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ABSTRACT 

Good corporate governance practices and setting up of an 
independent risk management committee are considered as crucial 
in decreasing risk for investors and enhancing performance. This 
study examined the effects of board of directors’ characteristics and 
risk management committee’s attributes on the financial 
performance of listed banks in Iraq. The research used secondary 
data obtained from the data stream and annual report of  all banks 
listed in the Iraq stock exchange for the year  2017-2019 with 63 
firm-year observations. In addition, the regression was based on 
panel Corrected Standard Error. The result shows that the size and 
the board of directors and its independence exhibit significant and 
negative associations the banks’ performance. However, the board 
of directors’ financial expertise and the independence of the risk 
management committee had positive yet insignificant associations 
with performance. This study provided suggestions for future 
research work and several recommendations for regulators and the 
Iraqi banking industry.  
 
Keywords: board size, board independence, board financial 
expertise, risk management committee, financial performance, 
Iraq. 
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ABSTRAK 

Amalan tadbir urus korporat yang baik dan penubuhan jawatankuasa 
pengurusan risiko bebas dianggap penting dalam mengurangkan 
risiko bagi pelabur dan meningkatkan prestasi. Kajian ini mengkaji 
kesan ciri-ciri lembaga pengarah dan ciri-ciri jawatankuasa 
pengurusan risiko terhadap prestasi kewangan bank yang tersenarai di 
Iraq. Penyelidikan ini menggunakan data sekunder yang diperoleh 
dari data stream dan laporan tahunan semua bank yang tersenarai di 
bursa saham Iraq untuk tahun 2017-2019 dengan 63 pemerhatian. Di 
samping itu, regresi adalah berdasarkan “Panel Corrected Standard 
Error”. Hasilnya menunjukkan bahawa saiz lembaga pengarah dan 
kebebasan lembaga pengarah menunjukkan hubungan yang negatif 
dan signifikan dengan prestasi bank. Walau bagaimanapun, kepakaran 
kewangan lembaga pengarah dan kebebasan jawatankuasa 
pengurusan risiko mempunyai hubungan positif, namun tidak 
signifikan dengan prestasi. Kajian ini memberikan cadangan untuk 
penyelidikan di masa depan dan untuk pengawal selia dan industri 
perbankan di Iraq.  

          Kata kunci: Saiz lembaga, kebebasan lembaga, kepakaran kewangan  

          lembaga, jawatankuasa pengurusan risiko, prestasi syarikat, Iraq.             

 

 

 

 

 

 

 

 

 

 

 

 

 

 



vi 
 

ACKNOWLEDGEMENT 

In the name of Allah, the Most Gracious and Most Merciful. All my 

praises and gratitude to Allah, the Merciful, the creator and 

custodian of the Universe for His kindness, blessing and guidance , 

which has provided me the strength to face all the tribulations and 

trials in completing this project. No amount of gratitude will suffice 

my dad, and my Mum, who guide, natured me and brought me up 

as a Muslim and who laid down the solid foundation for my 

education dream turned into reality, thank you and God Bless. I am 

also grateful to all other family members and other well-wishers 

whose prayers and support have been of tremendous help. 

 

First and foremost, I would like to extend my sincere appreciation to 

Dr. Siti Seri Delima Abdul Malik, for the valuable guidance’s and 

more important for her enthusiastic encouragement and precious 

guidance for my master project.  The completion of this study has been 

possible with her guidance. I would like to thank my reviewer, Dr. 

Zaimah Bt Abdullah for her valuable critiques of this research work. 

I owe a great deal of gratitude to Universiti Utara Malaysia for giving 

me the chance to pursue my higher education and to accomplish my 

purpose of getting this degree, as well as to whole Malaysia 

(government and friendly people). 

 

I would like to dedicate my gratefulness to my parents, family 

members and friends for their unfailing support and continuous 



vii 
 

encouragement throughout my study. This accomplishment would not 

have been possible without them. Finally, thank you for the 

cooperation, encouragement, and enthusiasm to those who are directly 

involved during preparation of this project paper. The journey of 

completing this project paper will be wonderful memories throughout 

my life. 

  
  



viii 
 

Table of Contents 
PERMISSION TO USE ............................................................................ iii 

ABSTRACT............................................................................................. iv 

ABSTRAK................................................................................................v 

ACKNOWLEDGEMENT ........................................................................ vi 

LIST OF TABLES ................................................................................... xi 

LIST OF FIGURES ................................................................................. xii 

LIST OF ABBREVIATIONS ................................................................. xiii 
CHAPTER ONE .......................................................................................1 

INTRODUCTION .....................................................................................1 

1.1 Background to the Study ..................................................................... 1 

1.2 Problem Statement ............................................................................. 5 
1.3 Research Questions ...........................................................................10 
1.4 Research Objectives ..........................................................................11 
1.5   Significant of the Study ....................................................................11 

1.6. Scope and Limitations of the Study .....................................................12 
1.7 Summary of the chapter .....................................................................13 

CHAPTER TWO..................................................................................... 15 

LITERATURE REVIEW ........................................................................ 15 

2.1. Introduction.....................................................................................15 
2.2. Concept of Corporate Governance ......................................................15 

2.3. Corporate Governance Principle and Compliance ..................................18 
2.4 The Iraq Code of Corporate Governance ...............................................19 
2.5 Institutional and Regulatory Framework In Iraq .....................................21 

2.5.1 The Central Bank of Iraq .............................................................. 21 
2.5.2 Iraqi Securities Commission ......................................................... 22 

