Corporate Ownership & Control / Volume 17, Issue 1, Autumn 2019

BOARD OF DIRECTOR’S
CHARACTERISTICS AND BANK
PERFORMANCE: EVIDENCE FROM GCC

REGION
Ehab R. Elbahar

* American University in the Emirates, Dubai, UAE
Contact details: American University in the Emirates, Dubai Intl. Academic City, P.O. Box 503000, Dubai, UAE

OPEN () ACCESS

How to cite this paper: Elbahar, E. R.
(2019). Board of director’s characteristics
and bank performance: Evidence from
GCC region. Corporate Ownership &
Control, 17(1), 14-23.
http://doi.org/10.224958/cocv1Tilart2

Copyright © 2019 The Authors

This work is licensed under a Creative
Commons Attribution 4.0 International
License (CC BY 4.0).
https://creativecommons.org/licenses/by/
4.0/

ISSN Online: 1810-3057
ISSN Print: 1727-9232

Received: 24.06.2019
Accepted: 03.09.2019

JEL Classification: M14, M40, M41, M42
DOI: 10.22495/cocvlTilart2

Abstract

The main purpose of the current study is to examine the
association between Corporate Governance’s (GC) variables
represented by board characteristics and Bank performance
measured by ROE and ROA in GCC banking sector. For the
purposes of this study, the sample of 68 banks in gulf countries
during the period from 2013 to 2017 have been selected and
divided the data to Islamic banks and conventional banks (16
Islamic banks, 52 Non-Islamic). Furthermore this study uses the
nonparametric regression OLS and Quantile analysis. The current
study suggest that the existence of female directors on the board
of director in last years is significantly associated with better
performance, we concludes that females in GCC banking sector in
latest years reached a high level of maturity in understanding
banking industry. Furthermore, this study suggests that the audit
committee associated positively and significantly with bank
performance, it means that the audit committee in latest years
plays important role in enhancing the performance. In addition to
the above, the political member on the board and risk committee
does not affect the performance significantly. Both of board size
and Sharia committee are associated positively and significantly
with performance.
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Characteristics, Gender Diversity, Audit Committee, Islamic and
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1. INTRODUCTION

COSO defined corporate governance as the
system of rules, practices, and processes by which a
firm is directed and controlled. Furthermore,

Corporate governance is addressed widely during
the past years in the business universe by all
stakeholders such as regulators, financial and
capital market participants, central banks and
shareholders around the world. This addressing is
due to the vital and important role of corporate

governance in achieving the strategic and
operational objectives of business firms.
The global financial scandals and crises

influenced and emphasized the vital role of boards
of directors and senior management in mitigating
the risks and enhance the corporate governance and
internal control systems which in return enhance
the returns and performance.

corporate governance essentially involves balancing
the interests of a company’s many stakeholders,
such as shareholders, management, customers,
suppliers, government and the community.
Additional to the above, the IIA defined corporate
governance as a relationship between all business
stakeholders. In addition, corporate governance
establishes the structure in light of goals and
objectives and determines the means of achieving
those objectives and monitoring the performance.
As per the literature review, it is obvious that
better corporate governance leads to better
performance. In this regard, several authors studied
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this relationship and highlighted the importance of
board characteristics and their implication on
performance. A vital question in this study is about
the maturity and the evolution of corporate
governance especially boar characteristics in last
years during the period from 2013 to 2017.

The main principles of strong corporate
governance are; transparency, accountability,
fairness, and responsibility, in banking sector these
principles are vital in giving legitimacy on corporate
level (OECD, 2004). In agreement with this concept,
the World Bank Report (2006) mentioned that these
principles have a strong implication on banking
sector and economic growth. Additional to the

above, one of the main roles of corporate
governance is to make sure that all major
stakeholders receive relevant and reliable

information in relation to the value of the firm,
furthermore, the corporate governance should
motivate the management to maximize firm value
instead of focusing on personal goals (Luo, 2005).

