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Abstract

This study aimed to determine the impact of banking governance on capital structure
decisions: An analytical study in banks operating in the capital Municipality of Sana’a,
with its dimensions (Independence and Size of the board of directors, Disclosure and
transparency, CEO duality, and Board committees), and the dependent variable is
capital structure as measured by (total liabilities to equity, total liabilities to total assets,
and total deposits to total liabilities). The sample of the study consisted of 7 banks,
which represent the largest banks in Yemen. The financial data of the banks were
obtained through the financial statements published during the period from 2011 - 2020.
The data was analyzed, and the study hypotheses were tested using Multiple Linear
Regression model. The study findings highlight key conclusions includes; there is
significant negative impact of board independence, board size, and disclosure and
transparency index on financing through Loans in the banks’ capital structure. The
study also generated a set of recommendations, of which the most important include the
necessity to activate the supervisory role of non-executive members of the Board of
Directors by exercising effective control over the performance of executive
management to reduce the percentage of loans dependence on the capital structure and
making use of ownership funds to reach the optimal capital structure. The study also
recommended the need to enhance the effectiveness of qualified board members to
ensure better oversight of the executive management performance and limit its ability to
direct the bank’s policy according to its interests. These measures would limit the
owners reliance to increase loans as a means for monitoring executive management.
Additionally, the study emphasized on the importance of increasing the level of
shareholders disclosure and the percentage of ownership concentration. Such actions
would increase investors’ confidence in investing their money in the bank, whether
through shares or loans, at lower cost.
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