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Abstract:

This study aims to examine the impact of governance on financial performance, considering the
mediating role of intellectual capital. To achieve this objective, Structural Equation Modeling (SEM)
techniques were employed using Smart-PLS 4 software, based on annual data from a sample of 17
commercial banks covering the period from 2011 to 2020. The governance variable (independent
variable) was represented by indicators such as the number of board meetings, board independence,
and the number of committees, the number of committee meetings, the number of governance
committee members, and the number of governance committee meetings. Conversely, the financial
performance variable (dependent variable) was represented by Return on Average Assets (ROAA),
Return on Average Equity (ROAE), and Net Interest Margin (NIM). Intellectual capital (mediating
variable) was represented by the Human Capital Efficiency Index and the Employed Capital Efficiency
Index. The study results revealed a statistically significant direct impact of governance on the financial
performance of banks and on intellectual capital within commercial banks. Additionally, a statistically
significant direct impact of intellectual capital levels on bank financial performance was found, as well
as a statistically significant impact of governance on the financial performance of commercial banks
with intellectual capital acting as a mediating variable. The results also indicate that intellectual capital
plays a significant role specifically, a complementary partial mediation effect in the relationship between
governance and financial performance of commercial banks.

Keywords: Governance, intellectual capital, financial performance, panel data.
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Gov5 <- Governance Index 0.885 0.870 0.039 22.983 0.000
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Ta Al ol pprial) A gy JAIA) i) (s e 520 3pn3l) Jalae (o (R230530 Jalaa (e 2353 (9) 485 Jsaall
Cun ez pail Aullany) i o) 83 gall arii 3 138 3ol i A1) il Wi 3 a1 Al (il A sial) Sl s
150 on R2 4 £ ) 55 L sale 5z saill Juadl daedla (N AoV aill s

R2uaaill Jalas (9) ady Jia

R-square R-square adjusted
Financial Performance 0.616 0.611
Intellectual Capital 0.101 0.095

Oasa 25 ¢ sl e (0.101 0.616) ——— 4 Le (R? apanil) Jalray oy o8 4y jpuaiil] 3 58 () il gl
M\JJS\ a&‘;mﬁd\ L’éw\
ad 055 O gy Alalall by sl e 23 aill 5,08 (00wl ) Q2 Ay sl dae Dl i se a3y (10) a8 Jsaall
s OIS Aliaal) il Ly o) 4y Cangianal) Sl 73 saill () (1 ing 1368 ¢ il (e ST Jaliiall ) Sl

Q2 45l dae Sl 1(10) a8 J g2

Q?predict RMSE MAE
Intellectual Capital 0.074 0.989 0.693

Financial Performance 0.085 0.985 0.683

o2 A adizall laill Gada a5 il (e ST A AN @ i) ges o il e odled Cpall Jgaall e
Al

el e Al @l el 5l e sy leall 18 ceffect size (2) L) ana Gase aai (11) A Jsaal)

) 350 0.02 (o SV 2 a8 jiiny Lasale caalill pniall (a8 Jie yrie JS adloy (520 gl ) s g0 8 IS 2100

(2) il aas 1(11) pdy Jssa
f-square
Governance Index -> Financial Performance 0.022
Governance Index -> Intellectual Capital 0.112
Intellectual Capital -> FINANCIAL Performance 1.311

e 5L e 0,02 dall st Ll anal 2 (il af aaen Of il jedii oMol aall Jsaall (g
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oa A U Sall oy aal) 2ol ds 52 sl (VIF) A1 ol st Jalaa w iage a8y (12) a3 g2l
u,S.uLAA.u:qud\ua).\.&uh)wd&uyslnﬂAw\u\e}mj\ujcdy&d\wj‘w\u\w\uud\

5 e B8 VIF 4
(VIF) ool adeat Jalas 3(12) pd) Jg2a
VIF
CEE 1.246
Gov2 2.249
Gov3 1.397
Gov4 1.979
Gov5 4.036
Gov7 2.385
Gov8 2.769
HCE 1.246
NIM 1.447
ROAA 4.933
ROAE 4.073

planil g o ) s Lae (5 e BT il VIF it o aaen o il el oMol Ganall Jgaall (ga s
i) G dawial) el Ll Y1 A
il i) JLAR) g leeal) cdlalas

