit margin (PM) and the
average of revenue on normal share (EPS).

Keywords: governance, solidarity insurance companies, financial performance, board of
directors.
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Dependent Variable: ROE
Method: Least Squares
Date: 09/20/M18 Time: 09:19
Sample: 1 10
Included observations: 10
Variable Coefficient Std. Error t-Statistic Prob.
C -463.4482 98.18534  -4.720137 0.0421
INDEPB 0.192158 0.158289 2213974 0.0295
S5BOARD -12.10282 3106132 -3 896428 00600
CHCSEO 83.94417 15.86202 5292150 0.0339
CBD 3527945 8261657 4 270263 0.0507
OTHLSH 28.52353 4714900 6049658 0.0263
55B 4T7.23296 10.93061 4321165 0.0496
S7E 9.797174 1.959068 5000935 0.0377
R-squared 0.967964 Mean dependent var 16.76400
Adjusted R-squared 0.855838 S.D. dependent var 8.446280
S.E. of regression 3.206938 Akaike info criterion 5.159072
Sum squared resid 20.56890 Schwarz criterion 5401141
Log likelihood -17.79536 Hannan-Quinn criter. 4.893524
F-statistic 8.632836 Durbin-Watson stat 1.980346
Prob(F-statistic) 0.007707
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Series: Residuals
Sample 1 10
Observations 10

Mean -4.47e-14
Median 7.00e-13
Maximum 2.371553
Minimum -2.371553
Std. Dev. 1.511765
Skewness 0.014906
Kurtosis 2.333805
Jarque-Bera 0.185293
Probability 0.911515
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Method: Least Squares

Dependent Variable: ROA

Date: 09/19/18 Time: 15:58

Sample: 1 10
Included observations: 10
Variable Coefficient Std. Error t-Statistic Prob.
o] 15.09846 63.78483 0.236709 0.8349
INDEFB 0.103185 0.102830 1.003449 0.4213
SBOARD 0.755208 2.017858 0.374262 0.7442
CHCSEQO -0.052799 10.30455 -0.005124 0.9964
CBD -2.131330 5.367077 -0.397112 0.7297
OTHLSH -0.363757 3.062973 -0.118760 0.9163
SSB -3.158911 7.100927 -0.444859 0.6999
SZE -0.046529 1.272683 -0.036560 0.9742
R-squared 0.808904 Mean dependent var 5.482000
Adjusted R-squared 0.140067 S.D. dependent var 2.246616
S.E. of regression 2.083346 Akaike info criterion 4.296389
Sum squared resid 8.680658 Schwarz criterion 4. 538457
Log likelihood -13.48195 Hannan-Quinn criter. 4.030841
F-statistic 1.209418 Durbin-Watson stat 1.9314904
Prob(F-statistic) 0.523965
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Dependent Variable: PM
Method: Least Squares
Date: 09/19/18 Time: 15:59
Sample: 110
Included observations: 10
Variable Coefficient Std. Error t-Statistic Prob.
c 528.32T73 152 5727 3.462791 0.0742
INDEFB 0.497595 0.245969 2.023002 0.1804
SBOARD 5.024982 4 826696 1.041081 0.4072
CHCSEQ -53.91057 2464839 -2.592891 0.1221
CED -37.63118 12.83799 -2.931235 0.0993
OTHLSH -25.01559 T.326601 -3.414351 0.0761
55B -64.50689 1698534 -3. 797797 0.0629
SZE -6.780791 3.044245 =2.227413 0.1558
R-sguared 0.959914 Mean dependent var 13.95900
Adjusted R-squared 0.819612 S.D. dependent var 11.73320
5.E. of regression 4983341 Akaike info criterion 6.040640
Sum squared resid 49 66738 Schwarz criterion 6.282708
Log likelihood =-22.20320 Hannan-Quinn criter. 5.775092
F-statistic 6.841763 Durbin-\Watson stat 1.329570
Prob(F-statistic) 0.133412
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Dependent Variable: EPS
Method: Least Squares
Date: 09/19/18 Time: 16:00
Sample: 1 10
Included observations: 10
Variable Coefficient Std. Error t-Statistic Prob.
C -130.7902 51.08745 -2.560124 0.1247
INDEFB 0.127636 0.082360 1.549724 0.2613
SBOARD -4 077949 1.616172 -2.523215 01277
CHCSEOQO 16.27783 8.253269 1.972288 0.1873
CBD 9.965062 4 298676 2.318170 0.1463
OTHLSH 7.782769 2.453240 3.172445 0.0866
SSB 15.50818 5.687375 2726772 0.1123
SZE 2.795824 1.019336 2.742791 0.1112
R-squared 0.932783 Mean dependent var 3.634000
Adjusted R-squared 0.697524 S.D. dependent var 3.033979
S.E. of regression 1.668623 Akaike info criterion 3.852436
Sum squared resid 5.568604 Schwarz criterion 4.094504
Log likelihood -11.26218 Hannan-Quinn criter. 3.586888
F-statistic 3.964915 Durbin-Watson stat 1.387096
Prob(F-statistic) 0.216151
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