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The Impact of Banking Governance on the Profitability of Commercial Banks:
An Econometric Study Using Static Panel Data Models for a Sample of
Commercial Banks Operating in Algeria (2014-2022)
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Abstract

i This study aims to measure the impact of banking governance mechanisms on the profitability of :
i commercial banks operating in Algeria over the period 2014-2022, using static panel models. The
Robust Hausman test indicates that the most appropriate model for estimation is the random-effects :
i model, with the Driscoll and Kraay method used to address statistical issues related to !
i autocorrelation and heteroscedasticity of the errors. 3
! The results show that board independence and state ownership have a negative and statistically

¢ significant effect on bank profitability, whereas the indicator of CEO duality exerts a positive and
significant effect on profitability. As for board size, it was found not to be statistically significant in :
i influencing bank profitability. In addition, the results indicate that capital adequacy ratio and :
i financial leverage have a negative and significant effect on bank profitability, while the indicator of
minimum liquidity ratio has a positive and significant effect. However, capital adequacy per se did :
i not show any statistically significant impact on bank profitability.
i Keywords: banking governance, banking governance mechanisms, bank profitability, panel :
: models.
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sl ol

L5 Wl wz Sy (3l Legarls o) Ralal) b)) OSCad) fasd) Y1 aheal) gy 2Ll il ods S
o0l i) e
D g ghally Al 1 3 ged deasid) e 2 TTT

SV e Aoget el a el SLall e Weglsy adlenally Bl Ol 23 Baer e ST
B il paied)l ShLas V) QW) Jgad) g ¢ A gtally Bl O 2 3ed Bt Oyl 1.2 111
Dl Sl 2308 Al

il Ol 3 ged dpmageid) Sl il 1(06) Jgud)

JlaxY dandll S ! s

0.011 9.305 Wooldridge test i gl oY1 o G BL3yY)
0.067 1.83 Born and Breitung (2016) HR-Test
0.0000 55.68 Modified Wald test il gl cllasY) s DU pus
0.4050 11.467 Friedman test bl e bisyy
0.3345 2.19 skewness and kurtosis Tests (el &yl

(5—4 41 1-4 ;s ;3> i) Stata 17 oy Sl e sl Ul Ble] eyl
o B3 (Wooldridge test) jLz=Y (P-value=0.0011) &Yl aedh 0F (06) o3y Joidt IDs o s
Ayl clas )y (313 b)) sgmg Jo Ju il o) Ly padll i ks Wby (D05 dgies Syt
Sl plsanl 5 W ods e i) Yl @ adlpiall slas Y1 s ol e At o) L VI s Bewlid |k,
G P s oy 1Sh L 05 e (Sppn el sl B2 28y Lyl eyl sy o(Wald test) Jasdl g
Geop s a2l oyebl (slly (Born and Breitung (HR-Test) [las V) aliscinl sdia) L glgiall clos Y -l
o e aflsiall slat V) 13 LIV At 35y pde am L2 D05 a ST (P-value= 0.067) pasl
Sl Qs @bl pe LY Ui 3 pde om B aadl 2o Jo3 I (Friedman test) L) Sl W
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Jlx=Y o) Y ! Y
0.022 5.24 Lagrange Multiplie Test sl Y1 el Y1 G DLy
0.0000 1.64 e+04 Wald test Al sl Y1 s O ade
0.5505 9.778 Friedman test i) pe bLay
0.5241 1.29 Skewness and kurtosis Tests (el aydl

(4-5 31 1-5 5o 13> i) (Stata. 17) Ol 2 de slaxe ¥ iU sls] oo @ jiaall
=Y L) Jlel de il auls Slie sy oo adlpdall ol T35 Raetdl ohlas Yl ) caias
Js3 JI (Wald test) st piy LS (aldll BLiVl (i semy an & ol 503 i) J(LM Test) castall
(Friedman test) ol jlesl bl ¢ LGl 3 aslsiall slas Y b5 ol pe i gy Wby ahad) a4l
905 ssme ;ST (P-value = 0.5505) adtai 2l O 3] (ablill je bls)) 3gmg pde o s cpdall B2 s Jgd

