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The Characteristics of the Board of Directors and Their Impact
On Financial Performance

"An Analytical Study on the Banking Sector in the Saudi Market"
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Abstract: This study aimed to find out the impact of the board's
characteristics on the financial performance in the banking sector in the
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Saudi market. The study was conducted on a sample of 11 banks listed
in the Saudi market during the period of 2016 to 2018. The study utilized
the descriptive analysis, correlation analysis and multi-regression
analysis. The study found a positive and statistically significant
relationship between the family executive director and the return on
assets and the return on equity. Further, the association between both of
return on assets and return on equity with the board size, number of
board meetings, proportion of independent directors and the ownership
ratio of the board Chairman found to be negative. The study
recommends that banks listed in the Saudi market should implement the
corporate governance, in order to maintain the best corporate governance
rules to ensure that governance rules continue to have a positive impact
on financial performance. It also recommends that the state and
specialized entities such as the Saudi Capital Market Authority (CMA)
intervene by enacting laws and legislation to impose sanctions on banks
and other companies if they do not comply with governance regulations.

Keywords: Corporate Governance, Board of Directors, Financial
Performance, Saudi Banks.
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sdadiiicial) Alaay) Jaladll cadlad 1

(2) &, &Y Jsaall a y=y 1(Descriptive Statistics) (sl Jaladll -1.1
Al LY salaie) o3 g3 23 paill & < yuaiall il i gl Qe il

Table 2 : Descriptive Statistics hea gl Jaladl) (2) J g
Variables Mean Std. Skewness Kurtosis Minimum Maximum
ROE 0.123 0.028  0.998 1.686 0.078 0.212
ROA 0.019 0.004  0.440 -0.455 0.011 0.028
BSIZE 9.758 0.751 0.440 -1.060 9.000 11.000
BIND 0.423 0.092 1.169 0.877 0.330 0.670
BMEET 5.879 1.516 0.160 -1.134 4.000 9.000
FAMCEO 0.091 0.292 2.983 7.343 0.000 1.000
CHAIRSHARE 0.012 0.021 1.718 1.807 0.000 0.066
FSIZE 8.215 0.264 -0.120 -0.857 7.732 8.656
LEV 0.844 0.022 0.120 -0.647 0.804 0.894
AGE 1.545 0.249 -1.228 0.376 1.000 1.806

(JASP) gabin cila jda o slalie Yl Gald) dlas) (e jiaal)

saill o e pial a send Jas giall apaa (e bl s3a (e 8Dl
ol

O Cas ¢ Il oY) @l yiige e odef (2) Al Jsaan clilnd) s
ol el Janal Jaw il i ¢(0.123) @l oSl 3 i le el Ja il
AW G o dlall SaY) aal) il WS (0.019) ssbw J sl
s (0.212) s st RS Gia o dlall i) ) Lt ¢(0.078)
Alall Janal i) 2al) &l Laiy (0.011) Jsa¥) e ailall i) sl
o ) sty S 2 gm e AD Sa 5 (0.028) el e
Lulyn 4l Cliasi e lof Al )l oda &G yiiady Gl Jae )
AL Gsin o wlall lawgie 3k Lad (2019 ¢ Lislls (il
Jea¥) o ailall s sia g
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(1.000¢1.806) 5(0.804¢0.894) 5(7.732¢8.656) 5(0.000<0.066) 5
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Table 3: Correlation Coefficients of (Pearson) Jal.ﬁﬂ\ CBlalza (3) aéJ Js

Variables
Variables 1 2 3 4 5 6 7 8 9 10
(1) ROE 0.0000
(2)ROA 0.801***  0.0000
(3) BSIZE 0.400%* 0259  0.0000
(4) BMEET 0280 0270 0001 0.0000
(5) BIND 0228 0031 0128 -0.321*  0.0000
(6) FAMCEO  0.617*** 0533** 0531** 0238 0105  0.0000

(7) CHARSHARE  -0.248 -0.152  -0.313* -0.067  0.434** 0.115 0.0000

(8) FSIZE
(9) LEV

(10) AGE

0.638*** 0.771*** 0.103 0.311* 0.028 0.399**  -0.222 0.0000

0.233  -0.384** 0.188 -0.029 -0.464*** 0.088 -0.184 -0.315*

0.0000

0.357** 0.374** -0.075 0.229  -0.357** 0.301* -0.467*** 0.654*** -0.024*** 0.(

(JASP) gl cla A e alalie Yl Caldl dlae) Ga 1 jiaal)

