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Abstract: Corporate governance (CG) is not an abstract goal. It exists to serve the bank’s purpose
by giving a framework through which investors, directors, and the top management can efficiently
follow its objectives. Subsequently, it boosts the financial performance of the bank for its shareholders.
This paper explores CG and its impacts on financial performance from the evidence collected from
selected commercial banks (CB) in China. The data sample for this research comprises selected CBs
in China for the period from 2008 to 2019. Applying selection standards provides us a data sample of
17 CBs. We employed the generalized method of moments (GMM) regression model constructed on
170 observations to identify the variables’ relationship. Our findings show that female independent
directors positively and significantly affect bank financial performance. Despite the literature review,
we found that the existence of female directors alone does not positively and significantly improve
banks’ financial performance. The finding suggests that female directors are more efficient when
they are selected as independent directors. The findings show that CEO duality affects bank financial
performance positively and significantly. CEO duality strengthens the financial performance of
CBs because of the solidarity of the order it presents. The results also show that CEO shareholding
and financial performance of Chinese CBs have a positively significant bond with each other. This
result suggests that a blend of CG instruments is more impressive than one CG component. The
investigation results added a new dimension to the governance literature that could be an important
source of knowledge for policymakers and regulators to improve the current governance structure
for better performance across countries. This paper support principal-agent theory and the author
also provide some help for the theories that regulators should support gender quotas in the board of
directors of banks to decrease risk-taking behavior.
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1. Introduction

Board gender diversity has become a significant variable in corporate governance (CG)
in the changing economy. In the UK, gender diversity was brought up for the first-time in
the amended CG code of 2012. This amendment was brought after considering different
suggestions from Potter and Ramly [1,2]. CEO attributes like gender, education, and age
significantly impact decision-making and organization performance [3]. In some economies,
the appointment of female executives is compulsory. For example, the Norwegian and
Spanish governments forced an obligatory quota for each scheduled bank to have at least
40% female executives. When we inspect the demographic distributions of Chinese banks’
staff members, we find that many female employees are hired in Chinese commercial
banks (CBs).

According to Chinese CBs in 2019, women staff members account for almost 50% of the
total number of staff members. The reality that top management possesses female leaders
should be observable when compared with female employees. Female staff members are
under-represented in top positions. The findings show that business group association
impairs the positive organization value of board demographic diversity [4]. The banking
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sector plays a significant role in financial and societal advancement in China. Our focus
is on whether the CBs in China with more gender-diverse boards have preferable perfor-
mance over the banks without female executives. Does the duality of a CEO—when one
individual performs both the duties of bank CEO and chairperson—add to or reduce bank
performance? This question is most significant, disputable, and uncertain in CG investi-
gation and practice [5]. Agency theory perspectives conflict with the stewardship theory.
Agency theory proposes that separate CEO and chair positions encourage more efficient
observation and control of the CEO. Those organizations that neglect the separation of CEO
and chairperson position maybe underperforming [6]. Organizations with CEO duality
could settle on better and faster decision-makers so that those who divide the two positions
may perform better [6,7].

Conversely, the stewardship theory contends that CEO duality builds up unambigu-
ous and robust leadership. CEO ownership means CEO shareholding is the proportion
of shares possessed by the CEO divided by total outstanding shares. At the bank level,
the relationship of ownership structure (OS) and bank performance may differ because
it depends on region, data sample composition, and economic context. Numerous finan-
cial analysts have seen that ownership structure is a vital governance tool, representing
investors’ capacity and care to adjust the directors’ preferences to manage and observe
their banks’ transactions [8]. Furthermore, Caprio, Laeven, and Levine [9] noted that the
ownership structure is a governance framework that helps investors to practice success-
ful control. The board of director’s management function is broadly recognized. The
board is an important internal governance structure [10] to discipline executives in the
decision-making practice [11]. Therefore, the board’s monitoring role for top executives
depends on the independent director’s contribution to the board [12]. A more prominent
representation of independent directors in the boardroom shows that the board might be
opposed to top management’s decision-making impact and limit them from abusing their
power. Besides this background, CG changes worldwide have focused on reinforcing the
board’s observing function by guaranteeing that the boards are comprised of independent
directors. CG assists in lessening the agency theory issue that diverts an organization’s
constant growth prospects.

RQ1: How do board diversity and moderating variables affect commercial banks’ performance with
different ownership types?