slas S el sl Bep b pelalidly lsdV) ol plisnnl slas U aedall sl Lt b 3 I BLoYL

roStdl b bl B 3kl o dketdls 3.2 TIT

e el psas (Fixed ) ) ol 234 ooy ((Pooled) awemdl Jus¥l 2356 o dlolial
Jsd QWb 5 Y1 we wme (Fisher) e astas| of (02) 5, =l 3 2eosll ails 25 & ¢ (Fisher )
¢ adlpiall Sl 230dy el 2308 o dlolicdly danld) SISl 2356 ea a1 Z3gadl OF asE G abad) 404
(03) 3y gl 8 bl amils P 0 (o5 - (Breusch and Pagan test) 1Y caslias jlas) plasal
Gy Ayl Sl 235ds ) W 2348 o dlolidly (Random) aslyeall i) 2558 sa I Z35adl O
=2l 8y (30122025 »5) (Cluster-Robust Hausman) Lzt ) esnlll ¢ 83505l aaldh JSali b
oo e e Ju b HO: E(a;/ Xip) = 0 padd 2z Jod «(6) sl 3 sl Las V) s s e
heterogeneity) sislall s sVl jias 0f 2k o bl 2 STl BU) 358 2 adlsiall ol
LSy Bsh sy Bl ods Sl et & sl Lokl ds a2 S5l oy (Unobserved
10k B ey Jlgdall pigedl JSLin ddlas 4.2 111

LLiVly a5 ol pie 3 dltadd)  Slssall sl 3 plasst & anldl JSTal) adles & il wlosp jlasy
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(Drisc/Kraay) i o idlgoal) <18l #3468 &1 puis :(08) o3y Jaudr!

Fieer] el Sl E ades AT Ll STt e e eenl)l e fles S (B W3, cEeedils
Ads dar &5t e tall ol psl=n

- xEscc ROE_w BS_w IMDCA _w CEO_w OlG_w OWC_w CAR_w LCR_w LEWR_w,re lag(2)

Regression with Driscoll-Kraay standard errors Mumber of obs = 188

Method: Random-effects GLS regression Mumber of groups — 1=

Group wariable (i): id Wald chiz(s8) = 1FsFS.87F

masimum lag: 2 Prob > chiz = . aaEE

corr{u_i, Xb) = © (assumed) owverall R-squared = [==T-7-%-Y

Drisc/Kraay

ROE_w Coefficient std. err. © P>|E] [95% conf. interwval]

ES_ w .easas89 .ea3os897F 128 B_238 - .@sa11149 .elazgaz

TMDCA v - .eFsTFaSa .B3aA6283 -z .22 e.as7 - 1566463 .es38595

CEO_w .@2z89379 LBL3ESas 2_ea a7 - .@B2os51 - BEBsa189

OLIG_ e - . BEEBOTS LBZ2AGES —2_as [=PN-F5 1 —.11Fe211 - .@B31FIS

OLIC_ e -.ez17s9a L B5634A65 -2. 39 a.Fea - .1517eas -1es81659

CAR_w - .Z2733688 .es599FF — . 1 == -.azsssas —.12131FFS

LCR_w .elavosa -\B2zz29 5_35 [=P=1-1-1 .eBoazsF LB2elEFL

LEWR e —.1Zelsa1 LBAAES56S —2_93 a_e1a - _.232qass —.e2rsF2S

_cons 2286348 -11SaaFL 1.9 o_as= - .B=T75866 .AoassS62
sigma_u LBSE52587F
sigma_e LBE506739

rho LSBT FBs54s (Fraction of wariance due to u_Eil)

il Y%10%5 (Y1 ks dgalt (g 1 pi3 1ila>S  (Stata. 17) Clr 2 Jo slexs Y i) slds] e 1 jdaall

Al Slpasll OF U i 8 60.30 = R? (g5ls ol alas 20 0f L3 ((08) o5 deH s b 3
A Wl 2l 2 Sl (ROE) &S Goi Jo ) Jsge Jo D5 )l lpadl 0 %0 30 o5 m35udl (3 2yl
odE e Op Wlas] Ggime 8 8] BYe 2y dul )l Sl D e ad i) Sladly sl el o B3
o S e 2ailine wils @bl ) aidl OVl ae il Y L sy ((ROE) aSdl Gyi e aslally 3,15)1 (BS)
(Ssmn S sy Al T ol g 3 ¢ (Aktan et al., 2018) Ly Llsl 13T Slalll jany ooty 31 ¢l
Ssiney s b & O UB (CEO) aibsl) arlysy ja5e Wl oW1 &0, jady oz cadey .(Mkadmi et al.,2013)
Goim J) W glisyl 41 Bl 8oy 2 38 s 3345 o388 3 D0 10 seen e (ROE) 2SI Ggim e w1 e
B8 ey Bui ) S i i)l badl) OF ASE B WS ks e B oda ailis (900,028 a2
A Lol Jgd o cacley Sl il 3 ol B gige ST 1B O e A