Direct 5 ilal <l il & diaiall 5 jlusall blebae e ALl Jgland) (5 sind dadiall il slaall ) 1ol
Original i el Ly ad el Cus «Total Effect (S Y15 Indirect Effects 3 8Ll il s Effects
P 85 « T statisticsaé;s Standard deviationi: b=l Uil 235 <sample (Coefficients)
r A sl e e e (Sars .Smart-PLS 4 gl g aladinls Lebea o3 #i) 5 cvalues
. Direct Effects :5_ bl i il
arginall 73 saill Direct Effects 3 bl <l il dalaiall cilaca jall 305 (13) ) Jsanl) e

Direct Effects bl < il 1(14) a8, Jg

Path coefficients (Direct Effects) Coeff | St.d T P
Governance Index -> Financial Performance -0.098 | 0.050 | 1.967 [ 0.049
Governance Index -> Intellectual Capital -0.317 | 0.062 | 5.121 | 0.000
Intellectual Capital -> Financial Performance 0.748 | 0.062 | 12.001 [ 0.000

S gl Gl (5 ginsal diloan) A2 53 j8le il 3 sa g0 gt G (Hy ) Y Al ) dpa il sy
oA gl pdae Jgo o Alalal) G jleadl W) elaY) e d sl

Fas sl RSl 55 Ca Lo Gl ol i agn s ) Al 50 edgd A el HLEAY) il o L
- AL 4 Ll Ly 4a8 Y )l Financial Performance W «13Y1 ¢ s (Governance Index)
ilas] A2 p dads 1.96 e STt dad ga o Jlall ol 5 AaSsall jh5e o e il 5a5 I 25 0.098
D) U e S gl 3t 0 e Las «%5 Ay sina (5 sinua ie dpa il 038 s X5 Laa (p = 0.049)
Aglian AV 5 s VAR L) dalra o) e 4dle oLy s iy jlaill Cijlaall Jlall ¢aY) e Ll
e Ll A sall Gadai (5 stsdd Ailima) A2 33 yilue S 2gm sy gl ) (Hy) 4 Lo i) jlgay
el sl adae Js G Alalall i jlaall (5 Sal JWl

(Govemance Index) A gall 4aS gall ( Jans gia b S agag ) G Ay jadll LAy oy <L
G iy 0,317 AL A 4 bl Wy dad Y1 13 3) (Intellectual Capital) S8 Jw) Gl )5 G
Les ¢(p = 0.000) as] 413 p dadiy 1,96 o ST t A aa (s SEl Jlall Gl )5 4 sall G ol i 29
Juall Gl e Ul i) ) Jaa a8 sall gt () e Ja Laa «%5 4 sina 5 s die A il 028 J o S5
DY) 138 s dgilan) AV 53 sa Y1 AR jlusdd) Jalae off g agle el g iy lall o jlal g Sl
sl 3 Aida ) ) SISy Lo Aa s a8 g (Gl (8 Ay oY) kel iy fase i) Jlaia) Lo
A yadll
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Sl oY) e g Sall Jlall Gl ) dglian) AV 03 il il 2 sm g gaii ) () 43060 4z dll lasy
e nlal gl uaa J5 g8 Alaladl G jliaall

(Intellectual Capital) Sl Jul Gl s G s 58 laal S asm s () Ay il JLEaY) il < L
dsas ) iy 0.748 AW 4l 4y jLedll Uy dad Y1 128 3) Financial Performance Wl «13Y) ¢
«(p = 0.000) ilas) 21> p Zadis 1.96 (o »SI tdasd ae ¢ Il el 5 (5 S JU Gl 5 G (58 ) il
e A1 Y ey 5 SE Ol el o e Jas Lo %5 4 sina (5 siae tie A ill o2 (58 2S5 Las
Agliaa) Y2 53 sa AV A8 el Jabaa o gt agle oLy ey il Gijlaall i jladll L) 61Y)
Indirect Effects : sl i)

(agiudll =350l Indirect Effects salad) juall 5l dilaid) cilpa jill 2l (15) & sl =y
1391 e dgnsns 5l AuS gl (Gl (5 sndd Ailoan) A5 3 S 3 5m s Bl G (Hy) A ) Ap il LY
sy iS5 SA Jlal Gl 1 5 g g0 4 )l o jliaall L

Indirect Effects sdbuall ) il 1(15) ay Jo2
Indirect Effects Coeff St. d T P

Governance Index -> Financial Performance -0.237 0.047 | 4.999 | 0.000

Jum 8 Al Cojaadl L) elaY) e A sall piisal piluall pe 31 o A el HLaa¥) miln el
o OS]t Aad e -0.237 AW A jleal) Ui Ry (g sinas (il OIS dmanny 5uiieS (g SE JWal) Gl W 35m
o S) 585 %5 Ay sina (5 siue ie A il o Jsd XS Lee ((p = 0.000) Libas) Ala p 4ady 1.96
-0.098 Aalull Led & jlonall Uiy A S il 5yl il
:Total Effect : <! SV