:\Av\.c Jﬁj C..a.aL o)\.c\ (3) ("5) d}dajb .Lﬂ_\_u‘}(\ d.daﬁ C..\U.i UA
Aladl (0 S (12 (0.05) (5 sinse 2ie 4y gina ddlian) A0 Sl A g0 Lol )
el 5 3oy Gulae aaa) Aliall Ol jpaiall (e IS s 48k 3 sia e
Angl Vs (A5 dpm il (glase aed Jig 1 (ASI) ABlall (e (il
Ao Cd (ALl jee 5 S AN ana) daglaall @l il Gl ) diLayl
Oe IS O Bl ABle o 2a5 WS (0.05) (s sine die 4 gina duilias)
Ol eliac Y 5 (Galadll Cilelaial) (e S Cp g A8 3 sia e il
Cansd g Al oAl @yl g 5 1Y) Gdaa Gty ASLoy cbaY) Gulaa (3o
Ao st Alaa) AV Cld

Ao 3 ga 5 ey odlel (3) pby Jsanlly Jalii Y1 st il e XS
e el (1 (0.05) s sie 2ie 4 gina dflias) Ao Gl g Ao s Ll )
Dhsr g (ASIL) Al e sdnl aall) Jiieall i) s JsaY)
A8l ana) ddaglall @l il o ) ALYl dal Hll dpca 3l gl ae
Ay sima dgilan] AV 13 (AS i) yae 5 ¢ Il ad )l
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Al Al eda & el G Agdaddl Aaaedll Hldly Gl Leg Ll
O bl Apmiamgae e Sala dalss Y d.«la.d(?,) PURRBEPRENgPR JEN
el Ll )Y A ¢(0.80) B8 Gl puiall (e (gl o Y Cua &l puaiall
(0.80) (e Bl &l ypziall
:(Multiple Regression) Sdaiall jlaai¥) Julai - 3.1

Caalll andin) (el e 5 laY) Gadas paibas 3 ulal
Dl Jala gl ) o) Gl gandl iy sasall lasa¥) Jida co sl
Al 73 gail Sl g ¢(4) pd ) Jgaally ASLal) (348 Ao 2ilall 73 gail 22adl)

(ROE 4xslall (3ga o dilall) asaial) jlasiy) Jalad il :(4) Jgsa
Table 4: Multiple Regression

ROEit = a+ Pl BSIZEit+ B2 BINDit + B3BMEETit + p4 FAMCEOit + 5
CHAIRSHAREIit + By FSIZE; + 1o LEVy +B1 AGE; + ¢

Variables Coef. t-stat Sig
BSIZE -0.006 -1.057 0.301
BIND -0.091 -2.261 0.033**
MEET -0.002 -0.998 0.328
FAMCEO 0.059 3.708 0.001***
CHARSHARE -0.401 -1.863 0.075*
FSIZE 0.096 6.503 0.001***
LEV 0.366 2.521 0.019**
AGE -0.073 -3.665 0.001***
Constant -0.752 -3.738 0.001***
Number of observations 33
Number of companies 11
Time periods 3

R? (%) 82.7
Adjusted R? (%) 76.9

F value 14.344%**

(JASP) gz cla i o aldis Yl ald) alae) (e juaall
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Table 5: Multipe Regression

ROAit = a+ A1 BSIZEit+ 2 BINDit + S3BMEETit + 4 FAMCEOit + 5
CHAIRSHAREIt + $9 FSIZEit + 410 LEVit +11 AGEit + ¢

Variables Coef. t-stat Sig
BSIZE -0.001 -1.158 0.258
BIND -0.015 -2.415 0.024**
MEET -3.601e-4 -1.189 0.246
FAMCEO 0.010 3.822 0.001***
CHARSHARE -0.069 -2.015 0.055*
FSIZE 0.013 5.525 0.001***
LEV -0.078 -3.398 0.002***
AGE -0.010 -3.313 0.003***
Constant 0.014 0.438 0.665
Number of observations 33
Number of companies 11
Time periods 3

R? (%) 82.1
Adjusted R? (%) 76.1

F value 13.767***

(JASP) gl s A o aladie YU dalal) dlae) (e 1 jhaall

Oad G Rzmﬂ\d‘m@u@wu\ci@)e@d}mmﬁa
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