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Abstract

The study aimed to measure the effect of Corporate Governance mechanisms on
Organizational Performance using the Balanced Scorecard perspectives. The study
population consisted of (10) private hospitals located in Amman, Jordan. The
researcher employed a questionnaire-based survey that targeted all managers
working in all managerial levels in these hospitals. A total of (193) responses were
collected. The statistical analysis used was SPSS Ver. 21. The hypotheses were tested
using multiple-regression analysis.

The Corporate Governance mechanisms used included: proactive role of board of
directors, board composition, and board autonomy. Balanced Scorecard perspectives
to measure organizational performance included: financial perspective, customer
perspective, internal process perspective and learning and growth perspective. It
was found that the proactive role of board of directors, board composition and
board autonomy all had a significant effect on organizational performance of
Jordan's private hospitals. When testing the comprehensive effect of corporate
governance mechanisms on each of the balanced scorecard perspectives, it was
found that corporate governance has a significant impact on organizational
performance. In particular, the proactive role of the board of directors had the most
significant impact on BSC perspectives, as evidenced in Wheelen and Hunger's
Board of Directors' Continuum (1994). Board composition and board autonomy also
had an effect on organizational performance.
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(1-7) Research Terms and Operational Definitions

(1-8) Study Limitations



(1-1): Introduction:

Corporate governance involves monitoring a firm's top management to ensure that a firm's
organizational interests and goals are kept. According to Wheelen and Hunger (2010), when
the board of directors practices good governance, they tend to be actively involved in the
running of the organization. This involves monitoring top management, evaluating and
influencing top management decisions and actions, and lastly, initiating and determining the
organizations missions and goals. After several financial crises all over the world, it came to the
attention of many, that poor governance practices may be a cause to these problems. In an
effort to mitigate these problems, regulations and guidelines were introduced in each country to
help encourage good governance practices (e.g. the Cadbury, Hampel and Higgs Reports in

the UK, the Bosch Report in Australia and the Business Roundtable in the US).

Interestingly, although many studies have been compiled to research the effect of good
governance on performance, there is no overwhelming evidence to suggest that corporate
governance has an effect on organizational performance (Hermalin and Weisbach,2002;
Hannifa and Hudaib, 2006; Kyereboah-Coleman and Biekpe, 2006). Other studies have
suggested that the effect of good corporate governance depends on the type of economy,
culture and market the firm is operating in. For example, Western countries encourage having a
larger proportion of outside directors serving on the board in order to create an unbiased

environment of strategy formulation and decision making (Wheelen et al., 2010).

In the past most studies only used one corporate governance dimension to measure
organizational performance (Klein, 1998; Kiel, 2003). However, it has been found that using a
comprehensive view of governance dimensions to measure performance, shows that good

governance is positively correlated to good performance (Klein, et al., 2005).



Financial measures such as return on investment, return on assets and earnings per share are
the traditional measures of performance that most organizations use. However, they do not

reflect any

intangible aspects of the firm such as customer interactions, operations and learning processes
(Bose and Thomas, 2007). The balanced scorecard is a tool to help investigate tangible and

non-tangible aspects of the firm.

The Balanced Scorecard (BSC) was introduced as a comprehensive performance
measurement in 1992 by Kaplan and Norton. The BSC measures four perspectives: financial,
customer, internal processes and learning and growth. Using the BSC, top management can
"find out information about the goal, driver and indicator elements for each of the four

perspectives" (Abran and Buglione, 2003).

The organizations board must be proactive in monitoring its employees, customer concerns,

internal processes and financial targets (Norton et al., 1992).

(1-2): Study Problem and Questions:

There have been very few studies addressing the issue of corporate governance in terms of the
separation between the ownership and the management of privately owned healthcare
providing organizations particularly hospitals in Jordan. Corporate governance practices have
been shown to enhance the effectiveness and efficiency of those organizations adopting them,
since the interests of both shareholders and the organization itself will be balanced. Business
organizations require transparency of actions on the part of the management team and
shareholders have the right to hold the management team accountable in terms of whether

their decisions and actions serve their interests. On the other hand, the organizational



performance of private hospitals has rarely been studied in Jordan, particularly through using
the balanced scorecard perspectives. This represents an important gap in the literature. Many
Jordanian private hospitals claim to have applied international standards related to quality
management systems and ISO certification (Hammouri, 2013),however it is not known whether
the actual performance of those hospitals has in fact improved. It is believed that there are
other factors, most important of which is the adoption of corporate governance mechanisms
that has a more crucial effect on their performance. Corporate governance is key to monitoring
firms' activities with regards to financial goals, enhancing customer relationships, optimizing

internal business processes and the continuous learning and growth of the firm.

The research questions addressed in this study are as follows:

1. What is the effect of corporate governance mechanisms(proactive role of board of
directors, board composition, and board autonomy) on organizational performance

using balanced scorecard measures in Amman's private hospitals?

2. What is the effect of the proactive role of board of directors on organizational

performance using the balanced scorecard in Amman's private hospitals?

3. What is the effect of board composition on organizational performance using the

balanced scorecard in Amman's private hospitals?



4. What is the effect of board autonomy on organizational performance using the

balanced scorecard in Amman's private hospitals?

(1-3): Study Objectives

This study aims to investigate the effect of Corporate Governance (proactive role of board of
directors, board composition and board autonomy) on organizational performance using
Balanced Scorecard perspectives (financial, customer, internal, learning and growth) to help

improve the performance of private hospitals in Amman, Jordan. It aims to:

1. Investigate the effect of corporate governance mechanisms (proactive role of board of
directors, board composition and board autonomy) on organizational performance
using the balanced scorecard perspectives in Jordanian private hospitals in Amman.

2. Investigate the effect of corporate governance mechanisms on organizational
performance using each of the balanced scorecard perspectives (financial, customer,

internal process and learning and growth).

3. Provide the management of Jordanian private hospitals in Amman with empirical
evidence that can help them in appreciating the importance of enhancing the
contribution of their board of directors in formulating and monitoring the implementation

of their strategies.

(1-4) Study Significance:
Jordan is considered a key destination for medical tourism (Hammouri, 2013). This means

priorities and goals with regard to financial targets, customer interactions, internal operations



and the growth of the health sector is susceptible to continuous change. There is a need to
enhance the autonomy of the board to enhance and improve interest of patients. Few known
studies have been conducted studying the role of the board of directors on organizational
performance in Jordan, particularly in the health sector. Using the balanced scorecard to study
corporate governance in Jordan's private hospitals will offer an insight that has not been
previously studied and add to the literature pertaining to governance in Jordanian private

hospitals in Amman.

(1-5): Study Hypotheses:
The current study tests the validity of the following hypotheses:

HO1: There is no statistically significant effect of corporate governance mechanisms (proactive
role of board of directors, board composition and board autonomy) on organizational

performance in Amman's private hospitals at level (a <0.05).

HO1.1: There is no statistically significant effect of proactive role of board of directors on
organizational performance in Amman's private hospitals at level (a <0.05).

HO1.2: There is no statistically significant effect of board composition on organizational

performance in Amman's private hospitals at level (a <0.05).

HO1.3: There is no statistically significant effect of board autonomy on organizational
performance in Amman's private hospitals at level (a <0.05).



HO2: There is no statistically significant effect of corporate governance mechanisms (proactive
role of board of directors, board composition and board autonomy) on Financial Perspective of
organizational performance in Amman's private hospitals at level (a <0.05).

HOg3: There is no statistically significant effect of corporate governance mechanisms (proactive
role of board of directors, board composition and board autonomy) on Customer Perspective of

organizational performance in Amman's private hospitals at level (a <0.05).

HO4: There is no statistically significant effect of corporate governance mechanisms (proactive
role of board of directors, board composition and board autonomy) on Internal Process

Perspective of organizational performance in Amman's private hospitals at level (a <0.05).

HOs: There is no statistically significant effect of corporate governance mechanisms (proactive
role of board of directors, board composition and board autonomy) on Learning and Growth
Perspective of organizational performance in Amman's private hospitals at level (a <0.05).

(1-6) Study Model:

Figure 1 depicts the study model showing Corporate Governance mechanisms(Proactive Role
of Board of Directors, Board Composition, Board Autonomy) as the independent variable and
Organizational Performance using Balanced Scorecard Perspectives ( Financial, Customer,

Internal, Learning and Growth) as the dependent variable.
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Figure 1-1: Study Model (Kaplan and Norton, 2001; Klein, Shapiro and Young, 2005; Wheelen

and Hunger, 2010)

(1-7): Research Terms and Operational Definitions:

This section includes the terms and definitions to be used in the course of this study:

Corporate Governance: Describes the relationship between three groups: board of directors,

top management and shareholders; where the BOD oversees the top management with the

concurrence of shareholders in order to determine organizational direction and performance.

Corporate governance dimensions include: proactive role of board of directors, board

composition and board autonomy (Demb and Nebauer, 1992).



Proactive Role of Board of Directors: The degree to which an organization's board is

involved in directing and leading an organization (Wheelen and Hunger, 2010).

Board Composition: The memberswhich make up a board, known as inside directors and
outside directors. Inside directors typically include executive managers of the firm while outside

directors are executives employed by other firms (Wheelen and Hunger, 2010).

Board Autonomy: Measured through many indices of board independence. Independence

requires that board members are not associated with the organization, its parent or any other
affiliated organization that it conducts business with. Sub-indexes contains measures such as
whether or not Chair and CEO positions are split and board effectiveness, including regularity

of meetings ( Klein, Shapiro and Young, 2005).

Balanced Scorecard: A performance management system that measures organizational
performance from financial and non-financial perspectives. These perspectives include
financial, customer, internal business process and learning and growth perspectives (Kaplan

and Norton, 2001).

Financial Perspective: This is related to organization's profit and is measured subjectively
through return on investment, return on capital employed and economic value added (Abran

and Buglione, 2003).

Customer Perspective: This includes customer satisfaction, customer retention and market

share in target markets (Abran and Buglione, 2003).

