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ABSTRACT

EFFECT OF CORPORATE GOVERNANCE ON FINANCIAL
PERFORMANCE OF PALESTINIAN COMMERCIAL
BANKS: AN EMPIRICAL STUDY

BAHAA S. ABO AWWAD MAJDI W. ALKABABJI
Palestine Technical Universaity Al-Quds Open University

The study consists of two sections. The first one offersa descriptive study
which inspects to which extent corporate governance is applied inlocalPalesti-
nian commercial banks, By adapting theCredit Lyonnais Securities Asia-
CLSAmodelFor the classification of banks according to three levels of
institutionalcorporate governance: low, medium, and high. The second section
presents an applied study which examines the impact of corporate governance
on the financial performance oflocalPalestinian commercial banks including a
sample of seven local banks.The descriptivesection showed thatthere is a
possibility to adapttheCredit Lyonnais Securities Asia-CLSAmodel for the
classification oflocalPalestinian commercial banks according to three levels
ofinstitutional governance as there is wide variation between them.The applied
sectionindicated a clear impact of corporate governance on the three indicators
of financial performance: return on assets, return on equity, and profit per
share. By contrast,there was not any effect of corporate governance on the price
to earnings per shareratio. Based on these results, the study recommends a
Credit Lyonnais Securities Asia-CLSAmodel should be developed to measure
corporate governance of various institutions in Palestine, so it would be a
benchmark standard for the level of corporate governance.
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