In reference to the structure of the firm and as
per the effective corporate governance, the firm’s
structure must reflect the strategic and operation
goals and determine the tools of achieving those
goals. In addition, the board of director has an
oversight role in monitoring the performance (Basel
Committee on Banking Supervision Principles for
enhancing corporate governance in October 2010).
The concept of corporate governance extends and
expands more than what is mentioned above to
include several components such as; board
composition, board size, existence of independent
directors; composition of various committees of the
board; and separation of chair of the board and
CEO, Anand (2005).

The current study aims to fill the literature gap
by providing empirical evidence of the maturity and
evolution of board characteristics and its
relationship with bank performance measured by
ROE and ROA using a sample of GCC banks over the
period from 2013 till 2017. Furthermore, this study
includes the following sections. The literature
review and hypotheses development will be
presented in Section 2. Section 3 presents the
research design and methodology followed by
results and discussion in Sections 4. Conclusion of
this study is presented in Section 5.

2. LITERATURE REVIEW AND HYPOTHESIS
DEVELOPMENT

As per the review of previous literature, different
results can be noted about the association between
Board characteristics and performance whereas a
number of researchers found a positive relationship
with bank performance, and other researchers
found that this relationship is negative, and others
found that no association.

Gulamhussen and Santa (2015) noted that
there is a significant and positive association
between the existence of female members and
performance. In consistence with the same result,
Low et al. (2015) concluded that there is positive
and significant association between performance
measured by ROE and the existence of increasing
number of female on the board. Furthermore,
Garcia-Mecaa et al. (2015) reached the same result
which is the gender diversity increases bank
performance. In the same context, Kenyanya et al.
(2017) noted that the board gender diversity

VIRTUS,

’

positively and significantly influences the value-
added performance. Owen and Temesvary (2018)
concluded that there is positive association between
the existence of female members in the board and
bank performance, this observation is only noted in
better-capitalized banks. Bennouri et al. (2018)
found that female directorship significantly
increases ROA and ROE, and significantly decreases
Tobin’s Q. Conyon and He (2017) concluded that the
presence of female members on the board has a
positive effect on firm performance.

In contrast with the above researchers,
Wachudi and Mboya (2012) concluded that board
gender diversity has no significant effect on bank
performance. Hoque and Muradoglu (2013)
concluded the same result whereas the existence of
female directors does not add any value to the
board. In the same line, Al-Musallia and Ismail
(2012) concluded that gender diversity is not
associated with IC performance. Sunday and Godwin
(2017) concluded that no significant relationship
between board gender diversity and financial
performance. Qamar et al. (2016) noted that the
presence of females as a director on board is not
helpful or fruitful for betterment of corporate
governance. Al-Yahyaee et al. (2017) concluded that
the presence of female members in the boards
suppresses the positive association between
corporate governance and market risk disclosures.
As per their analysis, this result is due to the culture
and conservatism nature of GCC societies in
business universe. Sherif and Anwar (2016)
concluded that gender diversity decreases bank
performance in MENA. Darmadi (2013) noted that
the female members in the board of director
associated negatively with firm performance
measured by (ROA and Tobin’s Q). Abobakr (2017)
indicated that the existence of female members has
no effect on bank performance.

Regarding non-executives, the independent
board members are associated significantly with
better bank performance measured by ROE (Brown &
Caylor, 2004). In the same line, Al-Hawary (2011)
found that higher percentage of non-executive
directors significantly associated with better
performance. Busta (2007) reached the same result
in number in Europe countries (France, Germany,
Italy, and Spain).

In reference to board size, there are numbers
of studies agree on the positive association with
performance, while another group of studies
disagrees with this positive association. Hermalin
and Weisbach (2001), Uwuigbe (2012), Bohren and
Strom (2007), Denis and de Andres et al. (2005) and
McConnell (2003) concluded that this correlation
with performance is negative. In the same line
Bennedsen et al. (2004) concluded the same result
between board size and performance which is
negative and significant.

