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Board Diversity and Its Impact on Corporate Performance of Public Companies Listed in Amman

Stock Exchange: The Case of Banks and Insurance Companies

Husam M. khadash , Abdulrahman Washali

ABSTRACT

Board of directors has an important role in leading success of companies' performance. The board has very
distinct functions and responsibilities within the organization. Basically, it is the role of the board of directors to
hire the CEO or general manager of the business and evaluate the overall direction and strategy. Boards have
major tasks, as stated in different regulations, such as responsibilities of top management and its performance
assessment, its strategic objectives and risk management, in addition to organizing the relation with different
stakeholders. Recently, there have been considerable discussions among academic researchers about differences
and diversity of the board of directors, which gained a wide range of interest through studies conducted and points
of views given because of their impact on firm performance. The current study aims at examining the impact of
board diversity on the financial performance through investigating all banks and insurance companies listed in
Amman Stock Exchange. These included 15 banks and 23 insurance companies for the financial period (2010-
2015). Descriptive results revealed a poor representation of females and PhD holders as members in the board of
directors compared to an acceptable representation of other members who are foreigners and master degree
holders. In contrast, boards of directors show a high representation of non-executive members. In the same context
and based on (LM) test for selecting between (OLS) model and random model effects (RMEs), the study
concluded that there is no impact of gender, nationality and educational diversity on return on assets (ROA) or on
return on equity (ROE).
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Variable Coefficient | Stand. Err. t P>|t|
Gender diversity .021 .054 0.39 | 0.696
Nationality Diversity | -.017 018 -0.96 | 0.338
Education Diversity | .006 .039 0.17 | 0.864
Industry -.066 .022 -2.90 | 0.004
Sizelog .041 011 3.65 | 0.000
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Prob> chi2 0.0285
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i) zisal by (HO) Ll anenill laaiy)
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Variable Coefficient Stand. t P>|t|
Err.

Gender .046 225 0.21 | 0.837

diversity

Nationality | -.049 .076 -0.65 | 0.517

Diversity

Education -.131 .166 -0.79 | 0.431

Diversity

Industry -.101 .095 -1.01 | 0.289

Sizelog 119 .047 2.52 10.013

-Cons -.871 350 0.014 | 0.014

Number of observation 228

R-Square 0.074

Adj R-squared. 0.053

Prob>F 0.0040

(5) At dsoa
LM Breusch-Pagan _JLis) il
Variable Var sd = sqrt(Var)
ROA .003 .058
e .002 054
u .000 015

Test: Var(u)=0  chibar2(01) =1.07
Prob > chibar2 = 0.1505

o Slel dsaall i P e W cpn

dpadall dicaydll da by prob=0.1505 > 0.05

A z3salll s (OLS) sl zisas of ira
(ROA) W ¢l i aladialy dudyall bl
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0.05 dieall AN (s5ise (50 i a5 0.0040 ity
L dilany) &alill e Jsite z3sall oh e Vg
Caly i zigaill (R-square) wasil)l Jaled dilly
Lo i J3Y) (alaa g5 Cilydga of Sy Jiny 0.0743
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aff L iy U ¢(P-Value) ad cula ) 4L o3
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Variable | Coefficient Stand. t P>|t|
Err.

Gender .038 237 0.16 | 0.870
diversity
Nationality | -.056 .081 -0.69 | 0.487
Diversity
Education | -.121 174 -0.70 | 0.484
Diversity
Industry -.107 101 -1.06 | 0.288
Sizelog 122 .050 2.44 | 0.015
-Cons -.894 371 -2.41 | 0.016
Number of observation 228
Number of Groups 38
R-Square 0.0743
Wald chi2(5 16.07
Prob> chi2 0.006

Note: rho = .02519899 (fraction of variance due
to u_i); corr(u_i, X) =0 (assumed)

o) zasall AL asiiu padgall (s WLl 2
S g @l (LM) mia gy lasl e sl eliyy
(OLS) manil Jasil) zigar o IS o Lo SLaaY)
(sise e (LM) dai <l 108 cAdlpdall il 7 dgais
Apcayill xpendll SV #3900 oo asiis 0.05 (30 el
(HI) dom il &tlpdal) il #3005 il s (HO)

(8) A dsn>
LM Breusch-Pagan JL5a) gl
Variable Var sd = sqrt(Var)
ROE .059 243
e .054 233
u .001 037

Test: Var(u)=0 chibar2(01)= 0.01
Prob > chibar2 = 0.4657
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