2.6 Concept of Bank Financial Performance ...............................................22 

2.7 Review of Empirical Study .................................................................24 

2.7.1 Board Size and Financial Performance ........................................... 24 

2.7.2 Board Independence and Financial Performance .............................. 26 

2.7.3 Board Financial Expertise and Financial Performance....................... 27 

2.7.4 Risk Management Committee and Financial Performance ................. 28 

2.8. Theoretical Framework .....................................................................29 

2.9. Summary of The Study .....................................................................31 

CHAPTER THREE ................................................................................. 32 

RESEARCH METHODOLOGY ............................................................. 32 



ix 
 

3.1 Introduction .....................................................................................32 
3.2. Research Framework ........................................................................32 
3.3. Hypothesis Development ...................................................................34 

3.3.1 Board Size and Financial Performance ........................................... 34 
3.3.2 Board independence and Financial Performance .............................. 36 

3.3.3 Board Financial Expertise and Financial Performance....................... 37 

3.3.4 Risk Management Committee and Financial Performance ................. 38 
3.4. Research Design ..............................................................................39 
3.5. Population of the Study .....................................................................40 

3.5.1 Sample Size and Sampling Technique ............................................ 40 

3.6 Data Collection .................................................................................41 
3.7 Techniques for Data Analysis and Statistical Tools.................................41 

3.7.1 Normality Test ........................................................................... 42 

3.7.2 Multicollinearity Test .................................................................. 42 
3.7.3 Homoscedasticity Test ................................................................. 43 
3.7.4 Autocorrelation Test .................................................................... 43 

3.8 Measurement of Variables ..................................................................44 
3.8.1. Measurement of the Variables ...................................................... 44 

3.9 Research Model ................................................................................48 

3.10. Summary the Chapter......................................................................48 

CHAPTER FOUR ................................................................................... 50 

RESULT AND DISCUSSION ................................................................. 50 

4.1. Introduction.....................................................................................50 
4.2. Descriptive Statistics ........................................................................50 
4.3. Correlation Analysis .........................................................................52 

4.4 Kernel Density estimate .....................................................................54 
4.5. Test for Heteroskedasticity ................................................................56 
4.6. Test for Multicollinearity...................................................................57 
4.7. Test for Serial Correlation .................................................................58 

4.8.    Test for Cross-Sectional Dependency................................................58 
4.9.  Regression Analysis.........................................................................59 

4.9.1.    ROA as Dependent Variable...................................................... 60 

4.9.2.    Hypotheses Testing.................................................................. 60 
4.12. Summary of the Chapter ..................................................................64 

CHAPTER FIVE ..................................................................................... 65 

SUMMARY AND RECOMMENDATIONS............................................ 65 

5.1. Introduction.....................................................................................65 



x 
 

5.2. Overview of the study .......................................................................65 
5.3. Implication of the Study ....................................................................67 
5.4.   Limitation of the Study....................................................................67 

5.5. Recommendation for Future Studies....................................................68 
5.6.     Conclusion...................................................................................68 

REFERENCES........................................................................................ 69 

 

 

  



xi 
 

LIST OF TABLES 

Table                                                                                                                             Page 

Table 2.1 Iraq Corporate Governance Manual                                         20 

Table 3.1. Listed Banks in Iraq                                                                40 

Table 3.2. Summary of the Operationalization of Research Variables    47 

Table 4.1 Summary of Descriptive Statistics                                           50 

Table 4.2: Pearson correlation                                                                  54 

Table 4.3 Breuch -Pagan / Cook -Weighberg Test                                   56 

Table 4.4Multicollinearity Test using Variance Inflation Factor                 57 

Table 4.5 Wooldridge test for Autocorrelation in Panel Data                   58 

Table 4.5 Pesaran's Cross-Sectional Dependency Test                             59 

Table 4.6 Result of the Panel Corrected Standard Error Regression            60 

 

 

 

 

 

 

 

 

 

 

 

 

 



xii 
 

LIST OF FIGURES 

                 Figure                                                                                        Page  

 Figure 3.1 Research Framework                                       34 

            Figure 4.1 Kernel density estimate                                    55 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



xiii 
 

LIST OF ABBREVIATIONS 

 

           Abbreviation    Description of Abbreviation 

BSIZE               Board of Size 

BINDE               Board Independence 

BFEXP                          Board Financial expertise 

           RMC    Risk Management Committee 

CBI    Central Bank of Iraq  

BAGE                Bank Age  

FSIZE               Firm Size 

ROA    Return on Asset  

VIF    Variance Inflation Factor



1 
 

CHAPTER ONE 

INTRODUCTION 

 

1.1 Background to the Study 

The financial strength of any country depends on the efficient and effective 

performance of the banking industry. The banking system's stability is an 

important element of good financial systems, as clearly shown by current 

growths worldwide (Gafoor, Mariappan & Thyagarajan, 2018). Thus, 

implementing a good corporate governance in banks is important . 

Thereby, the banking system would perform efficiently and boost public 

confidence (Fernandes, Farinha, Martins, & Mateus, 2017). O’Sullivan, 

Mamun, and Hassan (2016) argue that banking supervision cannot 

function well when good corporate governance is not instituted. Hence, 

effective corporate governance improves supervision and monitoring. 

 

The Basel Committee on Banking Supervision (BCBS) stresses on the 

importance of good corporate governance practices of financial 

institutions to build investors’ confidence and trust. Corporate governance 

aims to safeguard the shareholders from managers’ opportunistic 

behaviour (Tran et al., 2020). Corporate governance defined the processes 

through which the affairs of institutions are controlled (Ujunwa, 2012).  

Good corporate governance principle promotes transparency, fairness, 

accountability, and responsibility in controlling the institution. Best 

corporate governance practice could result in higher firm performance 

(Orazalin, Mahmood, & Lee, 2016). 
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