Chen et al. (2015) provided evidence that there
is a positive relationship between audit committee
and earnings in Japanese firms. In contrast,
Durgavanshi, (2014) concluded that there is no
significant association between audit committee and
performance. In the same line, Klein (2002) and
Fanta et al. (2013) noted that the audit committee
significantly = and negatively  affects  bank
performance. In reference to risk committee,
Battaglia et al. (2015) concluded that there is
positive relationship between risk committee size
and banks ROE and ROA.
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Hermalin and Weisbach (2001) and Huson et al.
(2001) concluded that the board replaces poorly
performing CEOs to enhance and develop the firm’s
performance. Huson et al. (2004), Borokhovich et al.
(1996) and Farrell and Whidbee (2003) concluded
that the association between CEO turnover and
performance is significant and positive when the
CEO departures were followed by the appointment
of a new CEO from outside the firm.

Arouri et al. (2014) concluded that the
association between government ownership, CEO
duality and board size with performance is
insignificant. Furthermore, Basuony et al. (2014)
indicated that there is a significant association
between  corporate  governance and  bank
profitability. Board size and a number of outside
directors significantly affect Tobin’s Q, and the ROA
and PM are affected by audit committee, audit

ROE = B0+ p1Bsize + f2NEBM + B3Audcom + f[4Creditcom + f5Riskcom + B6CEOturn + f7Gender
+ 8Govown + f9Banksize + f10Btype + f11Shariacom + f12Numpolitical + ¢

ROA = B0 + f1Bsize + f2NEBM + B3Audcom + f4Creditcom + 5Riskcom + f6CEOturn + f7Gender
+ 8Govown + f9Banksize + f10Btype + f11Shariacom + f12Numpolitical + ¢

3.2. Dependent variable

The dependent variable in the current study is bank
performance measured by the proxy variable ROE
and ROA. Return on Equity (ROE) measures the
profitability of the business based on the equity of
the firm. This percentage measures how well firms
are employing investments in order to generate and
keep earnings growth. Return on Assets (ROA), this
ratio measures efficiency and effectiveness of firms
in generating returns on their economic resources.

committee meetings, and the age and size of the
bank.

3. RESEARCH DESIGN AND METHODOLOGY

This section presents the data collection, sample,
models, definitions and measurement of dependent
and independent variables.

3.1. Sample and data collection

In order to test the hypothesis of the current study,
we use data of 68 banks from the GCC region for
the period from 2013 to 2017. We gathered the data
from the annual reports of selected banks. To
examine the association between board
characteristics and Bank performance we employ
the following model:

(1

)

3.3. Independent variables

In this study we used 12 independent variables
classified into two groups. The first group is board
characteristics variables: percentage of non-
executive directors, gender diversity, board size,
CEO-Turnover, existence of BOD committees such as
audit committee, risk committee, credit &
investment committee and Sharia Committee and
number of political members. The second group is
control variables: bank type (Islamic and
conventional), ownership structure (government
ownership), firm size (bank size). Table 1 shows the
definition of current study variables.

Table 1. Definition and measurement of variables

Variable Definition Measurement

Bsize Board size Total number of board members

. The ratio of non-executive directors to the total number of
NEBM Percentage of non- executives di

irectors on the board
Audcom Audit committee 1 if there is audit committee and 0 if otherwise
Riskcom Risk committee 1 if there is risk committee and 0 if otherwise
Creditcom Credit and investment committee 1if the}"e is credit and investment committee and 0 if
otherwise

Shariacom Sharia committee 1 if there is sharia committee and 0 if otherwise
CEOturn CEO turnover 1 if it is the first year of CEOQ, 0 if otherwise
Gender Gender diversity 1 if there is female on the board, and 0 if otherwise
Govown Governmental ownership 1 if the government owns more than 50% and 0 if otherwise
Banksize Bank size The logarithm of total assets
Btype Bank type 1 if Islamic bank and 0 if otherwise
ROA Return on assets Bank’s net income / total assets
ROE Return on equity Bank’s net income to total equity
Numpolitical Number of political members on the board Total number of political members on the board

4, RESULTS AND DISCUSSION

STATA statistical computer package has been used
in the current study to analyze and test the
hypotheses. We use the Multivariate and bivariate
analysis to address the association between the
dependent variable and all independent variables.