Internal Business Process Perspective: This is related to all internal processes that have the
greatest impact on customer satisfaction and achieving financial goals (Abran and Buglione,

2003).
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Learning and Growth Perspective: This is related to how the organization manages to create
continuous growth and improvement through people, systems and organizational procedures

(Abran and Buglione, 2003).

(1.8) Study Limitations:

The limitations for the current study are as follows:
1. Place Limitation: Jordanian private hospitals located in Amman.

2. Human Limitation: The study applies to employees of hospitals working in private
hospitals in Amman in the three managerial levels (top management, middle

management, and lowest management).
3. Time Limits: The study took place between March 2014 and July 2014.

4. Scientific Limitation: The study was based on previous studies and theoretical
literature on corporate governance mechanisms (proactive role of board of directors,
board composition and board autonomy)and organizational performance using the
balanced scorecard measures (financial, customer, internal business process and

learning and growth).



Chapter Two

Theoretical Framework and Previous Studies

(2-1): Theoretical Framework

(2-2): Previous Studies

11
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(2-1): Theoretical Framework:

Corporate Governance:

According to Demb and Neubauer (1992), corporate governance describes the relationship
between three groups: board of directors, top management and shareholders; where the BOD
oversees top management with the concurrence of shareholders in order to determine
organizational direction and performance. Furthering that definition, by focusing on
shareholders' interest Shleifer and Vishny (1997) describe corporate governance as "dealing
with the ways in which suppliers of finance to corporations assure themselves of getting a
return on their investment" and aims to solve the core problem of compensation to investors.
The interested parties that shareholders aim to protect include "equity holders, creditors, and
other claimants who supply capital as well as other stakeholders such as employees,

consumers, suppliers and the government" (John and Senbet, 1998).

According to various studies, corporations which practice good governance have been found to
"generate positive returns and boost confidence." (Gompers, et al., 2003; Kyereboah-Coleman
and Biekpe, 2006). The corporate governance structure involves the different mechanisms
which make up corporate governance. These include specifically: board size, board
composition, CEO-Chair duality, proactive role of board of directors, board autonomy,
independent directors and multiple ownerships (Holthausen and Larcker, 1993; Dahya et al.

,1996; Klein,1998, Latif et al., 2013; Apadore and Zainol, 2014).
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Proactive Role of Board of Directors

The board of directors is involved in strategic management. According to Wheelen and Hunger

(2010) their role is a three-fold task: (1) monitoring firm's management (activities, expenditure,

and developments inside and outside the organization) (2) evaluating and influencing
managers' plans, proposals, decisions and actions by offering advice and alternatives and (3)
initiating and determining the organizational mission, strategy and ultimately, goals. The degree
of involvement (on the part of the board) depends on how active the BOD is in carrying out its
tasks. Wheelen et al.(1994) created a continuum which depicts this degree of involvement
ranging from active to passive. Highly involved boards (referred to as "catalyst") are highly
involved. They take an active role in creating, implementing and modifying (when needed)
organizational mission, strategy and goals. These boards perform all three tasks (monitoring,
evaluating and influencing, and initiating and determining) with great seriousness and are likely
to meet periodically to discuss firms' progress. At the other end of the spectrum, are boards
that have no degree of involvement (a "phantom" board), and would leave most decisions to
top management. This type of board may not perform even the basic task of monitoring or meet
periodically to discuss performance reviews. According to a 2005 study of directors all over the
world by McKinsey and Company, it was found that the majority of boards worldwide were (to
some degree) actively involved in their role as members of the board. The least task the board
may carry out is reviewing performance indicators and selected key decisions (Wheelen and

Hunger, 1994).
Board Composition

Board composition is the inside directors (those executive managers that work in the firm) and
outside directors (executives employed by other firms) that make up a board (Wheelen et al.,

2010). Dey and Chauhan (2009), have defined board composition as referring to "the number



14

of directors (board size) and the type, as determined by the usual insider-outsider classification.
Insiders are the current members of top management teams, and employees of the company
or its subsidiaries. Outside directors have no such association, but are further classified into
affiliated or non-affiliated (independent). Affiliated outsiders are not members of the current
management, or employees of the company, but have some influential link with the firm, such
as consultants. Non-affiliated outsiders are usually referred to as independent directors,

recruited because of their expertise, name, recognition and skills."

According to previous research, having a majority of outside directors, as opposed to inside
directors means the organization is effectively practicing good corporate governance ( Wang
and Huynh, 2014). John and Senbet (1998) argued that "the boards of directors become more
independent as the proportion of outside directors increased." According to Hermalin and
Weisbach (2002) there is "very little theory on the determinants of optimal board composition."
However, when looking at corporate governance across the world, it is found that in many
countries (i.e the Eastern Asian countries) it is culturally preferred and more effective to have

more inside directors than outside directors.

Board Autonomy:

Autonomy is measured through several sub-indexes measuring independence, effectiveness
and structure. Independence requires that "board members have no affiliation with the
company, its parent, or any firm with which the company does business". The independence
index includes whether or not the CEO and Chair positions are split and the independence of
audit and compensation committees from the influence of top management. The effectiveness
index measures various aspects such as regularity of board meetings (Klein, Shapiro and

Young, 2005).
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Corporate Governance Practices at the Country and International Level:

Following several financial crises at both domestic and international levels (i.e. Asia Financial
Crisis in 1997) corruption and poor governance practices were exposed in corporations across
the world. To solve the problems attributed to poor practices, governments introduced
frameworks and guidelines of good corporate governance practices (Sarbanes-Oxley in the
U.S, MCCG in Malaysia, and the Cadbury Report) (Denis and McConnell, 2003; Yusuf et al.
2012). A key point that researchers stressed on was that the impact of corporate governance
measures on performance differ across cultures. One difference between countries corporate
governance systems is the differences in the ownership control of firms that exist across
countries. Systems of corporate governance therefore can be distinguished according to the
degree of ownership and control and the identity of controlling shareholders (Hannifa and
Huddaib, 2006). For example, in countries in the Far East, most companies are family-owned
and it is considered normal that corporations would have more than one family member serving
on the board of directors. It was found that "two-thirds of listed firms in East Asia countries are
controlled by a single shareholder with 60% of managers in these companies members of the
family of the controlling shareholder" (Bruton, Ahlstrom and Wan, 2003; Filatochev et al.,
2005). Therefore, it comes as no surprise to assume that those who favor a higher proportion
of outsiders is likely to be less biased and are able to objectively monitor managers'
performance. In most Western countries (U.S, U.K and France) the law, (or even the trend)
would require that there be a higher or equal proportion of outside directors to inside directors.
Japan, on the other hand is the opposite, where the average board would have 2 outsider and

12 inside directors (Wheelen and Hunger, 2010).
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Benefits of Corporate Governance:

Good corporate governance practices will help organizations to avoid the conflicts of interests
among stakeholders by ensuring that proper monitoring, evaluating and influencing, and
determining the firm's strategy (Wheelen and Hunger, 2010). This will hence create competitive
advantages that lead to sustainable economic development as well as improved performance

for the organizations.

Poorly governed firms are expected to be less profitable, more susceptible to bankruptcy and
smaller payouts to their firms. On the other hand, well-governed firms are expected to have
higher profits, less bankruptcy risks and bigger cash pay-outs to their shareholders
(Kyereboah-Coleman et al, 2006). Claessens (2003) also argues that "better corporate
frameworks benefit firms through greater access to financing, lower cost of capital, better
performance and more favourable treatment of all stakeholders", while weak corporate
governance does not only lead to poor firm performance and risky financing patterns, but is

also conducive to macroeconomic crises like the 1997 East Asia crisis.
Corporate Governance Barriers

Following major corporate collapses in various developed stock markets in the last two
decades, steps have been taken to avoid similar situations at the micro- or macro-level. Many
academians attributed these to poor corporate governance practices (Filatochev, et al.,2005)
prompted the governments in the region to seriously consider ways of improving the
governance structures in their respective countries. Most of the countries in the region have
each now established a Code of Corporate Governance to ensure the continuance of good
corporate governance practices as well as boost investor confidence. However, "the principles
outlined in most of the Codes in these countries are largely derived from recommendations in

developed countries and may not necessarily be applicable to developing countries." Every



17

nation has its own national character as well as social and economic priorities and as such,
what is desirable in one country may not be so in another. Likewise, every corporation has its
own unique history, culture and business goals. Hence, efforts to reform corporate governance

should take into account all of these factors (Hannifa et al., 2006)
Organizational Performance and the Balanced Scorecard:

In all areas of management, organizational performance is the key tool in evaluating a firm's
financial and non-financial results, as well as way to draw comparisons with rival organizations.
Performance is "the most important criterion in evaluating organizations, their actions and

environments” (Richard et.al, 2009)

The balanced scorecard, first introduced in 1992 by Kaplan and Norton, is a performance
measurement system that gives an encompassing view of the firm's financial and non-financial
perspectives. These perspectives encourage managers to look past typical financial measures.
These measures include: (1) financial measures (concerned with how the firm looks to
shareholders) (2) customer measures (considers how the firm looks to customers) (3) internal
process measures (concerned with what the firm must excel at) (4) learning and growth

(concerned with actions to improve and create value) (Bose and Thomas, 2007).

"The aim of the BSC is to formulate operational objectives and financial and non-financial
performance measures in each of these four perspectives." (Lord, Shanahan and Gage, 2006).
The first part of the statement reiterates what others have studied in terms of creating
objectives based on a firm's vision and strategy (Niven, 2002; Huang, 2007 and Alzwyalif,

2012).

The balanced scorecard encourages managers to look beyond traditional accounting measures

and also focus on non-financial aspects of the firm (Bose and Thomas, 2007). Proponents of
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the BSC argue that accounting and financial measures do not accurately reflect good or bad
financial results, nor does it reflect true firm performance. These measures do not take into
account intangible assets of the firms such as "research in progress, human resources and the
good-will as well as the bad which the company has built." (Norreklit, 2000). By implementing
benchmarks for non-financial aspects of the firm (customer processes and employee
performance), the firm is able to create corporate strategy. Kaplan and Norton (1996) furthered
their study of the balanced scorecard and explained that it was a tool to clarify the firm's vision,
and in turn, the corporate strategy. Creating this strategy is based on turning the organization's

vision into goals based on the four BSC perspectives (Bose and Thomas, 2007).