SOl 9010 (sgimn s aslax] Vs 93 ghe 1l & 0S8 (INDCA) 3)5Y) ob2 aSlizal 25l 2l
il pr Lonils @ilss ¢ %0 0,07t a0 Boi> 1 sl plid) 1 ooy %01 as 5)5Y1 (2 addial 3 sl
JU 3 Wl adbs By Rolh) dmadl 5 (- @ AW Lo il jady o ades ¢ (Aktan et al.,2018)
) ooy 01 ity dgll 28ls 3 (3 8345 IS0 s L8 ¢ Y05 (stme kis ilax| JIs o 156 4} (OWG)
& AN PUEI 3 g RS 3l 5345 Of ezl ods S 90 0.06 deeis (ROE) il 25U G S L))
o 5sY) Blem r 4z OF S xS oS ) OF (55 3 OlsYl e 3in e gy iyl 355 IV B sl
adey « (Mamatzakis et al.,2017) ae)s so auwhll) oda @ils cdily cdyuld QU Y e Ll 35 205 398 o4
Al ) o ) Jgd o

Gl e o) Bms ay Wlax| wsme 5 (Z0.021) e a3 OWC &S 55 a5e bl (LUl
28 SUSl g Y e 2B e 3 ik Gl (ROE) dsd ohsl e 35 2SIl 555 0 (5 gl il ol
W 35 L daall g3 GULYY Jlhall peld) Cle e LS gt ol Flae 50 3o (] (533 o callad)
a3 G B 2By o adey (Sl clsl e

Bgins Gstms Lo JU o) 86 35k Wlan] (spmey LIl pib e piled) cdas i ey W 2l U
et SN W W e b Gl ey % 0.27 aesy (ROE) 5 () %1 awsy(CAR) 3345 o3 3 ol
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F test that all u_i=8: F(11l, B8) = S.77

winsor2 ROE BS IMNDCS CEC OWGE OWC CAaR LOCR LEWR,cut=(

Prob > F
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T ooy

= 8.8888

Erswu=soh =rmd Fagan Lagrangian multiplifer tTtest For rmrandom =sfFffect=s

ROE_wlid,®] =— >xb + wlid] + e=[C4id, ]

Estdimataed resulits s
=

Sr = =sqgrEdwWar

P == 8 = e R S

RO E Lol P == S = e = S e O
P == 8 = e S e B S

=
ol
Te=s=t: War-Cul = &

—hibarr=2 (&1 )
[ =1 = —hibar=

~BEESEeTS R
BRSSO s I
~EBSeSa2S9a

pR = QR s
L= S ==

Bl 61 £ 350 ageddl Sl Y @l (4) o) Gl

Lilgall dlet Y1 uls ot ptel Modifiad Wald il H(2-4) o gl

lgzal S 30 blg ) Wooldridge o ol (-4} o

T oeRen . wkserial  ROE_w BS_w TNOCA_w CEO w OWG_w OKC_w CAR w LCR w LEVR W

Modified Wald test for groupwise heteroskedasticity
i Fixed effeat regression model

H@: =sigma(i)*2 = =zigma*2 for all i

shE3 (12} = 55.68
Prob > chiz = o, e00n H L

Lflgzall fller S 3140 HLI S B orn and Breitung (2016) HR-Test Lol pili (3 —4) 48, 21l

a mEhetesit

1)
Prob > F =

liooldridge test for autocorrelation in panel data
Hé: no first-order autocorrelation

= 9,385

6.6110

Heteroskedasticity ~robust Born and Breitung (Z016) HR-TeST as postestimation

FPanelwvar: id
Timewar: year

oL akrLe HE-2Ea® pewvalus

maT

bBalanses?

Post Estimation -+ i.83 oL RET + iz

balanced

Hote=s: Under HO, HR ~ RH{3,L1L)
H23:; Mo fFfirst-order zerial correlation.
Ha: Some Tirst order Serial correlation.

AlEL gy Bl T e L 22 S Friedrmangl=sl pi= o(4—d) o8, 2 1l

- xtcsd,Ffriedman

Friedman"s test of cross sectional independence = 11 .AEF,

Pr = Q.32250
skhevmess amd kurtosis 55 32wl elemD0 e bl monsd ) T b b=l mils (53 BB 2

Crunning _sxtsktest calculations on estimation sample)

Bootstrap replication=s (Se)
1 1 1

Tests FTor skewness and kurtosdis

fReplications based on

=E=1

wEtsktest ROE_w BS_ w IMNDMCA w CEO w OLMGE_w Ol w CAR_w LOCR w LEWR_ w

rMumber of ob=s

=

Replications = =4

12 clusters in Gidl

Ob=s=erwed Bootstrap Mormal-based

coefFicient =%td. e=rr. = P =| [O9s% conf. bGdnterwal]

Skewness = Z.aAa5s—B5 8. .a4Fe—uas _o 2o L= e Sl e = e S g ==l =Rl e = e

Kur-tosis__ e -5 . FFSe—8aF S.96e—87F -1 .S L= . L S -1 .3535e—8a656 Z2.82e —8B7F

