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This study aims to determine the
impact of the board of directors
mechanism on the financial
performance of Algerian commercial
banks during the period 2010-2016, for
a sample of 11 commercial banks
operating in Algeria, 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 ROE, and a
statistically significant negative effect
between the separate the work of the
chief executive officer and the
chairman of the board of directors of
and ROA.

Keywords :bank governance, board
of director, financial performance,
Algerian banks.
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reg ROA BS CEO

Source ss df MS Number of obs 77

F(2, 74) 12.36

Model 26.2668595 2 13.1334297 Prob > F 0.0000

Residual 78.6507354 74 1.06284778 R-squared 0.2504

Adj R-squared 0.2301

Total 104.917595 76 1.38049467 Root MSE 1.0309

ROA Coef.  Std. Err. t P>|t] [95% Conf. Interval

BS .0180076 .0866855 0.21 0.836 -.154717 .1907322

CEO -1.242616  .2519097 -4.93  0.000 -1.744557 -.740675

_cons 2.577798 .538138 4.79 0.000 1.505534 3.650061

. reg ROE BS CEO

Source Ss daf Ms Number of obs = 77
F(2, 74) 11.19
Model 734.672307 2 367.336153 Prob > F 0.0001
Residual 2428.78487 74 32.8214172 R-sguared 0.2322
Adj R-squared 0.2115
Total 3163.45718 76 41.6244366 Root MSE 5.729
ROE Coef. std. Err. t P>t [95% Conf. Interval]
BS —-2.111739 .4817143 —-4.38 0.000 -3.071576 -1.151902
CEO 3.472594 1.399871 2.48 0.015 .6832899 6.261898
_cons 23.16903 2.990452 7.75 0.000 17.21042 29.12763

zasai ROA L5l cili) ¢ dgad riags :(02) alall

. xtreg ROA BS CEO, fe

Fixed-effects (within) regression Number of obs = 77
Group variable: ind Number of groups = 11
Obs per group:
within = 0.0392 min = 7
between = 0.2461 avg = 7.0
overall = 0.1637 max = 7
F(2,64) = 1.31
corr(u_i, Xb) = 0.2350 Prob > F = 0.2779
ROA Coef. std. Err. t P>t [95% Conf. Interval
BS .1251682 .1260988 0.99  0.325 1267431 .3770794
CEO -.5122422 .4199469 -1.22 0.227 -1.351183 .3266982
_cons 1.672906 .7995579 2.09  0.040 .0756053 3.270206
sigma_u .8899214
sigma_e .74337593
rho .58900716 (fraction of variance due to u_i

F test that all u_i=0:

F (10,

64) = 7.83

Prob > F = 0.0000

ROEz 3sai

FQ()Ezcziﬁad
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xtreg ROE BS CEO, fe

Fixed-effects (within) regression Number of obs = 77
Group variable: ind Number of groups = 11
R-sq: Obs per group:
within = 0.0207 min = 7
between = 0.2454 avg = 7.0
overall = 0.1166 max = 7
F(2,64) 0.68
corr(u_i, Xb) = -0.5292 Prob > F 0.5122
ROE Coef. std. Err. t P>t] [95% Conf. Interval
BS .2852055 .5986893 0.48 0.635 -.9108138 1.481225
CEO -2.059963 1.993816 -1.03 0.305 -6.043068 1.923143
_cons 10.31308 3.796126 2.72 0.008 2.729442 17.89671
sigma_u 6.2956426
sigma_e 3.5293862
rho .76087225 (fraction of variance due to u_i)
F test that all u_i=0: F(10, 64) = 13.10 Prob > F = 0.0000

ROA zisas  Agilgdal) cpilil) ¢ 3sai :(03) Galal

streg ROA BS CHO, re

Random-effects GLS regression Number of obs = 77
Group variable: ind Number of groups = 11

R-sq: Obs per group:
within = 0.0343 min = 7
between = 0.3712 avg = 7.0
overall = 0.2367 max = 7
Wald chiZ2(2) 6.12
corr(u_i, X) = 0 (assumed) Prob > chi2 0.0470
ROA Coef. Std. Err. z P>|z| [95% Conf. Intervall
BS .0777527 .1085681 0.72 0.474 -.1350369 2905422
CEO -.8203156 .3439255 -2.39 0.017 -1.494397 -.1462341
cons 2.068197 .7214409 2.87 0.004 .6541993 3.482195

igma_u .80717976
.74337593
rho -54107945 (fraction of variance due to u_i)
ROEz s
wtres moE 55 cEo, xe