Olven et al. (1999) put forward four processes to help implement this BSC based strategic
management system. These processes involve: translating the vision into translatable goals at
all managerial levels; communicating those goals across the organization; integrating firm's
business and financial plans; and receiving feedback such that strategic learning takes place.
All these processes involve measuring a firm's daily operations through direct cause-and-effect

linkages (Ronchetti, 2006).

To reinforce the notion of a translatable mission, vision and strategy, the selected BSC

measures must reflect the organization's strategic objectives (financial and non-financial).

Financial measurement is the most common performance measurement tool. It typically uses
return on investment (ROI), return on equity (ROE) and operating income. These numbers
ascertain whether or not the company is reaching the bottom- line and reflects "economic
consequences of actions already taken"(Bose and Thomas, 2007). The strategic objectives

would usually include improving returns, broadening revenue mix and reducing cost structure;
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therefore using traditional financial measures that would help managers answer questions like:
"To succeed financially, how do we appear to our shareholders?" (Kaplan and Norton,1996;

Najjar and Kalaf, 2012).

Customer perspective is how customers view and perceive the organization. It identifies the
target market and segments while measuring the success of this segment (Chia, Goa and
Hum, 2009). According to Abran and Buglione (2003), this perspective includes customer
satisfaction, customer retention and market share in target segments. Customers are key in
developing any firm's business strategy (Najjar and Kalaf, 2012), where strategic objectives
include increasing customer satisfaction with product services as well as increasing satisfaction
"after the sale" or service has been given. The customer concerns are divided and measured in
four different categories: quality, time, performance and cost. Quality involves the defected
number of product/service the customer measures. Lead time involves the time taken to
answer customer needs. It can be measured through customer satisfaction, retention and

acquisition (Kaplan and Norton, 1996).

Internal process perspectives measures focus on the internal processes which help the
organization achieve its goals (Chi, Goa and Hum, 2009). It is related to all internal processes
that have the greatest impact on customer satisfaction and achieving financial goals (Abran
and Buglione, 2003). This is furthered by Al- Najjar and Kalaf's (2012) idea that the internal
business processes of a firm provide a way to answer the manager's question of "What
business processes must we excel at to satisfy our customers and shareholders?". The internal
business process perspective puts forward a framework of analysis and measurement. The
framework involves innovation processes, followed by operational processes and lastly, after-
sale processes. The innovation process involves product/service development and discovering

customer preferences and needs. The operational process is where the organization develops,
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markets and delivers its new product/service. After-sales is the process where service/product

is monitored (Bose and Thomas, 2007; Sawalga, Holloway, Alam, 2011).

The learning and growth process differs from the other three perspectives. The first three
realize where the company has been, whereas learning and growth reflects where it wants to
be and how it can get there, through realizing the strategic plan (Bose et. al, 2007). This
perspective has three dimensions: people, systems and organizational perspectives. Abran et
al. (2003) have stated that the organization creates growth and improvement through
monitoring and improving these three dimensions. This involves open communication with

employees about organizational processes to create value for the firm (Chia, Goh, Hum, 2009).

Benefits of the Balanced Scorecard:

The Balanced Scorecard provides many benefits to the organization in creating the strategy
and achieving the firm's goals. It provides an encompassing view of the firm's tangible and
intangible assets, as well as, where those assets can take the organization into the future (Al-
Najjar, et al., 2012). Unlike traditional performance measures (which only gives financial figures
that do not accurately reflect a firms true performance), the balanced scorecard simultaneously
works as a "performance management process and strategy implementation tool .Using the
BSC means that performance measures are aligned with the mission and strategy; while at the
same time creating a system of continuous feedback where all members of the organization
are aware of their contribution to the firm's business processes and how those said processes

can be improved (Huang,2007).
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The Effect of Corporate Governance on Performance using the Balanced

Scorecard:

Corporate governance is a way to establish ownership and control within an organization or
"supervising and holding to account those who direct and control management" ( Kyereboah-
Coleman, et al. 2006). Corporate governance is concerned with the relationship between the
internal governance mechanisms of corporations and stakeholders' perception of corporate
accountability (Deakin and Hughes, 1997). It has also been defined by Keasey et al. (1997) to
include ‘the structures, processes, cultures and systems that engender the successful

operation of organizations".

According to Atkinson et al. (1997) the reason why the balanced scorecard redefines the vision
and strategy of the firm using the four perspectives is to include all stakeholders in balancing
out the company's activities. When viewing the BSC measures, we find that some stakeholders
are not included in the perspectives, such as suppliers, creditors, the government, etc. The
BSC perspective mostly includes internal stakeholders (customers, employees, shareholders)

(Norreklit, 2000).

Corporate governance involves having the board of directors determine organizational direction
and performance. In order for the BOD to be able to do that, it must formulate a strategy based
on the company's vision. The formulation of the strategy must be from the top management in

conjecture with the board even if goals are created at lower levels in the organization (Abdullah
et al., 2013). According to Novak (2000), it is very important that all members of the

organization are clear their understanding of the firm's strategy, vision and goals

In 2001, Kaplan and Norton expostulated on their study of the BSC and further developed the
performance measure into helping top management and the boards of director create a

strategy. After interviewing over 200 senior managers, Kaplan et al. (2001) created a "strategy
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map". This strategy map was a general framework that organized the firm's vision and strategy
into definable goals that were based on the four perspectives. Therefore, rather than delivering
a general strategy based on financial targets, the firm would be able to create a strategy map
based on the Balanced Scorecard. This framework would then be delivered to the organization
"creating a common and understandable point of reference for all organizational units and
employees." The authors put forward five principles illustrating how a firm can be a strategy
focused organization. They include: (1) Translating the strategy into operational terms (financial
and customer targets) (2) Align the organization to the strategy (3) Make strategy everyone's
day job (all members of the organization will implement strategy into their internal business
processes) (4) Make strategy a continual process (learning and growing with changes in the
organization) (5) Mobilize leadership for change. Here we link the effect that an active board of
management has on the organization's performance according to financial, customer, internal

process and learning and growth perspectives.

Board composition depends on the number of inside directors as opposed to outside directors;
while board autonomy involves the independence and effectiveness of a board. According to
some previous studies, in most Western cultures having more outside directors means the
interests of company's stakeholders are being looked out for and performance improved (John
and Senbet, 1998;Wang and Huynh, 2014); while other studies found no significant relationship
between board composition, board independence and performance (Hermalin and
Weisbach,2002). Many studies, however, found that a more effective board (i.e. periodical
meetings where monitoring, evaluating and determining took place) was likely to get a good
performance review (Klein, Shapiro and Young, 2005). Corporate governance mechanisms can

therefore be reviewed by measuring whether or not organizational objectives have been met.
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Figure (2.1): Linking Corporate Governance Practices to Organizational Performance Using the Balanced

Scorecard (Kaplan and Norton, 2001; Klein, Shapiro and Young, 2005; Wheelen and Hunger, 2010).
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(2-2): Previous Studies:

1- Corporate Governance, Family Ownership and Firm Value: The
Canadian Evidence (Klein, Shapiro and Young, 2005)

The study contributed to the literature of the relationship between firm value and performance
and newly released indices corporate governance in a sample of 263 Canadian firms. The
study used a comprehensive index of corporate governance measures which included: board
composition, shareholding and compensation policies, shareholder rights policies and
disclosure policies. These measures were not only tested for their effect on performance but
also which governance factors were found to be more important than others. The most
important index addressed here is board composition. The board composition sub-index uses
board autonomy, structure and effectiveness. Autonomy uses independence of the board as
part of this sub index where independence "rules out family members, suppliers or customers
as being independent. Independence requires that members have no affiliation with the
company, its parent or any firm with which the company does business." The sub index
includes measures of CEO-Chairman split (structure) and regularity of board meetings
(effectiveness). It was found that the all the governance sub-indexes had a significant positive
effect on firm performance, except for board composition, which was not positively related to

performance or had any significant effect.
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2-  Corporate Governance Structure and Performance of Malaysian
Listed Companies (Hannifa and Hudaib, 2006)

This study was conducted between the years 1996 and 2000. The researchers studied the
relationship between corporate governance structure and the accounting and marketing
performance of 347 companies listed on the Kuala Lampur Stock Exchange (KLSE). Hannifa
and Huddaib stressed that the impact of corporate governance measures on performance differ
across cultures (i.e. in Malaysia there is a high concentration of ownership (little protection for
minority shareholders). There is no separation between owners and shareholders, while
corporations enjoy close relations with banks, resulting in possible moral hazard lending in
times of financial bailouts. They studied the effects of board size, board composition, role
duality, multiple directorships, top five shareholders, and managerial shareholders on
accounting performance ( return on assets, gearing, sales, and capital expenditure) and market
performance (industry type based on KLSE classifications). The key findings of this study (as
pertaining to this one) showed that board composition has no significant effect on marketing or
accounting performance. Multiple directorships (i.e. sitting on more than one board) were found
to negatively impact market performance; while at the same time having no significant effect on
accounting performance. Role duality (CEO of firm doubles as chairman of the board) was also
found to negatively impact accounting performance, while having no significant effect on

market performance.

3- The Relationship between Board Size, Board Composition, CEO
Duality and Firm Performance Experience from Ghana (Kyereboah-Coleman
and Biekpe, 2006)

This study was conducted in Ghana, using a sample of non-financial firms listed in the Ghana

Stock Exchange, using annual data from the years 1990-2001. It studied the impact of
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corporate governance measures on performance measures namely ROA, Tobin's Q, and
growth in sales. Corporate governance measures used included: board size, board composition
and CEO duality. They found that board size positively impacts ROA and Tobin's Q, although
researchers did not necessarily encourage that all firms should automatically increase the
number of board members. Board composition had a negative impact on Tobin's Q and firm
profitability showing that the" independence of the board is not necessarily critical for the
effective performance of any firm." The corporate governance measure of role duality was

found to negatively impact ROA, Tobin's Q and sales growth.

