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Governance of the banking system, and its reflections on the
Palestinian banking performance according to specialists.

Prepared by: Jamal Al-Assouli

Supervisor: Dr. Azmi Al-Atrash

Abstract

This study aims at identifying the extent to which banks operating within the Palestinian
territories (both in West Bank and Gaza Strip) are committed to the elements of
governance in the banking system and its reflections on the Palestinian banking
performance according to specialists. It also aims at identifying to what extent people in
charge of managing those banks are concerned and interested in applying governance
criteria and standards, based on their awareness and familiarity of benefits achieved due to
the application of banking governance criteria and standards.

This study rests on the descriptive approach, through the use of two tools; qualitative and
quantitive analytical methods, through designing a questionnaire, that consists of 6
different axes, under which come banking governance elements in order to measure the
application of governance in the concerned banks. In addition, the researcher has studied
and analyzed the data and financial indicators issued by the PMA as to identify the impacts
on the performance of banks due to the application of banking governance criteria and
standards.

The target group consisted of operating and regional bank managers, their deputies and
assistants in particular, in addition to those in charge of the following departments;
auditing, compliance, internal and external customers, heads of facilities department,
members of auditing committee or board, and monitoring employees at PMA. 124
questionnaires were distributed and the target group constituted a random though
organized cross-section, among which 118 were recaptured, thus giving a 90% for the
percentage of response, taking into account that the target group included the above
mentioned in both West Bank and Gaza Strip.

The study has inferred that the operating Palestinian banking system has shown high
commitment in concern to application of governance elements which in its turn left a
prominent trace in the improvement and stability of the Palestinian banking system, in
addition to its continuation, and ability to provide services to the public. The study has
also shown that there is clear consideration for the application of governance criteria and
standards by those in charge of the management of those banks, due to their ultimate and
complete realization and appreciation of benefits and qualities achieved in case of proper
application. The application of reasonable and sound governance positively affects banks
performance. There have been contrasts in opinions within the cross-section itself
regarding the application of governance criteria and standards, issued by the PMA, by
Palestinian banks, especially with regard to risks or crisis management departments that
have been recently founded and developed in banks.



The study has shown an improvement in the financial indicators of banking system
especially with respect to profit of net assets and the rate of property rights. Not to mention
the huge reduction in amount of debts, and an improvement in the ability of capital to
absorb and overcome unexpected risks due to compliance to PMA instructions that are in
line with elements of governance.

The researcher concludes his study with a group of recommendations, among which; the
importance of benefitting from the successful experience of governance of the banking
system and spreading or passing it on to other economic sectors, in addition to the
importance of adopting governance as a practical and applicable approach rather than
limiting it to theory or academic material. Rehabilitation of employees in a manner that
ensures them professional and distinctive work. And finally, having the annual banking
report include an attachment or enclosure addressing the status of governance in banking
institutions, in terms of compliance and application of principals of governance.
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