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The Relationship between the Characteristics of the Board
of Directors and Performance of Companies with Reference
to Yemeni Banks

Abstract:

The study investigated the relationship between the board of directors’
characteristics and performance in the Yemeni banks. It aimed to identify the
variables of the board of directors’ characteristics, and then develop a model
to measure such relationships. To achieve the study objectives, panel data of 10
Yemeni banks for the years 2000-2013 were used. The study also developed 13
independent variables related to characteristics of the board of directors and two
dependent variables pertinent to finance performance. The study used multiple
regression models to test this relationship. The econometric program (EVIEWS)
was also used. The study results showed that there were positive relationships
between the number of meetings, the dual role of CEOs, CEO and board
members’ salaries and remuneration and their percentage of ownership, on
the one hand, and between the ROE and ROA on the other hand. In addition,
the results revealed a negative relationship between the board size, number of
executive members, qualifications of the CEO, and the ROE and ROA. However,
there were conflicting results of the relationships between the number of audit
committee members and the ROE and ROA. Therefore, it was recommended
that banks form effective structure of boards of directors with good characteristics
that could have positive effect on performance. It was also recommended that
the Central Bank of Yemen encourage banks to provide regular data on the
BOD for researchers and for the board of directors and other interested groups
to evaluate the board performance and commitment to corporate governance
indicators. The study also recommended that the board and the Central Bank
enhance the participation of women in the boards.

Keywords: Board of directors, Characteristics of the board of directors, Bank
performance, ROE, ROA.
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Y1 =B(0,1,2,3,4,5,9,10,11,12,13,14).X(0,1,2,3,4,5,9,10,11,12,13,14)+e
Y2 =B(0,1,2,3,4,5,9,10,11,12,13,14).X(0,1,2,3,4,5,9,10,11,12,13,14)+e
(GO ot day A gl e ilatt Jume) Y | aalit pudialt yuod®W i poazs 4-2
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(Cross-section SUR) o131 ptasiats (Y 1) sl iielt jiamid gages oo :(3) Joun
Dependent Variable: Y1
Method: Panel EGLS (Cross-section SUR)
Date: 03/26/17 Time: 23:27

Sample: 2000-2013
Periods included: 14

Cross-sections included: 10

Total panel (balanced) observations: 140

Linear estimation after one-step weighting matrix

Variable Coefficient  Std. Error  1-Statistic Prob.
X1 -0.746520 0.267854 -2.787047 0.0061
X2 3.212825 0.418919  7.669317 0.0000
X3 3.586820 0.438283 8.183792 0.0000
X4 9.683127 1.341370 7.218835 0.0000
X5 -1.17E-06 3.45E-07 -3.378379 0.0010
X9 0.355474 0.280170 1.268778 0.2068
X10 0.053833 0.007169  7.509415 0.0000
X11 -0.021620 0.016598 -1.302568 0.1951
X12 1.003028 0.299644  3.347394 0.0011
X13 0.227189 0.055112 4.122326 0.0001
X14 0.260869 0.074805  3.487312 0.0007

C -41.80954 6.321289 -6.614084 0.0000
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Coefficient

Std. Error

1-Statistic Prob.

R-squared 0.913307 Mean dependent var 1.640632
Adjusted R-squared 0.905856 S.D. dependent var 9.396473
S.E. of regression 1.027181 Sum squared resid 135.0529
F-statistic 122.5879 Durbin-Watson stat 1.947244
Prob(F-statistic) 0.000000

Unweighted Statistics

R-squared

0.438655

Mean dependent var

11.76714

Sum squared resid

13558.82

Durbin-Watson stat

0.862746

iy O 39 ¥ 1 pludiwly (Y1) gl et 5 oW 3 903yt 320 (pamial (A1 (3) Jgedant ! (10
o i3 108 g (L 335 0.9] Cal Cuos (Axdl po Julall dadadl | Jalae dad oY El3y ZAget Aygine
1489 1.95 CAb oo (AL 3o (9| 9 (33 303 Aak® O LaS (30l Alac 2 A4 LaS g i gell 3)u Sle
(S 3ian AV 72903 3k g (A gdiial Undd1) (B19.0) 2. (313 do L 5 35 g ks e i pli30
Aygiae 5l di¥ I O Salas @lane o i 36 Liasls dall Aygluwe F LS Y 2dlaio ) Aadl G
520 B gt Lid gyt piihn Iibos 0.05 A giall (5 s (o JBT OIS T HLCS Y Ao ¥ Aol G