VIRTUS,
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4.1. Descriptive statistics

Table 2 presents the descriptive statistics of the
independent variables. As mentioned in the table,
the range of non-executives is between 44% (min)
and 100% (max), while its mean is 92.8% which
considered a high percentage. The average board
size is 9.197, and the range is between 4 members
(min) and 16 members (max). Furthermore, the
number of political members on the board of
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directors is between 0 and 6 members and the mean
is lower than one member which is 0.873.

As indicated in Panel B, Islamic banks
represent 23.6% and the conventional banks
represent 76.4% of the total sample. Furthermore,
government banks represent 20.6% and the non-
government banks represent 79.4% out of the total
sample.

As per Panel B, 23.9% of the sample allocated
for female members and 76.1% for male members
which reflect the culture of GCC countries. In
addition to the above, 98.6% of the sample has audit
committees and 84.5% has risk committee and 34.4%
has credit and investment committee. 100% of
Islamic banks include Sharia committee which is in
conformance with central banks’ requirements.

Table 2. Descriptive statistics

Panel A: Descriptive statistics for regression variables

Variable Obs. Mean Min. Max. Std. Dev. Skewness Kurtosis
Bank size 340 16.561 10.08 20.514 2.3981 0.102 0.026
Board size 340 9.197 4 16 1.8781 0.623 0.057
Non-executives % 340 0.928 0.440 1 0.098 0.014 0.024
No. of political members 340 0.873 0 6 1.5434 0.102 2.325
ROA 340 0.011 -0.3670 0.102 0.0287 1.235 4.020
ROE 340 0.095 -0.395 0.290 0.0749 0.021 3.256
Panel B: Descriptive statistics of dummy variables
Variable N %
0 260 76.4
Bank type 1 80 23.6
340
0 270 79.4
Government ownership 1 70 20.6
340
0 259 76.1
Gender diversity 1 81 23.9
340
0 301 88.5
CEO turnover 1 39 11.5
340
0 5 14
Audit committee 1 335 98.6
340
0 223 65.6
Credit and investment committee 1 117 34.4
340
0 53 15.5
Risk committee 1 287 84.5
340
0 255 75
Sharia committee 1 85 25
340

As mentioned in Table 2 Panel A, some variables are
skewed which means that we need to pay more
attention through the analysis process. For
regression analysis purposes, we used STATA
software, and based on STATA, we employed a
number of graphical and numerical methods.
Furthermore, to check the multicollinearity we
employed correlation coefficients and Variance
Inflation Factors (VIF) with tolerance values. The
results of the VIF and correlations coefficients give
assurance that there is no multicollinearity. Gujarati

VIRTUS,
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(2003) indicates that there are no issues if the VIF is
lower than 10. (Groebner et al., 2005) indicated that
other authors suggest that the value of 5 could be
based as a rule of thumb. The maximum VIF in the
current study is 2.46, while 1.62 is the mean of VIF
which confirm our conclusion that there is no
multicollinearity in the current study. Additional to
the above, Table 3 (Panel A and Panel B) presents
Pearson correlation coefficients and Spearman
correlation coefficient between the independent
variables and dependent variable (respectively).
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Table 3. Correlation matrix