4- The Link Between Corporate Governance and Performance of the
Non-Traditional Export Sector: Evidence from Ghana (Kyereboah-Coleman
and Biekpe, 2006)

The study was conducted over a ten-year period (1995-2004), and examined the effects of
governance mechanisms on the performance of non-traditional export (NTE) firms in Ghana.
Corporate governance mechanisms included: board size, CEO duality, board composition and
ownership structure. It is important to note that the sample showed 54% of the owners to be
non-Ghanians; so it would be assumed that foreign ownership is common among Ghana's NTE
firms. It was also implied that more inside directors were on the board than outside directors.
Results of the study were mixed, showing that the effect of board size and CEQ duality on
performance were inconclusive. Board composition and ownership structure, however, were

found to have a positive impact on performance of export firms.
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5- Corporate Governance, Transparency, and Performance in Malaysian
Companies (CheHaat, Abdul Rahman and Mahenthiran, 2008)

This study investigated the effect of corporate governance practices on transparency and
performance of 146 Malaysian firms listed in the Malaysian Stock Exchange in the year 2002.
The study was undertaken, since many experts believed that poor corporate governance
practices were one of the driving forces of the Asia financial crisis of 1997. The researchers
studied the governance mechanisms of 73 good performance companies with 73 comparable
poor performance companies, where governance mechanisms included the role of board of
directors and board independence. They tested the effects of good corporate governance
practices (i.e. debt monitoring, foreign ownership,) on corporate transparency (i.e disclosure
and timeliness of reporting) and performance. Indications of the study found that "internal
governance mechanisms are not important determinants of corporate performance. However,
governance in forms of debt monitoring and foreign ownership do have significant influence on

corporate performance. Transparency was not found to be a significant mediating variable."

6-  Board Composition and Performance in Indian Firms: A Comparison
(Dey and Chauhan, 2009)

This study used a sample of 420 organizations listed on the Bombay stock exchange for the
time period 2006-2007. It was conducted using only one corporate governance measure; board
composition and its effect on the performance of four categories of firms (public sector
undertakings (PSUs), private stand-alone firms, subsidiaries of foreign firms, and private
business group affiliated firms) Board composition consists of board size and board
independence, where board size included the number of sitting directors on the board and

board independence was the number of non-affiliated directors. Researchers hypothesized that
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both board size and board independence had an insignificant effect on the firm performance of
all four categories of firms. It was found, with regards to private stand alone firms and group
affiliated firms, that while board size had a significant effect on performance, board
independence did not. The same results were found with foreign subsidiaries. Not surprisingly,
it was found that firm performance of PSUs was not significantly affected by board size or

board independence.

7-  Ownership Structure, Corporate Governance, and Corporate
Performance in Malaysia (Ghazali, 2010)

After the Asia financial crisis of 1997, new regulations were implemented to monitor corporate
governance practices and realize long term shareholder value. The regulations were referred to
as the Code. Part 1 of the code gave guidelines for good corporate governance principles,
while Part 2 of the code suggested guidelines to help firms design a structure better suited for
corporate governance. The study sample included 87 companies that assumed (as the
Malaysian government did) better corporate governance practices led to better overall
performance. Governance measures included: board size, independent directors (outside
directors), and chair independence (separation of CEO and chair). They assumed that smaller
boards, higher proportion of independent directors, and chair independence lead to better
corporate performance. After conducting the study, it was found that none of the corporate

governance variables were statistically significant in explaining corporate performance.
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8- The financial crisis, internal corporate governance and the
performance of publicly-traded U.S bank holding companies (Cornett,
McNutt &Tehranian, 2010)

This study looked at the internal corporate governance mechanisms and the effect these
mechanisms had on the performance of publicly-traded U.S bank holding companies before
and during the U.S financial crisis between 2003 and 2009. The internal corporate governance
mechanisms included executive ownership, affiliated director ownership, frequency of board
meetings, and CEO-Chair duality. The performance measures included profit, net income and

return on assets.

In the study, it was found that in the years 2003-2006 (prior to the financial crisis) governance
mechanisms are strongly emphasized in banks leading to good performance, such as.
However, just prior to and during the financial crisis (2007-2009), it was found that "several
measures of internal corporate governance weakened significantly”, particularly in large banks
that suffered the most significant losses through drops in related stock returns. Examples of
weakening internal governance controls included the failure of boards to meet more frequently
at a time of crisis and CEOs continuing "to serve in the dual role of board chair." Researchers
stated in regards to governance mechanisms that"...... a time when effective corporate
governance seems most critical, banks, particularly large banks, appear to decrease internal
monitoring."; thus showing the importance of internal monitoring at times of financial crisis and

its effect on performance.
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9- The impact of internal attributes of corporate governance on firm
performance: Evidence from Pakistan (Sheikh, Wang and Khan, 2012)

The study was conducted over a period of five years on a sample of 154 firms in Pakistan. Like
many countries in the late 1990's the Securities Exchange Commission of Pakistan introduced
a framework to develop corporate governance practices and "foster investor confidence in the
Pakistani market." The framework was designed to implement best practices of corporate
governance adopted from international legal standards to protect shareholder interests
(particularly minority shareholders) The internal attributes of corporate governance included
board size, outside directors, CEO duality, and managerial ownership of firm. They
hypothesized that all governance attributes were positively related to firm performance. The
results of that study showed that board size was positively related to firm performance; while
CEO duality is positively correlated with only earnings per share (EPS). Outside directors and

managerial ownership, however, were found to be negatively related to earnings per share.

10-  Ownership Structure, Corporate Governance and Firm Performance:
Evidence from an Emerging African Market (Mollah, Farooque and Karim,
2012)

This study was conducted with a study sample of 19 firms in the Botswana Stock Exchange.
The purpose of the study was to broaden the research conducted on the topic of corporate
governance and its effect on ownership structure, board characteristics and firm performance
of these companies. Ownership structure referred to diverse ownership pattern (dispersed
shareholders while control of firm is in the hands of corporate management). Board
characteristics included board size and board independence. The results of the study (limited
by the small sample size), found that dispersed ownership structure had a significant positive

effect on firm performance. This is contrary to many findings of other empirical studies and is
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interesting because Botswana is considered to have one of the most promising emerging stock

markets in Africa.

11-  Corporate Governance and Firm Performance of Listed Companies in
Malaysia (Yusuf and Alhaji, 2012)

The study, conducted between 2009 and 2011, examined the relationship between corporate
governance and firm performance of 813 companies listed on the Bursa Malaysia. The
companies represented nine sectors of the Malaysian stock exchange. Corporate governance
measures included proportion of non-executive directors (NED), board leadership structure (the
separation between CEQO and chair leads to a separate leadership structure to effectively
monitor CEQ) and board size. Performance measures were financial and included earnings per
share (EPS) and return on equity (ROE). The researchers put forward hypotheses stating the
existence of a relationship between governance measures and firm performance. The role of
independent non-executive directors and its effect on firm performance was mixed, depending
on the amount of time the independent NED has devoted to involvement in company's
operation, accepting the hypothesis put forward that a relationship exists between NEDs and
firm performance. It was found that few companies in Malaysia had a board in which the CEO
also served as Chairman (only in a few family-owned companies), therefore it was found that
there was no relationship between leadership structure and firm performance. Finally, it was
found that boards with 13- 15 members were more effective in monitoring and controlling the

firms, thus a relationship was found to exist between board size and firm performance.
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12-  Corporate Governance and Financial Performance of Indian Firms
(Gugnani, 2013)

This study investigated the relationship between corporate governance and performance of 97
manufacturing firms listed on the Bombay Stock Exchange between the years 2005 and
2012.The firms spanned 18 different sectors/ industries. Governance measures included: board
size, board composition, duality in terms of board ownership, and insider promoter's holdings. It
was hypothesized that board size and CEO duality had a negative relationship with
performance while board independence and insiders holdings had a positive relationship with
financial performance. All hypothesis were rejected in the study, except for the financial
measure of profit margin, where it was found that profit margin is significantly related to board
size and promoter's holdings. Interestingly, it was found that larger boards adversely affect
profit margin. The proportion of promoter's holdings was found to positively related to financial

performance measures as well.

13- Impact of Corporate Governance on Firm Performance: Evidence
from Sugar Mills of Pakistan (Latif, Shaheed, UlHaq, Waqas, Arshad, 2013)
The research examined the effect of corporate governance mechanisms (board size, board
composition, CEO-Chairman duality) on firm performance (return on assets (ROA)) in 12 sugar
mills of Pakistan from the year 2005-2012. Latif et al. found that board size had a significant
effect on firm performance, while board composition did not. With regards to CEO-Chairman
duality, it was found that in family firms when the CEO doubles a Chairman of the board,

performance of the firm increases.
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Chapter Three
Methods and Procedures

(3-1): Introduction

(3-2): Study Methodology

(3-3): Study Population and Sample

(3-4): Demographic Characteristics of Study Respondents
(3-5): Study Tools and Data Collection

(3-6): Statistical Treatment

(3-7): Validity and Reliability
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(3-1): Introduction

In this chapter the researcher will describe in detail the methodology used in this study, and the
study population and its sample .Next, the researcher will design the study model and explain
the study tools and the way of data collections. After that, the researcher will discuss the
statistical treatment that is used in the analysis of the collected data. In the final section the

validation of the questionnaire and the reliability analysis that is applied will be clearly stated.

(3-2): Study Methodology

Empirical data were collected and analyzed through a quantitative investigate approach. This
approach was chosen because the current study was concerned with testing the validity and

discerning the suitability of the constructed evaluatory model.

Investigation research was deemed the most suitable technique of measuring the quantitative
data (Neuman, 2003). Leedy and Ormrod (2005) defined Investigation research as research
include gathering of information about the subject of the object to be measured from the
members of the study sample and analyzing their responses to a set of predetermined

questions.

The research design chosen for the study is the survey research. The survey is an attempt to
collect data from members of a population in order to determine the current status of that

population with respect to one or more variables .The survey research of knowledge at its best



35

can provide very valuable data. It involves a careful design and execution of each of the

components of the research process.