This research contributes to the current literature review in different directions. First,
we give new knowledge on the contribution of female executives to the Chinese banking
sector by researching the placement of female executives on a bank’s board using an in-
dependent director as a moderating variable. This research finding suggests that board
gender diversity change to an advanced level is a precise step; however, having female
directors doesn’t significantly impact bank financial performance. Next, we explain that
independent directors are crucial in upgrading female executives’ contribution to higher
bank financial performance. The third contribution is that we found another dynamic
and vital methodology of ownership structure by objective, which improves the gover-
nance quality inside Chinese CBs. The fourth contribution is that we examine a unique,
coordinated, and multidisciplinary assessment approach of the ownership structure in
Chinese CBs, which was invited for an extensive amendment of the principle of CG and
included various perspectives and information. The investigation fills the literature review
gap by tending to the issue of corporate governance on the performance of banks’ across
countries. Agency theory is discussed about to clarify the relation between corporate
governance structure and performance. This examination can be considered one of the
early investigations, investigating the relationship between corporate governance and bank
efficiency from an emerging economy perspective. This work is also the first to investigate
independent directors’ moderating role in the relationship between corporate governance
and bank performance by using Chinese data.
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The continuation of this research is coordinated as follows. Overviews of relevant
literature and hypotheses development are given in Section 2. Section 3 portrays the
research sample, variables, and the research model used in this study. The result and
discussion are stated in Section 4. Section 5 concludes this research.

2. Literature and Hypothesis Development
2.1. Gender Diversity and Bank Performance

Many prior studies are investigating the relationship between female directors and cor-
porate performance. Still, most examinations have concentrated on organization financial
performance, using different measurement variables to analyze the relationship between
board gender diversity and financial performance. Vahdmaa &Baselga [13] suggest that
banks with a higher proportion of female executives tend to have lower Z-scores than
male-led organizations. However, female-led organizations are more profitable. The results
from past investigations have to stay uncertain. Gender diversity is the central part of board
diversity that is nowadays extensively examined. Females in terms of personality differ
from men in correspondence style, educational background, professional experience, and
skill [14], which will add to more extensive perception in organizations’ decision-making.
Additionally, females are more kind-hearted, less power aligned and less risk-taking than
male executives [15]. Females are more dedicated [2], steadier [16], and less personally
oriented [14,17,18]. Ali [19] shows that board diversity positively affects bank performance.
Females are dominant in human relations, which helps organizations hold and extend
human resources (HR)and improve relations with investors, customers, and different stake-
holders [20]. This gender diversity adds to the long-term affiliation between organization
employees, customers, and stakeholders that prompt better organization growth. Most
experimental results revealed a positive relationship between board gender diversity and
bank performance; for example, Campbell, Krishnan, and Nguyen [21-23]. Jurkus [24]
showed a mixed relationship between gender diversity and corporate performance; Lee
and James [25] indicated a negative relationship. Still, Mohan and Chen [26] showed no
relationship. This paper recommends that board gender diversity enhances bank perfor-
mance in Chinese CBs because female directors benefit banks that can observe their board
of directors [27,28]. Therefore, considering the performance of Chinese CBs, we submit the
following hypothesis:

Hypothesis 1 (H1). Comparing male and female directors onbank boards, having female directors
improves bank performance.

2.2. CEO Duality and Bank Performance

The most questionable topic in CG literature is the board governance framework. The
persons who advocate combining and separating the functions of CEO/Chairman both
have their imaginary justifications, although the expressions that state combining or sepa-
rating the CEO/ chair are in some cases confusing. Some mention this as CEO duality and
non-duality [5,29]. Brickley [30] refers to this as a unitary and dual leadership framework.
Gupta [31] found that CEO education and CEO duality have a positive and significant
effect on organization performance. This research describes the combination and separation
of these two functions as CEO duality and non-duality. Stewardship scholars contend that
executives are naturally reliable and good guardians of organization assets [32,33]. They
trust CEO duality that could advance combined and strong management with a vivid idea
of the strategic track. The CEO knows about the business and market condition and realizes
how to operate the organization; integrating these two functions can help make sensible
and ideal decisions [30]. Therefore, CEO duality positively affects the bank’s financial
performance, and it is here postulated that:

Hypothesis 2 (H2). CEO duality increases the financial performance of the banks.
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2.3. CEO Shareholding and Bank Performance