Panel A: Pearson correlation matrix

Btype Bsize Govown Boardsize NEEM Gender CEOturn Audcom Credcom RiskCom Shariacom | Numpolitical ROA ROE
Btype 1
Bsize -0.0808 1
Govown -0.111%* | 0.177%**
Boardsize 0.1783*** | -0.0189 i 1
NEBM 0.084 0.215%** 0.096 1
Gender -0.099* | -0.151%** .091* 0.206* 0.0685 1
CEOturn 0.018 0.045 0.002 0.0602 0.0587 1
Audcom 0.068 0.062 -0.078 0.0303 0.0683 0.044 1
Credcom 0.138** 0.029 0.023 0.3001%*** -0.0272 -0.0470 0.0885 1
Riskcom 0.124%** 0.078 0.037 0.2493*** 0.0119 0.0529 0.2843*** 0.2942%*** 1
Shariacom 0.961**= -0.127% 0.166*** 0.0674 -0.0688 0.0687 0.0708 0.1097** 0.1179** 1
Numpolitical -0.067 -0.128%* -0.019 0.0188 -0.1378** -0.0064 -0.0893 -0.0892 0.0384 -0.0859 1
ROA -0.007 0.033 0.000 -0.0199 -0.0770 -0.0302 -0.0005 -0.1456%** -0.058 -0.0107 0.0869 1
ROE -0.0935* 0.0514 -0.0110 0.0031 -0.1940%** -0.0902* 0.0408 -0.0313 -0.0426 -0.0923* 0.1334** 0.6679%** 1
Panel B: Spearman correlation matrix
Btype Bsize Govown Boardsize NEBM Gender CEOturn Audcom Credcom Riskcom Shariacom | Numpolitical ROA ROE
Btype 1
Bsize -0.0888 1
Govown -0.1119%* | 0.1988***
Boardsize 0.1313** 0.0014
Nexc 0.0379 0.0428 1
Gender -0.0996* [-0.1632%** * 0.0695
CEOturn -0.0745 -0.0215 0.0763
Audcom -0.009 0.0624 -0.1003* 0.0528 1
Credcom 0.0219 0.0282 0.0053 0.3304 0.0888 1
Riskcom 0.0818 0.0791 0.0372 0.2273 0.2842*** 0.2954%** 1
Shariacom ox -0.127%* 0.1186** 0.0322 0.0708 0.1097** 0.1179** 1
Numpolitical -0.0779 -0.0324 0.0212 -0.1597%** -0.0009 0.0391 -0.1107**
ROA -0.0049 0.0755 -0.1812%** 0.0498 -0.0911* -0.0807 -0.1369* 1
ROE -0.1014* 0.0432 0.104* -0.0431 0.0896* 0.0038 -0.0266 -0.1073** 0.638*** 1

Note: *Correlation is significant at the 0.10 level (2-tailed); ** Correlation is significant at the 0.05 level (2-tailed); *** Correlation is significant at the 0.01 level (2-tailed).
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4.2. Multivariate analysis

To ensure that the results are not method driven
but are robust across methods it is recommended to
use several approaches. In the current study to
analyze our data and test our model, we run two
different types of regression analysis; Ordinary
Least Squares regression (OLS) and Quantile data
regression. OLS is more commonly used and
considered linear regression and simple or multiple
depending on the number of explanatory variables.
Quantile regression method as a robust regression
analysis represents an example of techniques that
not focus on the sum of squared errors as in OLS
but focus on minimizing the sum of absolute
residuals. Furthermore, Quantile regression focuses
on the median and help in estimating either the
conditional median or other quantiles of the
response variable. In addition to the above, quantile
regression is considered an extension of linear
regression. The results of the OLS and Quantile
regression methods of the current study are
presented in Tables 4 and 5.

As indicated in Table 4, the presence of female
members on the board of director affects positively
the profitability of the GCC banking sector
represented by ROE. Furthermore, this result
reflects the positive enhancement level in maturity
and evolution of the role of female members in BOD
during last years compared to the results of
previous studies whereas (Elbahar et al.,, 2016)
indicated that there is week evidence that the
existence of female members affects positively the
performance and risk management of banks. In
addition to the above, Table 4 shows that the board
size is associated positively and significantly with
ROE at 1% level, this result means that the large
board size the large ROE. While Table 5 indicated
that there is no significant relationship between
board size and ROA.