OHRYy waginall 7354l Total Effect SN 8l dslaiall Slus il 35 (16) @ Jsaall G
L sl A gall Baadat (o 48Dl b Ailian) AV 531 ) 90 Gaaly (o Sal QL) (l 5 o (i i) A )1 g 53l
el ol Gudae Jsall 8 Alalal) A jlall Cojlaall 3 W) e1aY

Total Effect S Y :(16) Ay Jgaa

Total Effects Coeff St. d T P
Governance Index -> Financial Performance -0.335 0.069 | 4.846 [ 0.000
Governance Index -> Intellectual Capital -0.317 0.062 | 5.121 [ 0.000
Intellectual Capital -> Financial Performance 0.748 0.062 | 12.001 | 0.000

SIS Ll O LS (%5 ) 4 sina (5 sinse die bl p g p8ball V) 4 gine A el LAY il el
il o3 S (L) e Y+ Salall Y = S 31 Sl ) s bl Y1 pes deals sa 530
4 ae Financial Performance W ¢15Y) ou s (Governance Index) dws sal 4aS sall 55 G
B3 4.846 tiad me o Jlll el S sall S350 Gn A 2sas Y iy -0.335 Aadldl 4y jladl) Uiy
Ju Lea (%5 & yina (5 sl die i jill 038 J 35 Laa ¢(p = 0.000) Uibas) W13 p dadis 1.96 oo S
Ssas o BLEDN Linday Le 138 5 oy lacll Cajliaall W) ela¥) e Wl il ) o 4aS sall Gkt of e
4 sina (5 s dic A il o2 58 X5 Las «(Complementary Partial Mediation ) 4:alSs 43 ja 4l
#1215 L sl A€ gall Gk A8Dad) A Ailian) AN 53 1) 50 ey (g KAl W)l o) Y 5 %5
LS gl S e 5SY) 6 el o s Lae cadal) ¢ lal) (ulae Jsall 8 Aalad) 2 5l G jladll 8 )
(Sl Ll Gl Ao g JiEy dpusss 5all
:Results and Recommendations :<bua gill 5 gilidl)

Gl el e AaSsall 3 ol g S8 Ul Gl ) das gl sall bl ale JSG) dul ol o e
e Al e1aY) 5 AaS gall G aaas ) Adalis gl) 038 & 5 and s e aalad) o sladll (ulae 50 8 el o jlaall
li jme 17 J4LLEN (panel data) &) sie 4 sis cilily e dlaie YU i ddalu g of 408 Aol g il 4| gas
Al Al Cijliadd 4y g 33aD 170 g senes 2020 A ) 2011 A e Baal) At ) 3yl J3IA L jlas
alaaiuly dly «Structural Equation Modeling (SEM) 4!l ¥ abaall dadai il aladinly cddagival)
JUd) Gl i Gum il paaial) G 8 alall e 55 paluall @l il Al ety (Smart-PLS 4 gl
sl (Governance Index) A sall A gall aa8 Laiy Jass ol il (Intellectual Capital) _sdl
&9 sidl (Financial Performance) () ¢la¥) 5 ¢Jiidll
sl Balall) A e Al (jSay il e ddaa oo Al Al CliS
o jaaall Il e1a¥) e ds pall daS ) Gaadal (5 sl dplian) AVY 55 Chman alu il Sl o,y -
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Al yall e
Gl (5 Sl Ll (e s all A gl ki (5 sl Tflian) AV 53 s i ol e flagmy -
Al Al de

Al Al de Cajlaall JWd) oY) e oS8l Jlall Gl ) ddlan) AV 53 58 ol ydle il asay -

ol 2 s s Ayl Cajlall Ll g oY) e G sall S ) Gakai (5 el Aglian) AV 3 il asay -
Ay eSSl Jl)

JEAION| a5 Ao gall A sal) AL (3laty Lasd e osall J) o) LLlKs A e Adalay 5 2y -
Al G jladl

-4l Cilua gilly TIAN (S Alal) Ayl Led) culia g A il e sl

Glasind g el g cuatll Jia 4 pdall o)) gall 36 e &l sl Ju o) ¢ s ga olaiayl Baby -
Sl eIV 3 5eil (g By el il T (e Led Las e i)

W 1 il 8 laill g &g pead) debiall (3 s ey Apesns sl A pall i e o s puall bl -
il 1o el pise e Gl g g Sall Qi (ul ) e Al

1) sall daild

1)) gl pall N
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