Featuring the CEO Shareholder in the agency theory background has indicated mixed
results [34-37]. By involving this paper theme, Bhagat and Blair [38] didn’t identify
any proof to justify the correlation between CEO ownership and corporate performance.
Likewise, [39] Dhillon and Rossetto indicated that the personal advantages beyond CEO
ownership get an inverse effect on his desire to share confidential data with the top
executives, minimizing control and impacting his independence. To motivate and convey
financial reports to the top management, the CEO should ideally perform reconsideration
with low observation strength when the CEO’s ownership is weak or exploits several
private advantages. In fact [40], Igbal and Strobl found a correlation between large bank
governance and structure risk from 2005 to 2010 in US banks. They indicated that banks
with influential investors and governance base-board were related to higher structure
risk degrees. Fahlenbrach argues [41] that there may be a subprime financial crisis when
the bank director’s rewards are continually ranged with its investor’s benefits, as banks
are initiating to perform better. Those banks’ performances are higher, providing higher
remuneration to CEOs than those that provide less remuneration to CEOs. The CEO
having most of the capital breaks out a wide range of control, and would thus be able to
supervise in optics as opposed to an increase of the bank value. In this process, scholars
have contended that this may prompt entrenchment, particularly in situations where
directors get high control, boundless scope inside the organization, or excess independence
to function in their benefits [42,43].

Hypothesis 3 (H3). When the CEQO is also an owner of the bank, bank financial performance
is increased.

2.4. Moderating Effect of Independent Directors on Female Directors’ Performance

Inthisresearch, we use board gender diversity and independent directors’ moderating
effect that increase bank productivity based on the principal-agent theory’s assumption.
As per this theory, the director is the peak of the bank governance structure. Shareholders
depend on the board members to present his/her “voice” in a bank boardroom and control
the opportunistic tendency of directors. Independent directors are the most crucial top man-
agement component that depend on top management discipline and decision-making prac-
tices [11,44,45]. Independent directors” show mixed relation with bank performance [46].
CG codes worldwide have given incredible attention to independent directors to manage
their contribution to the board of directors.

Additionally, the principal-agent theory proposes that more impressive board diver-
sity becomes valuable for decision-making and monitoring function. Female directors’
higher contribution in corporate boardrooms contributes to the information, perception,
and way of dealing with critical thinking, which upgrades the policy formulation, decision
making [47], and monitoring function of a boardroom. Campbell and Minguez-Vera [21]
reported this condition. We contend that combining board gender diversity and female
independent directors may improve bank performance. Female directors will balance
the oversight function anticipated of the female independent directors and vice-versa.
Therefore, we suggest that female directors boost bank efficiency when appointing females
as an independent director. The selection of a female independent director infers a bet-
ter observing process since the top executives might be better capable of opposing the
top management’s influence in their decision-making and limiting them from abusing
their power. Due to their temperament, female directors may prove more important as
independent directors; for example, they are more careful and diligent in tending to the
problems, more delicate to transpose in the financial market, more kind and committed
(for example, higher participation rate), harder-working, and less personally oriented than
their male counterparts [15,48,49].We accept that CG should comprise a range or mix of
monitoring systems to be a powerful bank, every component supplementing and strength-
ening the other. This paper proposes that the relationship between gender diversity and
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bank efficiency be moderated by the independent director in a boardroom. The monitoring
capacity of independent directors could upgrade the positive results of gender diversity.
We anticipate that our investigation results will give a significant recommendation to the
policymakers, which endeavor to increase female contribution roles in the corporate board
to boost bank performance. Therefore, we propose the accompanying hypothesis:

Hypothesis 4 (H4). The impact of board gender diversity is positive and significantly affects bank
financial performance when banks appoint female independent directors to the bank board.

3. Methodology
3.1. Date and Sample Selection

The sample data for this research comprises selected commercial banks (CBs) in China
from 2008 to 2019. We selected the data sample beginning period of 2008 to capture
corporate governance’s impact after the crucial banking reforms in the region because of
the 2008 world financial crisis. We collected research data from the CSMAR (China Stock
Market & Accounting Research) database. We picked only Chinese CBs with at least 10years
of research data sample for the study to give a superior presentation of bank performance.
The implementation of selection standards provided us a data sample of 17 CBs. We
employed the generalized method of moments (GMM) regression model construct on
170 observations to identify the relationship of the variables. We established the data on
gender diversity and independent directors individually by analyzing executives’ profiles
and the historic part of annual reports.

