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Abstract
This study examines the influence of board structure on the financial performance of Indian commercial banks. Utilizing a balanced panel dataset comprising nine Nifty Bank constituents over the period of 2015-2024, the study employs panel data regression techniques to evaluate the relationship between board structure and key financial performance indicators, namely Return on Assets (ROA), Return on Equity (ROE), and Net Interest Margin (NIM). Board structure is quantified as the Board Composition Score (BCS) through a binary scoring framework based on factors such as board independence, size, diversity, duality, frequency of board meetings, and the composition of executive and non-executive directors. The findings demonstrate a consistently positive and statistically significant impact of BCS on all selected performance measures, highlighting the importance of effective board design in enhancing managerial oversight and strategic decision-making. The study offers practical implications for regulators and banking institutions, suggesting that strengthening board composition can serve as a lever for improving financial efficiency and governance quality in the Indian banking sector.
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1. Introduction
The configuration and composition of a corporate board play a crucial role in shaping the governance quality and strategic decision-making processes within a company. In industries such as banking, where institutions are subject to intense regulatory supervision and have large financial and reputational risk exposures, board effectiveness is a key driver of financial performance. Board composition covers several dimensions, such as size, independence, leadership duality, tenure, and diversity, which together determine how control and oversight are practiced. An effectively formed board is thought to increase disclosure, promote managerial accountability, reduce agency conflicts, and ultimately drive financial performance. However, the empirical link between bank performance and board structure is frequently conditional across institutional settings, regulatory regimes, and ownership types, requiring it to be a multifaceted yet significant research agenda.
India’s banking industry is a pillar of its financial system, playing an integral role in capital allocation, financial inclusion, and economic growth. Within this landscape, the NIFTY Bank index of the National Stock Exchange (NSE) comprises the most liquid and large-capitalised banking stocks that reflect both public and private sector leadership in the Indian financial market. These banks must adhere to multiple layers of corporate governance standards, which include the Companies Act, 2013, SEBI’s Listing Obligations and Disclosure Requirements (LODR), and governance directives from the Reserve Bank of India (RBI). Over the recent past, boards have faced growing demands to prove their efficiency, particularly regarding independence, risk management, and stakeholder accountability. It is timely and germane to understand how board composition differs among these leading banks and how such differences affect financial performance, given the changing regulatory and economic environments.
While studies on corporate governance have grown significantly, many generalise across industries or target non-banking firms. Banks are characterised by their intricate capital structures, dependence on public trust, and systemic significance. These characteristics warrant a distinct governance framework that standard corporate models may not yet accommodate. In India, there is still a scarcity of research that thoroughly investigates how board composition affects the performance of banks. In addition, most available research has not adequately accounted for the impact of significant governance changes that have had profound impacts on board operations and strategic results over the past few years.
The present study seeks to examine the contribution of board structure to the financial performance of Indian commercial banks. This research seeks to illuminate the relationship between governance and performance within the banking industry and provide useful suggestions for enhancing board practices, thus adding value to academic research and policy formulation.
2. Review of Literature and Conceptual Background
[bookmark: _Hlk200969160]Corporate governance theories fundamentally underpin the link between the composition of a board and the performance of a company that describe the mechanisms by which boards affect organizational results. Agency theory (Jensen & Meckling, 1976) conceptualises the firm as a contract between shareholders and managers, with the board serving as a monitoring entity to ensure that managerial behaviour is aligned with shareholder interests. In banks with high complexity and information asymmetry, board characteristics such as independence, separation of chairperson and CEO positions, and effective committee structures are required to reduce agency costs and manage risk-taking behaviour. Resource dependency theory broadens this view by highlighting the role of the board in supplying strategic resources, legitimacy, and external linkages (Dwekat et al., 2025). In banking, board members frequently provide access to regulatory networks, market awareness, and technical expertise. A well-connected and professionally diverse board can enhance a bank’s flexibility and ensure its long-term success. Introducing a behavioural perspective, upper echelons theory (Hambrick & Mason, 1984), posits that board member’s values, experience, and cognitive attributes contribute to strategic choices and eventually firm performance. Attributes such as education, industry knowledge, and length of tenure assist in determining how board members perceive challenges and assess risks. Together, these theories provide a basis for studying the effect of bank structure on bank performance. Agency theory emphasises control and resource dependency on external value, and upper echelons theory emphasises the board’s cognitive and experiential composition.
There has been a growing emphasis in empirical studies on investigating how the composition of boards affects the banking sector, particularly because of its distinct regulatory framework and critical role in the financial system. According to (Adams & Mehran, 2012) the intricate nature of banks calls for a more engaged and varied board structure. Their research indicates that having larger boards in banks can be advantageous because they bring enhanced expertise and oversight capabilities.  According to (Dan R. Dalton & Catherine M. Daily, n.d.) the relationship is influenced by firm size, industry, country, and how both board composition and financial performance are defined.
(Pathan & Faff, 2013) explored how the structure of boards affects the performance of banking institutions in India and founded that both board independence and gender diversity contribute to increased bank value. Similarly, (Subramanian and Raghunandan, 2020) assessed the impact of board composition on Indian banks, determining that independent directors are crucial in mitigating risk and boosting performance. According to (Chatterjee & Nag, 2015) banks that have boards with a greater number of independent directors and individuals with financial expertise tend to experience higher profitability and reduced risk. According to the study of (Akpan & Riman, 2012)suggest that board size should not be too large and should be made of qualified professionals. According to (Belhaj & Mateus, 2016) research conducted in Europe, it was found that the size of the board and gender diversity positively influence a bank’s performance, whereas the composition of the board and the presence of CEO duality do not affect the bank’s performance. Board diversity, including gender, age, educational background, and independence, has significant impacts on short-term performance, with both negative and positive impacts (Mahadeo et al., 2012). According to (Lakshmi & Agrawal, 2020) non-executive directors have a positive relationship with financial performance, while board size shows no significant relationship. As per (Pandey & Chaturvedi Sharma, 2025) the financial performance of private banks in India is influenced by board size, gender diversity, and the presence of nonexecutive directors.
Although there is an increasing amount of literature worldwide, studies from India are still scarce, especially those offering recent and detailed analyses after 2015, when significant governance reforms like the SEBI (LODR) Regulations were introduced. Additionally, studies such as that by (Bhagat & Bolton, 2008a) presents mixed findings, highlighting that board independence on its own may not guarantee improved performance, but its success is contingent upon its interaction with other governance mechanisms. This study seeks to address this shortfall by utilizing panel data from Indian commercial banks and employing board scoring based on composition characteristics to assess their influence on financial performance.
3. Objectives of the Study
The primary aim of this research is to examine how the composition of the board affects the financial performance of a selected bank. To achieve this, following sub objectives are developed:
· To analyse the influence of board structure on the ROA of selected banks.
· To examine the influence of board structure on the ROE of selected banks.
· To ascertain the influence of board structure on the NIM of selected banks


