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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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. reg ROA own bs indpmem
Source Ss df 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. Std. Err. Tt P>l 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

‘ROE )l £55.
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reg roe own bs indpmem
Source SS df 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. Std. Err. t P>|t] [95% Conf. Interval]
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
PR - of [ "
d;qtd\ h_J\‘ﬂabJ\ 3:73459 .():2 ‘5’111\
¢ .
‘ROA 1 55
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 )l 55
Fixed-effects (within) regression Number of obs = 49
Group variable: ind Number of groups = 7
R-sq: Obs per group:
within = 0.0712 min = 7
between = 0.2239 avg = 7.0
overall = 0.1061 max = 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_ F(6, 39) = 1.95 Prob > F = 0.0961
- & - ot NLAe “
i piall O i) 2556 103 el
¢ .
‘ROA 1 55
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_
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‘ROE )l 55

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 chi2(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 fe

hausman test :04 -l
‘ROA J Y1735

Coefficients
(b) (B) (b-B) sqrt(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)]1(b-B)
= 23.56
Prob>chi2 = 0.0000
‘ROE )l 55
hausman fe
—— Coefficients
(b) (D] (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
ol ol et 105 el

£ .
‘ROA U\ s
. estat hettest
Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance

Variables: fitted values of ROA

13.43
0.0002

chi2(1) =
Prob > chi2 =

‘ROE W £3 5.
. estat hettest
Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance

Variables: fitted values of roe

chi2(1) =
Prob > chi2 =

44:45;5%4:44LEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE

19.69
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
‘ROE W £3 5.4
. estat bgodfrey

Breusch-Godfrey LM test for autocorrelation

lags(p) chiz2 df Prob > chi2

1 0.030 1 0.8622

HO: no serial correlation
VIF a3 suadl jlzst 107 gl
. vif

\ericble VIF NMIF

indren 1% 0.73s

on 119 0.843F
s 17 08770
Mean VIF 12

(robust) g 3 sedt pereas 108 3l
‘ROAU Y 55

. 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. Interval]
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 )l 55
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
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