3.2. Description of Variables

In this study, we employed return on asset (ROA), as banks’ financial performance
use different researchers in corporate governance studies(e.g., [50-52]). ROA is determined
as the proportion of net income divided by total assets. In [53], Hutchinson and Gul
contend that financial ratios are desirable to share market proportions to examine the
correlation between CG and performance because they better reflect the executives’ unusual
behavior. Regarding gender diversity, we measured gender diversity to estimate the
contribution of female directors in the bank governance framework. We measured female
board representation by the proportion of female directors on a board, following earlier
studies [27,54]. CEO duality was estimated by a binary variable coded; “1” if the board’s
CEO and Chairman were the same person and 2 for a different one. The CEOs shareholding
refers to the proportion of capital held by the CEOs. This proportion was determined by
dividing the number of shares held by the CEOs by the total number of banks” shares,
following earlier studies [55,56]. An independent director is a director who is not an
employee of the corporation and, by the excellence of being liberated from any correlation
with board members, is less obligated to the executives [57]. Independent director was
calculated as the proportion of independent directors in bank boards. To control the
confounding factors effect on the study, we considered a group of variables whose impacts
have been found in past studies. Moreover, based on the data analysis results, the selected
variables were further used to assess their control impact. A few variables identified with
board diversity and bank performance were used in the study [58]. This research used
the bank size and financial leverage of the bank as control variables. The bank’s size was
estimated as its total assets [59]. Bank size is alleged to be positively correlated with bank
financial performance because banks are inclined to reduce cost and catch market share
set a better level of activities. However, in this study, we estimated bank size by taking
the natural logarithm of the total assets of banks. Leverage is a proportion of bank equity
and obligation to invest its resources. Leverage is a speculation methodology of using
borrowed cash—explicitly, using different financial tools or borrowed capital to expand
a bank’s returns. Financial leverage can likewise allude to the amount of obligation a
bank uses to finance resources. Frequently, banks’ financial leverage is anticipated to earn
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interest funds than their expenses. Debt also increases with financial leverage [60]. Several
investigations have indicated proof that leverage affects corporate performance.

4. Regression Model

As indicated by Adams and Ferreira [27], the investigation of female directors and
bank performance concerns endogeneity problems, as bank performance plays the role of a
motivator for females to connect with the boards and the boards’ inspiration to expand the
contribution rate of female executives. In this situation, we used a two-step framework
GMM to identify the possible endogeneity issue in our analysis. GMM is a robust panel
estimation method that considers potential endogeneity arising from unseen heterogeneity
and a significant correlation between board attributes and bank efficiency [61]. Next,
we developed a second-order autocorrelation test to ensure whether the error terms are
sequentially associated. In this specific circumstance, the error-terms can be first-order
sequentially correlated; however, not in the second-order. We calculated the relationship
utilizing a principal model as introduced in Equation (1).

+ BQCEODuality]-t + B3CEOShareholdingjt + B4LVR;; + BsBsizej; + @¢(Year), + ¢ (1)

where ROA is return on assets of jth bank at time t respectively. Gender shows the
proportion of female directors on a board. CEO duality coded “1” for the same person
and “2” for a different one. The shareholding of the CEO refers to the proportion of
capital held by the CEO. The GMM analysis takes a corroborative instead of an exploratory
methodology. It permits the control for potential confounding variables that could modify
the relationship’s direction and analyze the nature of the relationship.

LVR is leverage, the total bank debt/shareholder’s equity. Bsize is bank size, the
N-logarithm of the total assets of banks. Ind is the number of independent directors in
banks board. ej= error-terms. Further, we studied the moderating impact of independent
directors on deciding whether gender diversity on the bank’s financial performance was
better when independent female directors were selected to the Chinese CB boards. We
calculated this impact by employing an interaction variable of independent directors and
gender diversity. The model was also founded on GMM, as demonstrated in Equation (2).
Also, placing the female directors on the board was important in improving Chinese
CB performance by a greater representation of female directors. We consolidated the
interaction variable with the accompanying GMM regression model.

Indj; + BzCEODuality]-t + [33CEOShareholdingjt + B4LVRj; + BsBsizej: + @¢(Year), + ¢  (2)

where By is the parameter used to recognize whether a female independent director’s
appointment enhances the financial performance of Chinese CBs.