The researcher designed a survey instrument that could be administered to selected subjects.
The purpose of the survey instrument was to collect data about the respondents on study

variables.

(3-3): Study Population and Sample

The study population consists of (10) Jordanian Private Hospitals as clarify in table (3-1). The
unit of analysis consists of all individuals who assume managerial responsibilities and are, thus,
located in one of the three main managerial levels (top, middle, and lower levels) in these
hospitals. Based on this, a total of (197) respondents were targeted, from which a total of (194)
answered questionnaires were retrieved, of which (1) were invalid. Thus, (193) answered

questionnaires were valid for study.
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Jordanian Private Hospitals
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No. Name of Hospital Number of Responses
1 Arab Medical Center 17
2 Dr. Ahmed Hamayda General Hospital 14
3 Hayat Hospital 17
4 [bn-Alhaytham Hospital 23
5 Istiklal Hospital 21
6 Istishari Hospital 24
7 Jordan Hospital 22
8 Palestine Hospital 19
9 Specialty Hospital 21
10 The International Hospital 19
Total 197

(3-4): Demographic Characteristics of Study Respondents

Tables (3-2) ; (3-3) ; (3-4) ; (3-5) and (3-6) shows the demographic variables of the study

sample (Gender; Age; Qualification; Number of Employees and Hospital Age).

Table (3-2)

Descriptive the Gender of the sample

Variables Categorization Frequency | Percent
Male 86 44.6
Gender
Female 107 55.4
Total 193 100%
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Table (3-2) clarifies the gender of the study sample, that (44.6%) of the study sample were
male and (55.4%) of the study sample were female

Table (3-3)

Descriptive the Age of the sample study

Variables Categorization Frequency | Percent
Less than 30 Years o7 29.5
From 30 — Less than 40 Years 66 34.2
Age From 40 - Less than 50 Years 40 20.7
From 50 — Less than 60 Years 24 12.4
60 Years and older 6 3.1
Total 193 100%

Table (3-3) shows that the (29.5%) of the sample range Aged less than 30 Years, (34.2%) of

the sample range Aged between 30 — Less than 40 Years, (20.7%) of the sample range Aged

between 40 — Less than 50 Years. (12.4%) of the sample range Aged between 50 — Less than

60 Years, Finally, (3.1%) of the sample range Aged 60 Years and older.

Descriptive analysis of the qualification in the table (3-4) shows that the (16.6%) from the study

sample were having 2 Years Diploma degree, (54.4%) from the study sample having Bachelors

degree, (16%) from the study sample having High Diploma or Masters degree, finally, (13%)

from the study sample having Doctorate degree.




Table (3-4)

Descriptive the qualification of the sample study
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Variables Categorization Frequency | Percent
2 Years Diploma 32 16.6
Bachelors 105 54 .4
Qualification
High Diploma or Masters 31 16
Doctorate 25 13
Total 193 100%

From the Number of Employees within the Organization variable in the table (3-5), the results

shown that (18.6%) range number of employees less than 50, (17.6%) range number of

employees between 50 — Less than 100, (25.4%) range number of employees between 100 —

Less than 150. (14%) range number of employees between 150 — Less than 200. Finally,

(24.4%) of the sample range number of employees 200 or more.

Table (3-5)

Descriptive the Number of Employees within the Organization

Variables Categorization Frequency | Percent
Less than 50 36 18.6
From 50 - Less than 100 34 17.6
Number of Employees - I'e. o456 | aes than 150 49 254
within the Organization
From 150 - Less than 200 27 14
200 or more 47 244
Total 193 100%
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Descriptive the Hospital Age
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Variables Categorization Frequency | Percent
Less than 5 Years 66 34.2
From 5 - Less than 10 Years 33 17
Hospital Age From 10 - Less than 15 Years 21 10.9
From 15 — Less than 20 Years 36 18.7
20 Years and above 37 19.2
Total 193 100%

Table (3-6) shows that the (34.2%) of the hospital range Aged less than 5 Years, (17%) of the

hospital range Aged between 5 - Less than 10 Years, (10.9%) of the hospital range Aged

between 10 - Less than 15 Years. (18.7%) of the hospital range Aged between 15 - Less than

20 Years, Finally, (19.2%) of the hospital range Aged 20 Years and above.

(3-5): Study Tools and Data Collection

The current study is of two folds, theoretical and practical. In the theoretical aspect, the

researcher relied on the scientific studies that are related to the current study. Whereas in the

practical aspect, the researcher relied on descriptive and analytical methods using the practical

manner to collect, analyze data and test hypotheses.
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The data collection, manners of analysis and programs used in the current study are based on

two sources:

framework of the study.

. Secondary sources: books, journals, and theses to write the theoretical

Primary source: a questionnaire that was designed to reflect the study
objectives and questions.

In this study, both primary and secondary data were used. The data collected for the model

were through questionnaire. After conducting a thorough review of the literature pertaining to

study variables, the researcher formulated the questionnaire instrument for this study.

The questionnaire instrumental sections are as follows:

Section One: Demographic Variables. The demographic information was collected with

closed-ended questions, covering (5) factors (Gender; Age; Qualification; Number of

Employees and Hospital Age).

Section Two: Corporate Governance. This section measured the Corporate Governance

through (3) dimensions (Proactive Role of Board of Directors; Board Composition and Board

Autonomy); (13) items as follows:

Corporate Governance FiegeB R er Sl Board Autonom
P Board of Directors ~ Composition y

No. ofitems 5 4 4

Items Arrangement 1-5 6-9 10-13

All items of Corporate Governance were measured on a Likert-type scale as follows:

Always MOSt of the Sometimes Rarely Never
time
5 4 3 2 1
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Section Two: Organizational Performancethrough Balanced Scorecard Perspective. This

section measured the Organizational Performance using balanced scorecard perspectives

through (4) perspectives (Financial; Customers; Internal and Learning and growth); (20) items

as follows:
Organizational Financial Customer Internal Learning
Performance Perspective Perspective Perspective Perspective
No. ofitems 5 5 5 5
Items Arrangement | 14 -18 19-23 24 -28 29-33

All items of Organizational Performance were measured on a Likert-type scale as follows:

Never

Ja)

Rarely

) J.\U

Sometimes

Y Gy

Most of the
Time

AP abira

Always

Ladla

(1)

(2)

(3)

(4)

(3)

(3-6): Statistical Treatment

The data collected from the responses of the study questionnaire were used through Statistical

Package for Social Sciences (SPSS Ver.21) for analysis and conclusions. Finally, the

researcher used the suitable statistical methods that consist of:
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(3-6-1): Descriptive Statistics Methods:

= Percentage and Frequency.

= Arithmetic meanto identify the level of response of study sample individuals to the
study variables.

= Standard Deviation to Measure the responses spacing degree about Arithmetic Mean.

= Relative importance, assigned due to:

Maximum Class — Minimum Class

Class Interval=
Number of Level

Class Interval = = =1.33

The Low degree from 1- less than 2.5
The Medium degree from 2.5 - 4.00
The High degree from 4.1 and above.

(3-6-1): Inference Statistics Methods

= Cronbach Alpha reliability (a) to measure strength of the correlation and coherence

between questionnaire items.

= Variance Inflation Factor and Tolerance to make sure that there are no Multicollinearity

between independent variables.

= Multiple Regression analysis to Measure the effect of Corporate Governance variables

on Organizational Performance.
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= Simple Regression analysis to Measure the effect of every dimension of Corporate

Governance on Organizational Performance.

(3-7): Validity and Reliability

(3-7-1): Validaty

To test the questionnaire for clarity and to provide a coherent research questionnaire, a
macro review that covers all the research constructs was thoroughly performed by
academic reviewers from Middle East University specialized in faculty and practitioners
Business Administration, Marketing. Some items were added, while others were dropped
based on their valuable recommendations. Some others were reformulated to become
more accurate to enhance the research instrument. The academic reviewers are (4) and

the overall percentage of respond is (100%), (see Appendix B).

(3-7-2): Study Tool Reliability

Cronbach’s alpha, was used to determine the internal consistency reliability of the elements
comprising the four constructs as suggested by Gregory (2004). Reliability should be (0.60) or

higher to indicate adequate convergence or internal consistency (Sekaran&Bougie, 2010: 184).

The High level of Cronbach Alpha (a) is to Organizational Performance = (0.942). The lowest

level of Cronbach Alpha (a) is to Corporate Governance = (0.883).

These results are the acceptable levels as suggested by (Sekaran&Bougie, 2010: 184). The

results were shown in Table (3-7).



Table (3-7)

Reliability of Questionnaire Dimensions
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No. | Variable Dimensions No of items | Cronbach’s alpha Value
1 Corporate Governance 13 0.883
(1-1) Proactive Role of Board of Directors 5 0.803
(1-2) Board Composition 4 0.713
(1-3) Board Autonomy 4 0.717
2 Organizational Performance 20 0.942
(2-1) Financial 5 0.865
(2-2) Customer 5 0.919
(2-4) Internal 5 0.785
(2-4) Learning & Growth 5 0.890
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(4-1): Introduction

According to the purpose of the research and the research framework presented in the
previous chapter, this chapter describes the results of the statistical analysis for the data
collected according to the research questions and research hypotheses. The data analysis
includes a description of the Means and Standard Deviations for the questions of the study;

Multiple Regression analysis.

(4-2): Descriptive Analysis of Study Variables:

(4-2-1): Corporate Governance

The researcher used the arithmetic mean, standard deviation, item importance and importance

level as shown in Tables (4-1), (4-2) and (4-3).

(4-2-1-1): Proactive Role of Board of Directors

The researcher used the arithmetic mean, standard deviation, item importance and importance

level as shown in Table (4-1).