Random-effects GLS Number of obs = 7
Group variable a Number of groups = 11

— obs per group:
within = 0.0001 min = 7
Between - 0.0754 i 7.0
overall = 0.0469 max = 7
Wald chi2(2) = 0.39
corr(u_i, X) = 0 (assumed) Prob > chi2 - 0.8240
ROE Coef. Std. Err. z P>z [95% Conf. Interval]
BS —.2901559 .5550708 -0.52 0.601 —1.378075 .7977629
cEo | -.sss0sss  1.774031  —0.33 0.740  -i.065108  5.s88565
cons 13.35044 3.749936 3.56 0.000 6.000696 20.70017

sigma_u
sigma_e
rho

4.4378001
3.5293862
.61255613

(fraction

of variance

due

to u_i)
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z3s« ROA Breusch Pagan jLii) :(04) Ggalal)

xttest0

Breusch and Pagan Lagrangian multiplier test for random effects
ROA[ind,t] = Xb + ul[ind] + e[ind,t]

Estimated results:

var sd = sqrt (Var)
ROA 1.380495 1.174945
e .5526078 .7433759
u .6515392 .8071798
Test: Vvar(u) = 0
chibar2(01) = 45.93
Prob > chibar2 =  0.0000

z2<ROE
Breusch and Pagan Lagrangian multiplier test for random effects
ROE[ind,t] = Xb + u[ind] + e[ind,t]

Estimated results:

Var sd = sqrt(Var)
ROE 41.62444 6.4517
e 12.45657 3.529386
u 19.69407 4.4378
Test: vVvar(u) = 0
chibar2 (01) = 50.46
Prob > chibar2 = 0.0000

ROAz 35« Hausman i :(05) (3alal)

hausman fe

——— Coefficients ——

(b) (B) (b-B) sgrt (diag (V_b-V_B))
fe - Difference S.E.
BS .1251682 L0777527 .0474155 .0641394
CEO .5122422 —.8203156 .3080735 .2409785
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(2) = (b-B)'[(V_b-V_B)"(-1)] (b-B)
= 1.82
Prob>chi2 = 0.4021

ROE Ezbjud

hausman fe

() (b-B) sqrt (diag (V_b-V_B)
fe Difference s.E.
cEO -2.059963 -.5880688 -1.471894 .9100083
BS .2852055 -.2901559 .5753614 .2243329
b — consistent under Ho and H obtained from xtreg
B inconsistent under Ha, efficient under Ho; obtained from xtreg
Test Ho: difference in coefficients not systematic
chi2(2) = (b-B) ' [(V_b-V_B)"(-1)] (b-B)
14.34
- 0.o0o008

Prob>chiz
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ROA GSJA; gﬁ\.ﬁ\ Jaluiy) JL.C\&\:(O6) dgalall
xtserial ROA BS CEO
Wooldridge test for autocorrelation in panel data
HO: no first-order autocorrelation

F( 1, 10) = 31.473
Prob > F = 0.0002

ROE ¢33
xtserial ROE BS CEO

Wooldridge test for autocorrelation in panel data
HO: no first-order autocorrelation
o1, 10) = 15.433
Prob > F = 0.0028

ROEz3se cplidll @l JLad):(07) Ggalal)
Modified Wald test for groupwise heteroskedasticity
in fixed effect regression model

HO: sigma(i)”"2 = sigma”2 for all i

chi2 (11) = 14211.25
Prob>chi2 = 0.0000

ROAzZ 54 g dgalll praniai :(08) (galall

(note: estimates of rho outside [-1,1] bounded to be in the range [-1,1])

Prais-Winsten regression, heteroskedastic panels corrected standard errors

Group variable: ind Number of obs = 77
Time variable year Number of groups = 11
Panels: heteroskedastic (balanced) Obs per group:
Autocorrelation: common AR (1) min = 7
avg 7
masx 7
Estimated covariances = 11 R-squared = 0.3510
= 1 Wald chi2(2) = 10.91
Estimated coefficients = 3 Prob > chi2 = 0.0043
Het-corrected
ROA Coef. std. Err. z P>z [95% Conf. Interval
BS .0438145 .0845263 0.52 0.604 -.121854 .209483
cEo -1.257107 .3815582 -3.29 0.001 -2.004947 -.5092665
_cons 2.413898 .5493614 4.39 0.000 1.33717 3.490627
rho .62614

ROE gise

Cross-sectional time-series FGLS regression

Coefficient generalized least sguar
Panels: heteroskedastic
Correlation: common AR (1) coefficient for all panels (0.5517)
Estimated covariances - 11 Number of obs - 77
Estimated autocorrelations = 1 Number of groups = 11
Estimated coefficients 3 Time periods = 7
Wald chiz (2) = 9.55
Prob > chi2 = 0.0084
ROE Coef. s5td. Err. z P>|z| [95% Conf. Interval]
BS -.9336939  .3673625 -2.54  0.011 -1.653711  -.2136767
cEo 1.370248  1.114762 1.23  o0.219 ~.8146459 3.555141
cons 16.29579 2.35206 6.93 0.000 11.68584 20.90574
. " YR -
Bt Las) :(09) @alal)
Variable VIF 1/VIF
BS 1.03 0.972587
CEO 1.03 0.972587
Mean VIF 1.03
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