The descriptive statistics of all the variables used in this research are shown in Table 1.
These statistics were calculated by using 170 sample observations. In this article, bank
financial performance is considered as a response variable measured by ROA with some
independent variables such as gender, CEO-duality, CEO-shareholding, and independent
director as a moderating variable. As seen in Table 1 for the dependent variable, the ROA
has a mean value of 44% with a standard deviation of 0.36, respectively. Regarding gender
diversity, estimated by the female board of directors, the CBs of China have a “1” female
board member maximum. There are additionally the banks without female board members
in the banks. We also noted that the boards of Chinese CBs are men-dominated; only
75%percent of the examined CB shad a minimum of one female member in a board. The
mean value of CEO-duality of1.93 indicates that most CBs show that the CEO and chairman
of Chinese CBs are not the same person. The independent variable CEO-shareholding
mean value is 35%, which shows the Chinese CBs are distinguished by higher (however
changing) ownership concentration levels. It realized that the independent director’s mean
value is 5.48 with a standard deviation of 0.36. According to the data sample, Chinese CBs
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have a maximum value of 8 and a minimum value of 2 independent directors. This means
that a maximum of 8 and a minimum of 2 independent directors exist on a bank board.

Table 1. Descriptive statistic of variables.

ROA GENDER  CEO-DUALITY CEO-Shareholding IND LVR BSIZE
Mean 0.44 0.75 1.93 0.35 5.48 15.55 6230.00
Median 0.37 1.00 2.00 0.30 6.00 15.19 3240.00
Maximum 1.00 1.00 2.00 1.00 8.00 28.31 2410.00
Minimum 0.01 0.00 1.00 0.00 2.00 10.75 1300.00
Std. Dev. 0.36 0.44 0.26 0.29 1.01 2.90 6300.00
Kurtosis 3.11 2.29 12.24 79.30 4.20 8.28 3.00
Jarque-Bera 0.31 40.16 923.64 43,082.05 17.49 287.33 34.39
Observations 170 170 170 170 170 170 170
Note: Bsize in billion (RMB), IND = independent director, LVR = leverage, Bsize = bank size.
Table 2 exhibits the Pearson pairwise correlation coefficients of all the variables an-
alyzed in this research. A correlation matrix also assists in indicating the existence of
Multicollinearity among the descriptive variables. The correlation coefficient values be-
tween all the variables vary in the actual values from a lower of 0.01 to a higher of 0.61. The
highest value of the correlation coefficient between the two predictors was 0.41, between
IND and BSIZE, which is not problematic. As Kennedy [62] suggested, multicollinearity
is the occurrence of high intercorrelations among two or more independent variables
in a multiple regression model can be measured as a legitimate problem if the relation-
ship between predictors increases 0.80. As a consequence, the model doesn’t experience
serious multicollinearity.
Table 2. Correlation matrix.
ROA GENDER CEO-DUALITY CEO-Shareholding IND LVR BSIZE
ROA 1.00
GENDER 0.60 1.00
CEO-DUALITY 0.53 0.16 1.00
CEO-Shareholding 0.58 0.02 0.06 1.00
IND 0.61 0.09 0.22 0.08 1.00
LVR 0.42 0.02 0.01 0.06 0.30 1.00
BSIZE 0.52 0.20 0.02 0.13 0.16 0.41 1.00

Note: The table exhibits pairwise relationships for the main variables employed in the experimental analysis.