Table (4-1) Clarifies the importance level of Proactive Role of Board of Directors, where the means for
Proactive Role of Board of Directors range between (3.63 - 3.89) compared with general mean amount
of (3.700). We observe that the highest mean for the "The board of Directors gives advice and offers
suggestions to the management staff on issues related to the hospital’s affair” with mean (3.89),
Standarddeviation (1.106). The lowest mean was for the "The board of Directors is keen on holding
periodic meetings to follow up on their decisions and advice” With Average (3.63) and
Standarddeviation (1.243). In general, it appears that the Importance level of Proactive Role of Board of

Directors in Jordanian Private Hospitals was high.
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Table (4-1)

Arithmetic mean, SD, item importance and importance level of Proactive Role of Board of Directors

ltem Importanc

No. Proactive Role of Board of Directors Mean StD .
importance | e level

The board of Directors is keen on holding
1 periodic meetings to follow up on their 3.63 1.243 5 Medium
decisions and advice

Board members take the leading role in
2 monitoring management’s actions and 3.66 1.093 3 Medium
decisions

The board of Directors takes the leading role
in formulating and modifying the missions,
objectives, strategies and policies of the
hospital

3.64 1.052 4 Medium

The board of Directors gives advice and
4 offers suggestions to the management staff | 3.89 1.106 1 High
on issues related to the hospital’s affairs

The board of directors is keen on reviewing
5 how the hospital’s resources are being used | 3.68 1.203 2 High
by the various departments

General Arithmetic mean and standard deviation 3.700 0.942

(4-2-1-2): Board Composition
The researcher used the arithmetic mean, standard deviation, item importance and importance

level as shown in Table (4-2).

Table (4-2) Clarifies the importance level of Board Composition, where the means for Board
Composition range between (2.52 - 3.69) compared with general mean amount of (3.151). We observe
that the highest mean for the "Most members have been serving in the hospital’s board of
directors for unlimited terms” with mean (3.69), Standarddeviation (1.201). The lowest mean was for
the "The hospital is keen on changing the members of its board of directors on a periodical
basis” With Average (2.52) and Standarddeviation (1.259). In general, it appears that the Importance

level of Board Composition in Jordanian Private Hospitals was Median.
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Table (4-2)
Arithmetic mean, SD, item importance and importance level of Board Composition
No. | Board Composition Mean St.D _Item Importang
importance . e level

The trend in forming the hospital’s board of

6 directors is towards appointing outside 2.82 1.430 3 Medium
director’'s more than inside directors
Board members have the combination of

7 §kl||S, I(fundralsm.g, management, legal, 358 1166 9 Medium
financial, marketing etc) necessary to do
their work
Most members have been serving in the

8 hospital's board of directors for unlimited 3.69 1.201 1 High
terms
The hospital is keen on changing the

9 members of its board of directors on a 2.52 1.259 4 Medium
periodical basis

General Arithmetic mean and standard deviation 3.151 0.763

(4-2-1-3): Board Autonomy

The researcher used the arithmetic mean, standard deviation, item importance and importance

level as shown in Table (4-3).

Table (4-3) Clarifies the importance level of Board Autonomy, where the means for Board Autonomy

range between (2.80 - 4.00) compared with general mean amount of (3.343). We observe that the

highest mean for the "The CEO is keen on providing the board of directors with periodic reports of

major issues” with mean (4.00), Standarddeviation (1.186). The lowest mean was for the "The

hospital is keen on making sure that the CEO/ General Manager does not also serve as the

Chairman of the board of directors” With Average (2.80) and Standarddeviation (1.640). In general, it

appears that the Importance level of Board Autonomy in Jordanian Private Hospitals was Median.




Table (4-3)

Arithmetic mean, SD, item importance and importance level of Board Autonomy

49

No.

Board Autonomy

Mean

St.D

ltem
importance

Importance
level

10

The hospital is keen on making sure that the
CEO/ General Manager does not also serve
as the Chairman of the board of directors

2.80

1.640

Medium

11

There is a belief that the top management
team exerts influence on the members of the
board of directors in terms of actions and
decisions

2.72

1.143

Medium

12

The CEO is keen on providing the board of
directors with periodic reports of major
issues

4.00

1.186

High

13

The board of directors effectively monitors
the actions of the hospital's management
team

3.85

1.143

High

General Arithmetic mean and standard deviation

3.343

0.741

(4-2-2): Organizational Performance (Balanced Scorecard Perspectives)

The researcher used the arithmetic mean, standard deviation, item importance and importance

level as shown in Tables (4-4), (4-5), (4-6) and

(4-2-2-1): Organizational Performance (Financial Perspective)

(4-7).

The researcher used the arithmetic mean, standard deviation, item importance and importance

level as shown in Table (4-4).

Table (4-4) Clarifies the importance level of Organizational Performance (Financial Perspective), where

the means for Organizational Performance (Financial Perspective)

compared with general mean amount of (3.414). We observe that the highest mean for the "The

range between (2.97 - 3.70)

hospital’s financial department makes effective use of available funds” with mean (3.70),
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Standarddeviation (1.071). The lowest mean was for the "Our hospital’s profits have increased at a
higher percentage compared with competing hospitals” With Average (2.97) and Standarddeviation
(1.209). In general, it appears that the Importance level of Organizational Performance (Financial

Perspective) in Jordanian Private Hospitals was Median.

Table (4-4)
Arithmetic mean, SD, item importance and importance level of Organizational Performance (Financial
Perspective)
No. Organlzalt|onal Performance (Financial Mean StD !tem Importance
Perspective) importance | level
14 Qur hospital’'s profits have consistently 335 1929 4 Medium
increased over the last three years
Our hospital’s profits have increased at a
15 higher percentage compared with competing | 2.97 1.209 5 Medium
hospitals
Our hospital is successful in using its
16 financial resources efficiently (maximizing 3.50 1.217 3 Medium
the returns)
17 Our hospital |,s effective in maximizing its 354 1181 9 Medium
shareholders’ wealth
18 The hlospltal S ﬂnanplal department makes 3.70 1071 1 High
effective use of available funds
General Arithmetic mean and standard deviation 3.414 0.953

(4-2-2-2): Organizational Performance (Customers Perspective)

The researcher used the arithmetic mean, standard deviation, item importance and importance

level as shown in Table (4-5).
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Table (4-4) Clarifies the importance level of Organizational Performance (Customers Perspective),

where the means for Organizational Performance (Customers Perspective) range between (3.76 - 3.99)

compared with general mean amount of (3.846). We observe that the highest mean for the "The

hospital is keen on building a positive image in the minds of its patients and stakeholder” with

mean (3.99), Standarddeviation (1.085). The lowest mean was for the "The hospital makes an effort

to provide good services to the satisfaction of customers” With Average (3.76) and

Standarddeviation (1.103). In general, it appears that the Importance level of Organizational

Performance (Customers Perspective) in Jordanian Private Hospitals was High.

Table (4-5)
Arithmetic mean, SD, item importance and importance level of Organizational Performance (Customers
Perspective)
No. Organlzalt|onal Performance (Customers Mean StD !tem Importance
Perspective) importance : level
19 _The hos_pﬂal contmuo.usly ,collefcts _ 3.8 1346 3 High
information about patients’ satisfaction
20 Thg hospital collects mf_ormatlon about 3.80 1980 4 High
patient needs and requirements
21 The hospital qU|ckIyland effectively . 3.86 1902 9 High
responds to complaints made by patients
2 The lhospltal makels an gffort to provide good 3.76 1103 5 High
services to the satisfaction of customers
The hospital is keen on building a positive
23 image in the minds of its patients and 3.99 1.085 1 High
stakeholders
General Arithmetic mean and standard deviation 3.846 1.049

(4-2-2-3): Organizational Performance (Internal Perspective)

The researcher used the arithmetic mean, standard deviation, item importance and importance

level as shown in Table (4-6).
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Table (4-4) Clarifies the importance level of Organizational Performance (Internal Perspective), where

the means for Organizational Performance (Internal Perspective) range between (2.69 - 3.83) compared

with general mean amount of (3.528). We observe that the highest mean for the "The hospital

continuously improves its facilities” with mean (3.83), Standarddeviation (1.101). The lowest mean

was for the "Patients wait for a long time before being treated” With Average (2.69) and

Standarddeviation (1.248). In general, it appears that the Importance level of Organizational

Performance (Internal Perspective) in Jordanian Private Hospitals was Median.

Table (4-6)
Arithmetic mean, SD, item importance and importance level of Organizational Performance (Internal
Perspective)
No. Organizational Perfor_mance (Internal Mean StD !tem Importance
Perspective) importance | level
4 The hospltgl management develops its 3.80 1088 2 High
health services
o5 Thg.hospltal continuously improves its 383 1101 1 High
facilities
% The hospita[ perform§ its ad.ministratilve 3.60 1183 4 Medium
procedures in the quickest time possible
97 Patients wait for a long time before being 269 1948 5 Medium
treated
28 The hospital quickly responds to any 3.74 1195 3 High
emergency calls
General Arithmetic mean and standard deviation 3.528 0.783

(4-2-2-4): Organizational Performance (Learning & Growth Perspective)

The researcher used the arithmetic mean, standard deviation, item importance and importance

level as shown in Table (4-7).




Table (4-7) Clarifies the importance level of Organizational Performance (Learning & Growth
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Perspective), where the means for Organizational Performance (Learning & Growth Perspective) range

between (3.32 - 3.52) compared with general mean amount of (3.422). We observe that the highest

mean for the "Hospital management encourages employees to participate in training programs,

conferences and workshops” with mean (3.52), Standarddeviation (1.128). The lowest mean was for

the "The hospital empowers and supports its employees to experiment and learn” With Average

(3.32) and Standarddeviation (1.176). In general, it appears that the Importance level of Organizational

Performance (Learning & Growth Perspective) in Jordanian Private Hospitals was Median.