4. Hypotheses
To achieve the objectives of the study following hypothesis, along with the sub hypotheses were developed:
H0 – There is no significant influence of board structure on the financial performance of selected Banks.
H0a - There is no significant influence of board structure on the ROA of selected Banks.
H0b - There is no significant influence of board structure on the ROE of selected Banks.
H0c - There is no significant influence of board structure on the NIM of selected Banks.
5. Research Methodology
This research investigates how the structure of boards influences the financial outcomes of selected Indian commercial banks, specifically those that are listed on the NIFTY Bank index of the NSE. The index is comprised of twelve banks. However, three of these banks were not present throughout the study period. Thus, the sample consists of nine banks which are constituent of the index, to ascertain that the analysis captures the most notable and systemically significant banking entities in India. 
The study covers 10 years of time duration from financial year 2014-15 to 2023-24. The initial year 2014-15 was chosen deliberately due to occurrence of significant regulatory change and governance reforms in India, such as the enforcement of the Companies Act of 2013, the SEBI LODR Regulations, stronger RBI guidelines on board governance. The emphasis on this period enables to explore board structure and performance in an era of increased regulatory oversight and accountability in governance.
Statistics for the research are drawn from several trustworthy secondary sources. Board composition has been manually compiled from the annual reports, corporate governance disclosures, and stock exchange filings. Financial performance indicators for the study have been sourced from the financial statements of the selected banks. The board composition was quantified by Board Composition Score (BCS), constructed by combining binary scoring of different board characteristics like board size, independence, CEO duality, gender diversity, board meetings, mix of executive and non-executive directors etc. This score serves as the primary independent variable of the study. Table 1 presents a summary of the variables used in the study.
Table 1 Operationalization of the Variables
	Variables
	Calculation
	References