5. Result and Discussion

This research used the GMM model to estimate the impact of board diversity and
ownership on a bank’s financial performance, considering independent directors” moder-
ating role. The results are shown in Table 3. Concerning the GMM model analyzing the
impact of gender diversity—for example, female representation in the bank board and the
upper management—on ensuing performance, findings exhibit that gender diversity is
significant and positively correlated with a bank’s efficiency. The study’s first hypotheses
revealed that gender diversity in the bank’s board is significant and positively impacts
the bank’s financial performance. The findings support assumption H1. From Model
“D” in Table 3, we report that the significant positive impact of board gender diversity
on ensuing performance is significant when performance is estimated as the return on
assets (ROA) (Model “D”: 1= 0.699 and p-value < 1 percent). These findings are consistent
with earlier investigations managing the estimation of the correlation between female
representation in boardrooms and performance in advanced economies [3,13,63] and in
rising economies [64,65]. Table 3 shows that duality positively affects commercial banks’
financial performance CBs [31,66]. This result confirms and supports the second hypothesis
(H2) of the study, which means that a duality can run and administer the bank obviously
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and consistently to expand the bank’s consequences. Some earlier studies recommended
that non-duality might be acceptable in specific conditions; CEO duality might be best in
others. Pham [67] found that distinctive board governance frameworks (CEO duality or
non-duality) have their own expected advantages. The possible monitoring advantages of
non-duality incorporate the partition of the governing body and controls. The potential
expenses of non-duality incorporate information asymmetry, conflicting decisions, and
additional payments to sustain two titles. The CEO knows more about the bank’s business
climate and has particular business issues and opportunities. Besides, the transfer of in-
complete information between the CEO and chairperson in those banks with a non-duality
framework weakens the bank’s competitive framework in a unique business climate. In this
way, the expected advantages and costs of various board governance frameworks for the
bank should be weighed. Whether the prospective monitoring advantages of non-duality
exceed the possible costs for keeping up such a framework, at that point, non-duality is best.
In contrast, CEO duality is ideal the opposite way around. The results point out that CEO
ownership is positively and significantly correlated with a bank’s financial performance.
In light of these results, the third hypothesis (H3), of the study is supported and accepted.
These findings are consistent with Afriani and Aswan [68], who realized a positive con-
nection between CEO shareholdings and financial performance. Similar studies like Rasli
and Bhuiyan [69] recommend that CEO shareholding expands the potential for minority
shareholder appropriation.

Table 3. Estimated results of female representation, CEO, and bank performance.

Variables Model A Model B Model C Model D
Control Variables LVR —0.252 *** —0.253 *** —0.257 *** —0.286 ***
Bsize 0.415 *** 0.422 *** 0.423 *** 0.379 ***
Independent Variables Gender 0.127 * 0.128 ** 0.699 ***
Duality 0.193 ** 0.189 *** 0.120 **
CEO Shareholder 0.121 *** 0.122* 0.497 *
Moderator IND 0.017 ** 0.218 **
Interaction Variables Gender * IND 0.898 ***
R? 0.322 0.375 0.376 0.400
AR? 0.314 0.356 0.353 0.366
F 39.592 19.712 16.344 11.827

Note: *, **, ** significant at the 10%, 5%, and 1% levels, respectively.

Further, our findings propose that neither gender diversity nor independent directors
alone are adequate to improve the financial performance of CBs. Nevertheless, when
we introduce gender diversity and independent directors” interaction, we found that it
improves bank financial performance. In fact, female directors’ positive characteristics must
be valuable to the bank when they are appointed as independent directors, suggesting that
CBs can accomplish higher productivity when appointing female independent directors
to the bank board. Our results on the moderating impact of independent directors also
propose that consolidating female directors’ positive characteristics with an independent
director’s managerial function grows bank productivity of CBs of China in the investigated
sample data. In this case, bank boards are to practice independent thoughts and decision-
making to monitor and advise the board of directors in Chinese CBs, and to exploit
the diversity in management decision, work experience, and new ideas on complicated
problems brought by female executives, improving bank financial performance. Similarly,
female independent directors’” impact on bank productivity is positive when incorporated
with board gender diversity in the boardroom. The results suggest that female independent
directors are viable observers in a boardroom, and their monitoring function should
be expanded.

Bank size did show a significant positive relationship with financial performance,
suggesting that small banks achieve market performance and large banks achieve business
performance. Conversely, smaller banks can resolve their problems more quickly, and



Sustainability 2021, 13, 3193

90f13

larger banks face larger issues. The control variable bank size indicates a significant positive
relationship between ROA and bank market esteem. The results demonstrate that a sizeable
bank improves ROA and improves its reasonable worth. Size is significant because large
banks are in an ideal situation to increase their performance by guaranteeing better usage
of their considerable assets [70,71]. Subsequently, financial investors favor large banks that
expand their market worth. The relationship between bank size and their performance is
positive. A few studies consider the bank size effect non-linear, with productivity rising
with CB size and contracting because of technical factors, among different reasons [72].
Discussing the examinations of Haniffa and Cooke [73], results were not consistent with the
proposed studies and conclusion. While the relationship of the control variable leverage to
bank performance was insignificant, a high level of leverage nonetheless increases the risk
of insolvency. Present literature clarifies that when leverage increases, interest cost also
increases, leading to a decrease in a bank’s productivity [74].