Table (4-7)

Arithmetic mean, SD, item importance and importance level of Organizational Performance (Learning &

Growth Perspective)

No. Organizational Pgrformance (Learning & Mean StD _Item Importance
Growth Perspective) importance | level

29 Management ’geaches and qwdes 351 1938 2 Medium
employees to improve hospital performance

30 The hospital empowers and supports its 3.3 1176 5 Medium
employees to experiment and learn

31 Hospital m_anaggment encourages 3.44 1069 3 Medium
employee inquiries
Hospital management encourages

32 employees to participate in training 3.52 1.128 1 Medium
programs, conferences and workshops
Hospital managers rotate among

33 departments to broaden their knowledge of | 3.41 1.170 4 Medium
hospital practices

General Arithmetic mean and standard deviation 3.422 0.973
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(4-3): Analysis Adequacy of the data to test the Study Hypotheses

Before test the hypotheses of the study, the researcher conducted some tests in order to ensure the
adequacy of the data for the assumptions regression analysis, it was confirmed that there is no high
correlation between the independent variables Multicollinearity using the Variance Inflation Factor (VIF)
and test Tolerance for each variable of the study variables taking into account the Variance Inflation

Factor not to exceed the allowable value (10). And that the Tolerance value greater than (0.05).

Were also ensure that the data follow the normal distribution calculates the skewness coefficient, as the
data follow a normal distribution if the value of skewness coefficient is less than (+1). Table (4-8) shows

the results of these tests.

Table (4-8)
Results of Variance Inflation Factor, Tolerance and skewness coefficient
No. | Independent Variables VIF Tolerance Skewness
1 Proactive Role of Board of Directors | 1.417 0.706 -0.901
2 Board Composition 1.573 0.636 -0.009
3 Board Autonomy 1.429 0.700 -0.492

Evident from the results listed in Table (4-8) there is no Multicollinearity between the independent
variables, confirms that the values of Variance Inflation Factor of the dimensions are (1.417 ; 1.573 ;
1.429) , respectively, less than (10) . As can be seen that the values of Tolerance ranged between
(0.636 - 0.706) which is greater than (0.05). This is an indication that there is no Multicollinearity

between the independent variables

While to make sure that the data follow a normal distribution the researcher calculates the Skewness

coefficient where the values were less than (1).
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HO+: There is no statistically significant effect of corporate governance mechanisms (proactive role of

board of directors, board composition and board autonomy) on organizational performance

Amman's private hospitals at level (a <0.05).

To test this hypothesis, the researcher uses the multiple regression analysis to ensure the effect of the

corporate governance mechanisms on Organizational Performance in Amman's private hospitals. As

shown in Table (4-9).

Table (4-9)

Multiple regression analysis to ensure the effect of the corporate governance mechanisms on
Organizational Performance in Amman's private hospitals

F T
R) (R} DF  Sig* B Sig*
Calculate Calculate
Proactive
3 role of 0.650 @ 15.567 0.000
board of
o directors
S;%i?ﬁgtrge‘a' 0.876 0768 & 208.317 0.000 5
189 0188 | 4279 0.000
composition
192 Board 0198  4.720 0.000
autonomy

* the impact is significant at level (a< 0.05)

Table (4-9) shows that the effect of corporate governance mechanisms (proactive role of board of

directors, board composition and board autonomy) on organizational performance in Amman's private

hospitals. The regression model achieve a high degree of fit, as reflected by “R” and “R?” value (0.876) ,

(0.768), which asserted that (0.768) of the explained variation in organizational performance in

Amman's private hospitals can be accounted for corporate governance mechanisms (proactive role of

board of directors, board composition and board autonomy). On the other hand, Table (4-9) for the

executive data set indicated the slope value of (0.650), (0.188) and (0.198) for the regression line. This
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suggested that for a one unit increase in corporate governance mechanisms (proactive role of board of
directors, board composition and board autonomy) the respective Amman's private hospitals can
significantly predict a (0.650), (0.188) and (0.198) increase in organizational performance. As well as
Table (4-9) shows that the analysis of variance of the fitted regression equation is significant with F
value of (208.317). This is an indication that the model is a good one. Since the p-value is less than
(0.05), it shows a statistically significant relationship between the variables at (0.95) confidence level.
The results also indicate that corporate governance mechanisms (proactive role of board of directors,
board composition and board autonomy) actually effect on Organizational Performance in Amman's
private hospitals with a coefficient of (0.650) for proactive role of board of directors, (0.188) for board
composition and (0.198) for board autonomy. Thus, corporate governance mechanisms (proactive role
of board of directors, board composition and board autonomy) actually effect on Organizational

Performance in Amman's private hospitals. This further supported the study's first alternate hypothesis.

There is a significant statistical effect of corporate governance mechanisms (proactive role of
board of directors, board composition and board autonomy) on Organizational Performance in

Amman'’s private hospitals at level (a<0.05).

To investigate which corporate governance mechanisms (proactive role of board of directors, board
composition and board autonomy) with the greatest effect on organizational performance in Amman's

private hospitals, stepwise multiple regression analysis were used as shown in Table (4-10).



Table (4-10)
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Stepwise multiple regression analysis to ensure the greatest effect of the corporate governance
mechanisms on organizational performance in Amman's private hospitals

Independent
Variable

Models

(R?)

F

Calculate

Change Statistics

R
Square
Change

F Change

DF1

DF2

T

Calculate

Sig*

Change

Organizational
Performance

Proactive
role of board
of directors

0.829

0.687

420.040

0.687

420.040

191

20.495

0.000

Proactive
role of board
of directors
+ Board
autonomy

0.863

0.745

277.988

0.058

43.178

190

17.683

0.000

Proactive
role of board
of directors
+ Board
autonomy +
Board
composition

0.876

0.768

208.317

0.022

18.314

189

15.567

0.000

* the impact is significant at level (a< 0.05)

Table (4-10) shows that the three regression models achieve a high degree of fit, as reflected by “R2

Change” for (0.687) proactive role of board of directors, (0.058) for proactive role of board of directors,

board autonomy and (0.058) for Proactive role of board of directors, Board autonomy and Board

composition. As well as Table (4-10) shows that the analysis of variance of the fitted regression

equation is significant with F Change value of (420.040) for the first model, (43.178) for the second

model and (18.314) for the third model. This is an indication that all three models are a good one.

HO+.1: There is no statistically significant effect of proactive role of board of directors on organizational

performance in Amman's private hospitals at level (a <0.05).




58

To test this hypothesis, the researcher uses the Simple regression analysis to ensure the effect of the
proactive role of board of directors on Organizational Performance in Amman's private hospitals. As

shown in Table (4-11).

Table (4-11)

Simple regression analysis to ensure the effect of the proactive role of board of directors on
Organizational Performance in Amman's private hospitals

F T
R (R) DF  Sig | B Sig*
Calculate Calculate
1
Organizational 8290 | 6870 420.040 191 0000 | 8200 20495  0.000
Performance
192

* the impact is significant at level (a< 0.05)

Table (4-11) shows that the effect of proactive role of board of directors on organizational performance
in Amman's private hospitals. The regression model achieve a high degree of fit, as reflected by “R” and
“R?” value (0.829), (0.687), which asserted that (0.687) of the explained variation in organizational
performance in Amman's private hospitals can be accounted for proactive role of board of directors. On
the other hand, Table (4-11) for the executive data set indicated the slope value of (0.829) for the
regression line. This suggested that for a one unit increase in proactive role of board of directors the
respective Amman's private hospitals can significantly predict a (0.829) increase in organizational
performance. As well as Table (4-10) shows that the analysis of variance of the fitted regression
equation is significant with F value of (420.040). This is an indication that the model is a good one.
Since the p-value is less than (0.05), it shows a statistically significant relationship between the
variables at (0.95) confidence level. The results also indicate that proactive role of board of directors
actually effect on Organizational Performance in Amman's private hospitals with a coefficient of (0.829).
Thus, proactive role of board of directors actually effect on Organizational Performance in Amman's

private hospitals. This further supported the first alternate sub-hypothesis.
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There is a significant statistical effect of proactive role of board of directors on Organizational

Performance in Amman'’s private hospitals at level (a<0.05).

HO..2: There is no statistically significant effect of board composition on organizational performance in

Amman's private hospitals at level (a <0.05).

To test this hypothesis, the researcher uses the Simple regression analysis to ensure the effect of the

board composition on Organizational Performance in Amman's private hospitals. As shown in Table (4-

12).
Table (4-12)
Simple regression analysis to ensure the effect of the board composition on Organizational
Performance in Amman's private hospitals
F T
(R) (R?) DF Sig* B Sig*
Calculate Calculate
1
Organizational 0618 0383  118.331 191 0000 0618 10878  0.000
Performance
192

* the impact is significant at level (o< 0.05)

Table (4-12) shows that the effect of board composition on organizational performance in Amman's
private hospitals. The regression model achieve a high degree of fit, as reflected by “R” and “R?” value
(0.618), (0.383), which asserted that (0.383) of the explained variation in organizational performance in
Amman's private hospitals can be accounted for board composition. On the other hand, Table (4-12) for
the executive data set indicated the slope value of (0.618) for the regression line. This suggested that
for a one unit increase in board composition the respective Amman's private hospitals can significantly

predict a (0.618) increase in organizational performance. As well as Table (4-12) shows that the
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analysis of variance of the fitted regression equation is significant with F value of (118.331). This is an
indication that the model is a good one. Since the p-value is less than (0.05), it shows a statistically
significant relationship between the variables at (0.95) confidence level. The results also indicate that
board composition actually effect on Organizational Performance in Amman's private hospitals with a
coefficient of (0.618). Thus, board composition actually effect on Organizational Performance in

Amman's private hospitals. This further supported the second alternate sub-hypothesis.

There is a significant statistical effect of board composition on Organizational Performance in

Amman'’s private hospitals at level (a<0.05).

HO..3: There is no statistically significant effect of board autonomy on organizational performance in

Amman's private hospitals at level (a <0.05).

To test this hypothesis, the researcher uses the Simple regression analysis to ensure the effect of the
board autonomy on Organizational Performance in Amman's private hospitals. As shown in Table (4-

13).