L A e Ly 31T g Bk | g Ao jonS Orlalal) Angime HLCY W g (g HLiS Ly

L i e Ly 8lig Bus 1y Be jnS AlELl | Oyl G gias pamal wlly Hlist :(4) Jgan

Wald Test:

Equation: EQ_Y1_WIEGHTED

Test-Statistic Value df Probability
F- Statistic 1042.884 (12, 128) 0.0000
Chi-square 12514.16 12 0.0000
Null Hypothesis: C(1)=C(2)=C(3)=C(4)=

c(1m)=C(1

C(5
2)=0

)=C(6)=C(7)=C(8)=C(9)=C(10)=

Aty JHLET Adalt (1S 58 (428 43 S g plaeiall Ay glue Al Lol M1 Aa@l 1 (4) J gt (o das Mg
G Laa g (031593 Ly kel 5131 5atS 2 (Y1) aa bl il (e oyl 2 AlEud) O kit Ay gine
1 AYIS el 1gh il IS g (Y1) il (e 3uilll cowlin g x50 1B (3 il

Y1 =

-0.746520387802*X1 + 3.21282538307*X2 + 3.58682031035*X3

+ 9.68312731977*X4 - 1.16597938763e-06*X5 + 0.355473638661*X9 +
0.0538329033702*X10 -0.0216200554402*X11 + 1.00302785797*X12 +
0.227189269006*X13 + 0.260869300286*X14 - 41.8095385614
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Dependent Variable: Y2

Method: Panel EGLS (Cross-section SUR)

Date: 03/27/17 Time: 00:30

Sample (adjusted): 2001-2013

Periods included: 13

Cross-sections included:

10

Total panel (balanced) observations: 130

lterate coefficients after one-step weighting matrix

Convergence achieved after 20 total coef iterations

Variable Coefficient  Std. Error  t-Statistic Prob.

X1 -0.054521 0.038586 -1.412961 0.1603

X2 -0.013690  0.050731 -0.269859 0.7877

X3 0.094550 0.054163  1.745658 0.0835

X4 -0.025452  0.007597 -3.350238 0.0011

X5 -2.03E-08 2.84E-08 -0.715860 0.4755

X9 -0.196151 0.043455 -4.513912 0.0000

X10 0.002932 0.000960  3.054579 0.0028

X11 -0.006331 0.004796 -1.320138 0.1894

X12 -0.090138  0.061496 -1.465754 0.1454

X13 0.032042 0.015512  2.065613 0.0411

X14 0.042102 0.010523 4.000886 0.0001

C -1.320904 1.105050 -1.195335 0.2344

AR(1) 0.535485 0.078533  6.818598 0.0000

eighted Statistics
R-squared 0.665177 Mean dependent var 3.165083
Adjusted R-squared 0.630836 S.D. dependent var 3.524103
S.E. of regression 0.984831 Sum squared resid 113.4775
F-statistic 19.36988 Durbin-Watson stat 2.139696
Prob(F-statistic) 0.000000
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Variable Coefficient  Std. Error  t-Statistic Prob.
Unweighted Statistics
R-squared 0.540444 Mean dependent var 0.833246
Sum squared resid 83.24644 Durbin-Watson stat 2.476214
Inverted AR Roots 54

Wiplie Aeid (Juadi ;89 063 dauonit) Jalne shine Aad Ay i (3159Y 1 g0 Loyl Zagad Juadi pliang
G291 339> HLas1 2 (Determination Coefficient) dosdoit Joslas puiniou  3Led! A
Oyl ATy U8 paasT (St (i 2 L il (AST 3l (p0 A 51 Amaacil ) () poidicd 909 (5 AL g
1Y 9l e Y2 2l jiiall Hdoi¥ ) Alalne (980w Y LTL g g gl oyl ALELu
Y2 =-0.0545211514429*X1-0.013690083002*X2 + 0.0945503110586*X3
-0.0254524380705*X4 - 2.03314131502e-08*X5 - 0.196150728576*X9 +
0.0029321662133*X10-0.00633125512857*X11-0.0901381945575*X12
+ 0.0320416593493*X13 + 0.0421019724578*X14 - 1.32090445065 +
[AR(1)=0.535484885109]
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