As mentioned in Table 4 the relationship
between the audit committee and ROE is positive
and significant in both OLS and Quantile tests at 5%
and 1% respectively. Furthermore, as mentioned in

Table 5, the association between audit committee
and ROA is positive and significant in the Quantile
tests at 1% and insignificant in OLS test.

As per Table 4 and 5, the existence of political
members on the board of directors in all tests are
insignificant with ROE and ROA, we can explain this
result that the change in ROE or ROA cannot be
explained by any change in the existence of political
members in GCC banking sector.

Regarding risk committee and as per Table 5
its association with ROA is insignificant, but as
mentioned in Table 4 this association is negative
and significant at 10% significance level with ROE
using OLS test and this association is insignificant
under Quantile test.

Using the OLS and Quantile test, Sharia
committee variable is associated significantly and
positively with ROE at 10% and 1% respectively,
while this association is insignificant with ROA.

As per the Quantile test, we can note that the
replacement of the CEO is negatively and
significantly associated with ROA and ROE at 1% and
10% significance level. We can explain this result
that the replacement of CEO is associated with
better bank performance measured by ROE and
ROA.

Furthermore, the relationship between the non-
executive board member and ROE and ROA is
negative and significant at a 99% confidence level.
This result can be explained as the higher
percentage of non-executive members associated
with lower return on assets and equity.

In reference to control variables, we noted that
the association of bank size in all tests is positive
and significant with ROE and ROA. Regarding bank
type, the association with ROE is negative and
significant which means that Islamic banks are
associated with higher ROE and conventional banks
are associated with lower ROE. In addition to the
above, government ownership is insignificant in all
tests except for the association with ROA using
Quantile test which is negative and significant which
means that government banks are associated with
better ROA.

Table 4. Regression results using ROE

. OLS uantile
Variables Coef. P>t Coef. 2 P>t

Bank type -0.0645555 0.040 -0.07629 0.001
Bank size 0.0153621 0.000 0.012606 0.000
Government ownership -0.0009094 0.925 -0.01061 0.192
Board size 0.0023501 0.248 0.007535 0.000
NEBM -0.0470327 0.250 -0.08472 0.01
Gender diversity -0.0268775 0.003 -0.02170 0.004
CEO turnover -0.0134648 0.240 -0.01790 0.061
Audit committee 0.0614304 0.050 0.074963 0.002
Credit and investment committee 0.0000378 0.996 0.013919 0.047
Risk committee -0.0191415 0.081 -0.01036 0.250
Sharia committee 0.0515024 0.093 0.066958 0.002
No. of political members -0.0029442 0.256 0.003072 0.160

_cons -0.1684864 0.002 -0.1575 0.000

R? 0.270
Pseudo R? 0.1463
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Table 5. Regression results using ROA

Pearson Spearman

. OLS Quantile
Variables Coef. P>t Coef. P>t
Bank Type -0.004 0.759 -0.00035 0.890
Bank size 0.004391 0.000 0.001882 0.000
Government ownership -0.00092 0.819 -0.00178 0.037
Board size 0.000235 0.781 0.000294 0.108
NEBM -0.01283 0.451 -0.02242 0.000
Gender diversity -0.00226 0.542 -0.00113 0.158
CEQ turnover -0.00106 0.823 -0.003 0.003
Audit committee 0.008448 0.516 0.00741 0.004
Credit and investment committee -0.00786 0.022 -0.001 0.173
Risk committee -0.00458 0.315 -0.00069 0.473
Sharia committee 0.00678 0.595 -0.0014 0.573
No. of political members -0.00115 0.288 -0.00015 0.510
_cons -0.05169 0.021 -0.00359 0.443
R? 0.1381
Pseudo R? 0.1414
Table 6. A summary of results
Panel A: Association with ROE
Independent variables Bivariate analysis OLS Quantile