	Explanatory Variables

	Board Composition Score (BCS)
	Percentage of Board Composition Score calculated through binary scoring using 16 parameters for scoring
	(Gulati et al., 2020; U. Kumar, 2020)
	Control Variables

	Bank’s Age (AGE)
	Year since incorporation of the bank
	(Al-Homaidi et al., 2020; Dey & Sharma, 2021)
	Bank Size (TA)
	Asset size of the bank
	(Karim et al., 2023; D'Este, 2023)

	Market Capitalization (MCAP)
	Market Capitalization of the bank
	(Bhagat & Bolton, 2008b; Pandey, 2023)
	Current Account Saving Account (CASA)
	Current Account Saving Account deposits as the percentage of total deposits
	(Pandey, 2023; Radhakrishna G.S, 2023)
	Dependent Variables

	Return on Assets (ROA)
	
	(Srivastava et al., 2018; Sandhya & Parashar, 2019)

	Return on Equity (ROE)
	
	(Dey & Sharma, 2021; Singh & Rastogi, 2023)
	Net Interest Margin (NIM)
	
	(Sandhya & Parashar, 2019).


(Source: Compiled by the Author)
The study uses a quantitative approach based on panel data regression methods to examine the influence of composition of board on the financial performance of selected banks during the study period. The analysis begins with the overview of variables selected for the study through descriptive statistics. Next, to check the correlation among the selected variables, correlation matrix is computed. Further, before beginning the regression estimation test for stationarity, multicollinearity, and heteroscedasticity have been performed. After satisfying the preliminary analysis regression estimators were employed accordingly.
Table 2 Descriptive Statistics
	Variables
	 Mean
	 Median
	 Maximum
	 Minimum
	 Std. Dev.
	 Observations

	BCS
	81.18
	81.25
	100
	56.25
	10.15
	90

	ROA
	1.123
	1.215
	2.660
	-1.600
	0.885
	90

	ROE
	9.859
	11.780
	19.920
	-28.350
	8.381
	90

	NIM
	3.563
	3.46
	5.400
	2.05
	0.701
	90

	lnCASA
	3.750
	3.776
	4.106
	3.380
	0.147
	90

	lnMCAP
	6.056
	6.130
	7.073
	4.901
	0.528
	90

	lnTA
	5.898
	5.901
	6.828
	4.919
	0.448
	90

	lnAGE
	3.855
	3.541
	4.868
	3.045
	0.658
	90


(Source: Compiled by the Author)
6. Preliminary Analysis
The Augmented Dickey Fuller unit root test was utilized to verify the stationarity of the chosen variables. The test results indicate that while some variables are stationary at level whereas, some are not. However, all the selected variables are found stationary at the first level of difference. Next, to ensure the absence of multicollinearity among the variables, Variance Inflation Factor (VIF) was checked. The findings confirm that there is no multicollinearity present in the regression models. Table 3 provides the pair wise correlation coefficients among the selected variables. The table indicates a moderately positive correlation between the independent variable and the dependent variables. The relationship between the independent and control variables shows a low to moderate level of both positive and negative correlation.
Table 3 Correlation Matrix
	 
	BCS
	ROA
	ROE
	NIM
	lnCASA
	lnTA
	lnMCAP
	lnAge

	BCS
	1
	 
	 
	 
	 
	 
	 
	 

	ROA
	0.6816
	1
	 
	 
	 
	 
	 
	 

	ROE
	0.5311
	0.8633
	1
	 
	 
	 
	 
	 

	NIM
	0.6612
	0.8604
	0.6459
	1
	 
	 
	 