Therefore, the relationship between leverage and bank market worth is negative and
insignificant. This result supports the study by Rasli [69], who discovered that investors
check a bank’s capacity to realize the degree of leverage that suits them. Table 3 exhibits
the consequences of GMM regression analysis. The GMM was accomplished to assess how
well the bank’s performance (ROA) can be described by knowing financial performance
banks’ value. In this model, the specification of the following variables (gender, CEO
duality, CEO shareholding, independent director (moderator), board size, and leverage)
exposed the ability to anticipate the bank financial performance ROA. A particular R2
value of 0.40 in Model “D” indicates that 40% of the observed inconstancy in ROA can
be explained by the differences in variables to be specific gender, CEO duality, CEO
shareholding, independent director, the board size, and leverage. The remaining 60% is
not described, which implies that the remaining 60% of the ROA change is identified with
different variables not portrayed in this model.

Table 4 indicates that these research variables are stationary, as shown by Prob
(F-statistic), which is less than 0.05. These show that the data of this study is station-
ary and cannot violate the assumptions of data stationery.

Table 4. Augmented Dickey-Fuller Tests.

Null Hypothesis: ROA Has a Unit Root

Exogenous: Constantz

Lag Length: 4 (Automatic—Based on AIC, Maxlag = 5)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic —4.544248 0.0000
Test critical values: 1% level —4.352934
5% level —3.786301
10% level —3.564562

* MacKinnon (1996) one-sided p-values.

6. Conclusions

Recently, board gender diversity has become a significant agenda in CG reforms
worldwide. The point of conflict is the object of placing female directors on bank boards.
When female directors are appointed to a bank board entirely due to cultural pressure
or administrative requirement rather than merit-based appointments, it might negatively
impact bank performance. Considering these challenges, we examined the impact of female
directors on the bank’s financial performance. We further explored whether the placing
of female directors as independent directors impacts bank financial performance. Our
moderating effect investigation results give an innovative dimension to female independent
directors” governance role in Chinese CBs. Specifically, it is significant for the banking
managers and strategy makers to take note that the goal of increasing female contribution
in bank boards to increase diversity and monitoring function of the boardrooms and
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eventually influence performance positively can be accomplished when there is a higher
independent female director contribution in bank boards. This research found that merely
positioning female directors on bank boards doesn’t yield a positive impact. However, it is
the correct placing of female directors as independent directors and the female independent
director’s contribution to the board that is crucial to understand the significant potential
performance impact of their commitments to the banks’ top management. Finally, we
propose that individual banks and banking managers should identify a massive pool
of well-qualified, experienced, and capable female experts, and train them for future
appointments as independent directors in China’s banking institutions.

We found that CEO duality [31,75] had a positive and significant impact on bank
financial performance. The focus of decision-making with the sole individual is excellent
for the strength of the Chinese CBs by increasing business decisions and diminishing
the delay in its accomplishment. On the other hand, Pucheta-Martinez and Yang [71,76]
reflected that CEO duality can run and supervise the bank obviously and consistently so
the bank performance can be expanded to bring shareholders advantages. Our results
are consistent with this [31-75]. The outcomes show that there is a positive relationship
between CEO-shareholding with bank financial performance. These outcomes affirm some
past investigations; for example, [68,77] found that bank performance is positive affected
by ownership structure. The current research recognizes that the bank size improves its fi-
nancial performance, while leverage negatively relates to the bank’s financial performance.

7. Limitations and Future Research Directions

Throughout this investigation, a few ideas and potential investigation areas have been
recognized. The motivation behind this part is to provide a source of motivation for further
analysts. In this way, the followings are the recommendations for future research.

There are more than 17 scheduled CBs in China, but this investigation chose just
17banks as a research sample. Numerous CG variables are accessible; however, this
research considers just five variables. Only financial performance was considered in this
research; in the future non-financial performance should also be considered. Secondary
data was used in this study; primary data should be considered in future investigations.
Just 10 years of data were obtained for the inquiry. Future investigations should increase
the study period by more than 10 years, and take data from other industries beyond simply
banking industries.

We accept that GMM analysis is a significant device that takes an affirmative rather
than an exploratory approach and controls for potential confounding variables that could
modify the direction of the relationships, which permitted the examination of the in-
depth nature of the relationship. When these banks” data are taken on a quarterly basis
instead of annual, and the lag effects are included in the data analysis, they will give more
robust results.
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