T-test Mann Whitney

Bank type (-)*

()** ()"

Bank size

Government ownership

Board size

NEBM

Gender diversity

CEO turnover ()*

Audit committee

Credit and investment
committee

Risk committee

Sharia committee ()*

(#H)** (H)**

No. of political members (+)**

Panel B: Association with ROA

Bivariate analysis

Independent variables

Pearson Spearman

OLS

T-test Mann Whitney

Bank type

(H)**

Bank size (4)**=

()%

Government ownership

Board size

NEBM

Gender diversity

(+)m':*

CEO turnover

()%

Audit committee

Credit and investment
committee

Risk committee

Sharia committee

(H)**

No. of political members

5. CONCLUSION

The current study investigates the relationship
between corporate governance represented by board
characteristics variables and bank performance
represented by ROE and ROA, moreover this study
focuses on investigating the evolution and the
maturity level of a number of variables in GCC
banking sector in last years such as gender
diversity, a number of political members on board,
board size, CEO turnover, nonexecutives, existence
of Sharia committee, audit committee and risk
committee and credit and investment committee.
Furthermore, it examined the association between
government ownership, bank type (Islamic and
conventional) and bank size with bank performance.
The current study wuses a sample of 340
observations from 68 banks in GCC banking sector.

The results provide evidence that the existence of
female members on the board of director in last
years is significantly associated with better

performance at 1% significance level, from this
result we conclude that females in last years
reached a good level of maturity related to deep
understanding of banking industry and how to add
value to boards of directors by enhancing the banks’
performance. Furthermore, the association between
board size and performance is positive and
significant at 1% significance level. Regarding the
existence of political members on the board and
bank performance, we noted that the change in
performance cannot be explained by the change in
political members’ number. Based on all analytical
tests of this study, we concluded that the Sharia
committee is associated significantly and positively
with ROE at 10% and 1% respectively, while this
association is insignificant with ROA.

In reference to the role of audit committee, this
study suggests that its association with ROE and
ROA is positive and significant which means that
the audit committee in banking sector in latest years
plays important role in enhancing the performance,
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on the other hand, and comparing to the previous
results of other studies, the board of director got
matured enough in understanding the banking
industry. Furthermore, the association between risk
committee and bank performance is insignificant
which means that the change in performance cannot
be explained by the change in risk committee, on the
other hand, risk committees in GCC banking sector
are not playing significant role in maximizing the
returns.

In relation to the replacement of the CEQ, it is
negatively and significantly associated with ROA
and ROE at 1% and 10% significance level. We can
explain this result that the replacement of the CEO
is associated with better bank performance.
Furthermore, we concluded that the relationship
between a non-executive board member and
performance is negative and significant, which could
be explained that the higher percentage of non-
executive members are associated with lower return
on assets and equity.

Regarding the control variables, this study
concludes that the association of bank size is
positive and significant with bank performance, this
result agrees with so many previous studies.
Furthermore, Islamic banks are associated with
higher ROE but regarding conventional banks, it is
associated with lower ROE. In addition to the above,
government ownership is insignificantly associated
with performance.

The current study contributes to the corporate
governance especially the BOD characteristics
literature by filling the gaps in literature in the GCC
banking sector. In addition, this study provides
reasonable evidence that there obvious maturity and
evolution in number of explanatory variables such
as the role of female members on BOD and the role
of audit committees in enhancing banks’
performance. Based on this study results, we can
suggest that these results could be generalized in
countries that have similar cultural and regulatory
environments and factors. Furthermore, some other
explanatory factors need more efforts to affect the
performance positively such as; political members,
risk committee and non-executive members.

In reference to the limitations of the current
study, it could be covered by future research to
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