	 

	lnCASA
	0.0618
	0.1711
	-0.0074
	0.3051
	1
	 
	 
	 

	lnTA
	-0.2899
	-0.1789
	-0.0489
	-0.172
	0.4612
	1
	 
	 

	lnMCAP
	0.2789
	0.5312
	0.4539
	0.5461
	0.5951
	0.6299
	1
	 

	lnAge
	-0.4729
	-0.7199
	-0.5266
	-0.7261
	-0.3393
	0.0673
	-0.6074
	1


(Source: Computed by the Author)
7. Analysis and Interpretation
For all the three regression models, Breusch-Pagan Cook-Weisberg test for heteroskedasticity was conducted. Results of the test revealed heteroskedasticity for model 1. Therefore, this study incorporates robust standard error in model 1. Further, pooled OLS, Fixed Effect, and Random Effect regression estimators were employed for each model. Then, based on the results of Hausman test, Breusch and Pagan LM test for random effects, and F statistics for fixed effects final estimator is selected. Random Effect regression estimator was selected for model 1 whereas, pooled OLS estimator is selected for model 2 and 3.

Table 4 Results of Regression Estimation
	Variables
	(Model 1) ROA
	(Model 2) ROE
	(Model 3) NIM

	
	Random Effect
	Pooled OLS
	Pooled OLS

	BCS
	0.021*** (0.006)
	0.211*** (0.074)
	0.014*** (0.005)

	lnCASA
	0.675 (0.475)
	20.975*** (5.313)
	0.449 (0.317)

	lnTA
	0.910*** (0.174)
	5.238*** (2.118)
	1.052*** (0.184)

	lnMCAP
	1.231*** (0.202)
	10.996*** (2.230)
	1.098*** (0.190)

	lnAge
	0.224 (0.175)
	1.285 (1.525)
	0.053 (0.104)

	_cons
	0.732 (2.203)
	40.618** (15.857)
	0.485 (1.254)

	Observations
	90
	90
	90

	R-squared
	0.211
	0.533
	0.767


[bookmark: _Hlk205487963]Note(s): *p < 0.01, **p < 0.05 and ***p < 0.10, Standard errors are reported in parentheses
(Source: Computed by the Author)
The analysis results presented in Table 4 demonstrate that BCS significantly enhances the financial performance of the banks examined in the study. The empirical evidence shows that BCS exerts a positive and statistically significant influence on the financial outcomes of the selected banks. BCS notably improves the ROA, ROE, and NIM of these banks at the one percent level of significance, with the coefficients of 0.021, 0.211, and 0.014 respectively.
This implies that banks with effective board structure in terms of size, independence, gender diversity, experience, professional heterogeneity, and field-relevant expertise can better conduct oversight, risk management, and aligning management decisions with the interests of shareholders. These types of board compositions are expected to ensure better monitoring and strategic direction, hence optimizing asset utilization (ROA), shareholder returns (ROE), and interest-based income efficiency (NIM). The beneficial influence of board structure on different aspects of financial performance in well-governed companies supports the theoretical principles of agency theory and resource dependency theory, both of which emphasize the board's role in improving firm performance. The results indicate that strengthening governance mechanisms at the board level is a strategy to achieve financial success in the banking sector.
8. Conclusion
This study examines the nexus between board structure and financial performance in Indian commercial banks, specifically for nine banks covered under the Nifty Bank Index from 2015 to 2024. Using board composition scores obtained through a binary scoring technique, the analysis assesses the influence of board structure on the financial performance indicators ROA, ROE, and NIM. After satisfying the initial diagnostic tests, suitable panel data estimators from Pooled OLS, Fixed Effects, or Random Effects were used. Findings of the study reveal a positive and significant impact of board structure on each of the three financial performance measures. These results highlight the important role effective board structure in maximizing bank performance. An efficiently structured board, characterized by size, independence, diversity, mix of executive and non-executive directors, board meetings etc. seems to positively impact strategic management and operational efficiency of banks.
Overall, the findings of this research affirm the importance of corporate governance reforms in the Indian banking sector and provide evidence supporting board structure as one of the crucial factors behind financial outcomes. These results carry important implications for policymakers, regulators, and banking institutions. The practical recommendation to banks is that they regularly assess and enhance their board composition to enhance the financial performance. Regulatory authorities like RBI and SEBI can look at further streamlining governance guidelines to promote higher board effectiveness. Future governance strategies should focus on board training, evaluation processes, and succession planning to make sure sustained quality of oversight. As banks face sophistic financial situations, strong board systems can be a strategic resource in stimulating sustainable growth and accountability.
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