Skewness__ u -Eeaala4s O.27Fe b5 IL.55 L= e = — S T2 a5 e =R =Rl e e XY

Kurtosis u L. LD —ET S.e5=s—8B7F L.l =L 252 — 2. 98=s—2F I-lde—aa

Jodint test For MNormality o =@ chi2gf23 = 2.19 Prob > chi2 = @.=2=34%

Joimt test For Mormality o ows chiz2 2] = = Praob > chiz2 = &8.1S5a31
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Wil Y T390d deasedd) Ol Y1 s (5) o3y goell
adlgtall ol AN LD M Lot s (1-5) 3, nll
- xeEesT Llatal 51 o 23 ptp T8 5 BSI Wald o i (2-5) o, ol
Tests for the error component model: -fj o v - = [ ]ﬂhp

ROE_w[id,t] = Xb + ufid] + wfid, €]
vlid,t] = lombda w[dd,{t-1)] + e[dd,%]

Escimated ""’“‘“[ ver  sd = sartcver * Panel Groupuise Heteroscedasticity Tests
ROE_w SBBZB17L «BEIDTEZ
L] - QOLINEF -@3596739
ul eeazam -o36s2EE7 Ho: Panel Homoscedasticity - Ha: Pancl Groupwise Heteroscedasticity
Tes::;dum Effocts, Two Sided:
ALM{Var{u)=8) = 13.81 Prichi2(l) = &.088

Random Effects. One Sideds - Lagrange Multiplier M Test 5777713 P-Value » Chil(11) .%660
AERODTS T RTRIONE T O likelihood Ratio RTest = LB Pdalue > Chid{lL) G.6257
' Lottt PValue > Chi2(L2) 5600

ALM({ lambda=2) - 5.24 Prr>chizfl) = @.9z2z20 'NﬁldTEﬂ

Joint Test:
LMivar{u)=o,lambda=0) = Sa,0z Prachiziz) = ©.0000

cb&m;ahkgbﬂ|¢p_z;§u Friedrmmar  L=f | sil=i (3—5)F5w9um
- whtoesd,friedman
Friedman "= test of cross sectional independence = D.FFE, Pr = a8_.5585

sloew ness and knrtosis 0 ssall cles 30 eedoll sl ) Sose b ledl gfilms (4 —5) W8, 2l

xtsktest ROE_w BS_w INDCAS w CEO_w OWG_w OWC_w CAR_w LCR_w LEWVR_w
Crunning _xtsktest_calculations on estimation sample)

Bootstrap replications (58)
| ] ] | |
T 1 I 2 I s T <+ T s
.................................................. S

Tests fTor skewness and kurtosis NMumber of obs = 188
Replications = 1=

(Replications based on 12 clusters in id)

Obserwed Bootstrap NMormal-based

coefficient std. err. =z P=|=| [95% conf. interwval]

Skewness_e 2.46e-86 F.23e-86 a8.34 8. 73534 - . eeeally L Baanles
Kurtosis_ e -5.75e-av7 S5.38e-a7 -1.a3 a.27a8 -lL.6le-86 4. 5de-a7
Skewness_u . ea2aalas Laeaalad 1.38 2.166 -6.82e-86 . Ba2aa349
Kurtosis_ u 4.19e-a7 3.79e-a7 1.11 a.289 -3.29e-a7 1.1l6e-86
Joint test for NMormality on e: chiz(2) = 1.29 Prob > chiz2 = @8.5241
Joint test for Mormality on u: chiz(2) = .14 Prab > chiz2z = @&.2882

A pmall st 3R g 2 Ba Enitall anet T 1z 258 sps AlielEall CHREL el il (08} o5 a2l

- rhausman Random fixed ,reps(2aa) cluster
bootstrap in progroess
] ES f =

T L] ] = i - 1 =
............................................... so
CThis boetstrap wilill mpprexdmately toke another @h. 8min., L2sec. )
.................................................. E=S=Y
__________________________________________________ 1so
zoo

Cluster-Robu=t Hausman Test
Chased on e Doonstrap ropoetictions)

bL: cbhtminced From xtrog ROS_w BS_w ERNDCA_ww CEO_ww OHNG e OGNS CAR_er LER S LEWR__ww , o
b2: ocbrtained From xtreg ROE_w BS w TMNDCAS_w CEO _w OWNG_w OWNE__w CAR_ v LOR_wwr LEWR_w, Fe

Tests Hao 2 difFFeresnce in cosfFficdents Mmoot systematilc
CchiZfa) = (bil-bB2)3" = [v_boot=trapped{(bil-B23]~{-13 = (bi-b=)

- a._s=
Prob>ch i - L= = k== =

c?bl\ FNGE}
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https://www.bank-of-algeria.dz/wp-content/uploads/2023/02/04-2011.pdf
https://www.bank-of-algeria.dz/wp-content/uploads/2023/02/08-2011.pdf
https://www.bank-of-algeria.dz/wp-content/uploads/2023/02/01-14.pdf

