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Abstract 

 

Banks play a crucial role in the financial stability and economic development of a nation.  The 

first essay of this thesis examines the impact of ownership and board governance on bank 

liquidity creation in India. According to modern financial intermediation theory, banks play an 

important role in the economic system through liquidity creation and risk transformation. This 

essay develops two measures of liquidity creation namely catfat and catnonfat and examines 

whether ownership and board characteristics influence liquidity creation in Indian commercial 

banks from 2007-2008 to 2016-2017. The results highlight that for the sample period, Indian 

banks, on an average, created liquidity on the basis of catfat measure and destroyed liquidity 

when catnonfat liquidity creation measure was used. New private sector banks (NPSBs) created 

greatest liquidity based on catfat measure followed by public sector banks and then by old 

private sector banks (OPSBs). Public sector banks destroyed the least liquidity when catnonfat 

measure of liquidity creation was used. Board size reduced liquidity creation for NPSBs relative 

to public sector banks based on catfat measure. For the sample period board independence 

reduced liquidity creation for both NPSBs and OPSBs relative to public sector banks based on 

catfat measure. Higher board meetings reduced liquidity creation for OPSBs based on catfat 

measure whereas it increased liquidity creation for NPSBs based on catnonfat measure. Greater 

gender diversity in board composition in NPSBs increased its liquidity creation based on 

catnonfat measure whereas it reduced liquidity creation for OPSBs based on catfat measure. 

Thus, we find that board structure had significant influence on liquidity creation process in 

Indian banks. This paper raises questions such as whether it is appropriate to judge public sector 

banks in India based on low profitability or low capital ratios despite the fact that they are able 

to create liquidity in the system. 

The second essay focuses on the role of corporate governance in influencing efficiency of value 

added in banks through their physical and intellectual capital resources. A crucial aim or intent 

of firm’s board of directors is the value added by the enterprise or the firm (Ho & Williams, 

2003). However, the past and existing studies on bank governance in India and abroad measure 

bank performance through financial metrics, and sometimes studies have used society related 

performance measures like corporate social responsibility and environmental responsibility 

(Frankforter et al., 2000). In the second chapter we examine the association between bank 

governance and value creation in Indian banks. Following (Ho & Williams, 2003) we attempt 

to identify how board governance influences total value added in banks through use of their 

total resources, value added through physical capital resources and value added through 

intellectual capital resources. Using a sample of data for 41 banks and employing Prais Winsten 

Regression this study finds that board independence and board meetings significantly positively 

influence efficiency of value added by banks through their total resources and intellectual 

capital resources. At the same time duality in the boards of banks negatively influences 

efficiency of value added through physical capital resources. Overall, the findings of the paper 

indicate that board governance influences performance measured in terms of efficiency of value 

added by banks. Our study suggests that Policy makers, regulators and bank managers should 

frame appropriate policies to ensure greater board independence, increase the number of board 

meetings and separate the position of CEO and Chairman.  



3 | P a g e  
 

The third essay of the thesis explores the linkage between Intellectual capital (IC) and profit 

efficiency from the theoretical considerations of resource based view and knowledge based 

view. Banking is a very IC intensive industry (Branco et al., 2011) where IC explains significant 

proportion of banks performance. In the era of knowledge, banks are actively looking to identify 

the value created through their IC resources. Despite theoretical and empirical underpinnings of 

the relationship between IC and organizational performance, there has been little research on 

the association between IC and productivity in firms (Chen et al., 2014). We examine the 

association between IC and banks profit efficiency in India. Using the famous resource based 

view and knowledge based view this paper investigates the linkages between IC and profit 

efficiency for Indian banks from 2005-2006 to 2015-2016. The results of OLS regression 

method highlights that IC plays a significant role in influencing banks’ profit efficiency in India. 

The findings are robust to several robustness checks. Policy makers and bank managers should 

make attempts to exploit IC resources in banks and substantial investments should be made to 

increase human capital and relational capital. 

Keywords- Corporate Governance, Board Structure, Liquidity Creation, Intellectual Capital, 

Profit Efficiency, Indian Banking Sector.   
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