Table (4-13)

Simple regression analysis to ensure the effect of the board autonomy on Organizational Performance
in Amman's private hospitals

F T
R) (R DF  Sig* B Sig*
Calculate Calculate
1
Organizational 0571 | 0326  92.433 191 0.000 0571  9.614 0.000
Performance
192

* the impact is significant at level (a< 0.05)
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Table (4-13) shows that the effect of board autonomy on organizational performance in Amman's
private hospitals. The regression model achieve a high degree of fit, as reflected by “R” and “R?” value
(0.571) , (0.326), which asserted that (0.326) of the explained variation in organizational performance in
Amman's private hospitals can be accounted for board autonomy. On the other hand, Table (4-13) for
the executive data set indicated the slope value of (0.571) for the regression line. This suggested that
for a one unit increase in board autonomy the respective Amman's private hospitals can significantly
predict a (0.571) increase in organizational performance. As well as Table (4-13) shows that the
analysis of variance of the fitted regression equation is significant with F value of (92.433). This is an
indication that the model is a good one. Since the p-value is less than (0.05), it shows a statistically
significant relationship between the variables at (0.95) confidence level. The results also indicate that
board autonomy actually effect on Organizational Performance in Amman's private hospitals with a
coefficient of (0.571). Thus, board autonomy actually effect on Organizational Performance using
balanced scorecard measures in Amman's private hospitals. This further supported the third alternate

sub-hypothesis.

There is a significant statistical effect of board autonomy on Organizational Performance in

Amman'’s private hospitals at level (a<0.05).

HO; - HOs: There is no statistically significant effect of corporate governance mechanisms (proactive
role of board of directors, board composition and board autonomy) on organizational performance
using balanced scorecard Perspectives (Financial, Customer, Internal Process, Learning and

Growth) in Amman's private hospitals at level (a <0.05).

To test this hypothesis has been divided into four alternate hypotheses as follows'.

HO;: There is no statistically significant effect of corporate governance mechanisms (proactive role of
board of directors, board composition and board autonomy) on Financial Perspectives in Amman's

private hospitals at level (a <0.05).
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To test this hypothesis, the researcher uses the multiple regression analysis to ensure the effect of the

corporate governance mechanisms on Financial Perspectives in Amman's private hospitals. As shown

in Table (4-14).

Table (4-14)

Multiple regression analysis to ensure the effect of the corporate governance mechanisms on Financial
Perspectives in Amman's private hospitals

F T
R) (R) DF  Sig* B Sig*
Calculate Calculate
Proactive
3 role of 0537 | 7.873 0.000
board of
. . directors
Eg‘g”‘;gt'wes 0615 0378  38.362 0.000 5
P 189 10362 | 3.856 0.000
composition
192 Board 0386 4257 0.000
autonomy

* the impact is significant at level (a< 0.05)

Table (4-14) shows that the effect of corporate governance mechanisms (proactive role of board of

directors, board composition and board autonomy) on Financial Perspectives in Amman's private

hospitals. The regression model achieve a high degree of fit, as reflected by “R” and “R?” value (0.615) ,

(0.378), which asserted that (0.378) of the explained variation in Financial Perspectives in Amman's
private hospitals can be accounted for corporate governance mechanisms (proactive role of board of

directors, board composition and board autonomy). On the other hand, Table (4-14) for the executive

data set indicated the slope value of (0.537), (0.362) and (0.386) for the regression line. This suggested

that for a one unit increase in corporate governance mechanisms (proactive role of board of directors,

board composition and board autonomy) the respective Amman's private hospitals can significantly

predict a (0.537), (0.362) and (0.386) increase in Financial Perspectives. As well as Table (4-14) shows

that the analysis of variance of the fitted regression equation is significant with F value of (38.362). This

is an indication that the model is a good one. Since the p-value is less than (0.05), it shows a

statistically significant relationship between the variables at (0.95) confidence level. The results also
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indicate that corporate governance mechanisms (proactive role of board of directors, board composition
and board autonomy) actually effect on Financial Perspectives in Amman's private hospitals with a
coefficient of (0.537) for proactive role of board of directors, (0.362) for board composition and (0.386)
for board autonomy. Thus, corporate governance mechanisms (proactive role of board of directors,
board composition and board autonomy) actually effect on Financial Perspectives in Amman's private

hospitals. This further supported the second alternate hypothesis.

There is a significant statistical effect of corporate governance mechanisms (proactive role of
board of directors, board composition and board autonomy) on Financial Perspectives in Amman's

private hospitals at level (a<0.05).

To investigate which corporate governance mechanisms (proactive role of board of directors, board
composition and board autonomy) with the greatest effect on Financial Perspectives in Amman's private

hospitals, stepwise multiple regression analysis were used as shown in Table (4-15).



Table (4-15)
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Stepwise multiple regression analysis to ensure the greatest effect of the corporate governance

mechanisms on Financial Perspectives in Amman's private hospitals

Independent
Variable

Models

F

Calculate

Change Statistics

R
Square
Change

F Change

DF1

DF2

T

Calculate

Sig*

Change

Financial
Performance

Proactive
role of board
of directors

5560

3100

17.984

3100

17.984

191

11.233

0.000

Proactive
role of board
of directors
+ Board
autonomy

5830

.3400

27.490

0.300

12.042

190

9.534

0.000

Proactive
role of board
of directors
+ Board
autonomy +
Board
composition

0.615

0.378

38.362

0.140

5.570

189

8.167

0.000

* the impact is significant at level (a< 0.05)

Table (4-15) shows that the three regression models achieve a high degree of fit, as reflected by “R?

Change” for (0.310) proactive role of board of directors, (0.300) for proactive role of board of directors,

board autonomy and (0.140) for Proactive role of board of directors, Board autonomy and Board

composition. As well as Table (4-15) shows that the analysis of variance of the fitted regression

equation is significant with F Change value of (17.984) for the first model, (12.042) for the second model

and (5.570) for the third model. This is an indication that all three models are a good one.

HO;: There is no statistically significant effect of corporate governance mechanisms (proactive role of

board of directors, board composition and board autonomy) on Customer Perspectives in

Amman's private hospitals at level (a <0.05).
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To test this hypothesis, the researcher uses the multiple regression analysis to ensure the effect of the

corporate governance mechanisms on Customer Perspectives in Amman's private hospitals. As shown

in Table (4-16).

Table (4-16)

Multiple regression analysis to ensure the effect of the corporate governance mechanisms on Customer
Perspectives in Amman's private hospitals

F T
R) (R} DF Sig* B Sig*
Calculate Calculate
Proactive
3 role of 0.660 | 10.654 0.000
board of
directors
ggfst"g‘cﬁirves 0.699 0488 60.154 0.000 5
P 189 . 0.208 3.308 0.000
composition
192 Board 0261 | 3.981 0.000
autonomy

* the impact is significant at level (o< 0.05)

Table (4-16) shows that the effect of corporate governance mechanisms (proactive role of board of

directors, board composition and board autonomy) on Customer Perspectives in Amman's private

hospitals. The regression model achieve a high degree of fit, as reflected by “R” and “R?’ value (0.699) ,

(0.488), which asserted that (0.488) of the explained variation in Customer Perspectives in Amman's
private hospitals can be accounted for corporate governance mechanisms (proactive role of board of

directors, board composition and board autonomy). On the other hand, Table (4-16) for the executive

data set indicated the slope value of (0.660), (0.208) and (0.261) for the regression line. This suggested

that for a one unit increase in corporate governance mechanisms (proactive role of board of directors,

board composition and board autonomy) the respective Amman's private hospitals can significantly

predict a (0.660), (0.208) and (0.261) increase in Customer Perspectives. As well as Table (4-16) shows
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that the analysis of variance of the fitted regression equation is significant with F value of (60.154). This
is an indication that the model is a good one. Since the p-value is less than (0.05), it shows a
statistically significant relationship between the variables at (0.95) confidence level. The results also
indicate that corporate governance mechanisms (proactive role of board of directors, board composition
and board autonomy) actually effect on Customer Perspectives in Amman's private hospitals with a
coefficient of (0.660) for proactive role of board of directors, (0.208) for board composition and (0.261)
for board autonomy. Thus, corporate governance mechanisms (proactive role of board of directors,
board composition and board autonomy) actually effect on Customer Perspectives in Amman's private

hospitals. This further supported the third alternate hypothesis.

There is a significant statistical effect of corporate governance mechanisms (proactive role of
board of directors, board composition and board autonomy) on Customer Perspectives in Amman's

private hospitals at level (a<0.05).

To investigate which corporate governance mechanisms (proactive role of board of directors, board
composition and board autonomy) with the greatest effect on Customer Perspectives in Amman's

private hospitals, stepwise multiple regression analysis were used as shown in Table (4-17)



Table (4-17)
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Stepwise multiple regression analysis to ensure the greatest effect of the corporate governance

mechanisms on Customer Perspectives in Amman's private hospitals

Independent
Variable

Models

F

Calculate

Change Statistics

R
Square
Change

F Change

DF1

DF2

T

Calculate

Sig*

Change

Customer
Performance

Proactive
role of board
of directors

3800

1440

44.341

1440

44.341

191

22.953

0.000

Proactive
role of board
of directors
+ Board
autonomy

4180

1750

271.727

.0300

9.655

190

14.850

0.000

Proactive
role of board
of directors
+ Board
autonomy +
Board
composition

0.699

0.488

60.154

4140

4.652

189

1.8961

0.000

* the impact is significant at level (a< 0.05)

Table (4-17) shows that the three regression models achieve a high degree of fit, as reflected by “R?

Change” for (0.144) proactive role of board of directors, (0.030) for proactive role of board of directors,

board autonomy and (0.414) for Proactive role of board of directors, Board autonomy and Board

composition. As well as Table (4-17) shows that the analysis of variance of the fitted regression

equation is significant with F Change value of (44.341) for the first model, (9.655) for the second model

and (4.652) for the third model. This is an indication that all three models are a good one.
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HO4: There is no statistically significant effect of corporate governance mechanisms (proactive role of
board of directors, board composition and board autonomy) on Internal Process Perspectives in

Amman's private hospitals at level (a <0.05).

To test this hypothesis, the researcher uses the multiple regression analysis to ensure the effect of the
corporate governance mechanisms on Internal Process Perspectives in Amman's private hospitals. As

shown in Table (4-18).

Table (4-18)

Multiple regression analysis to ensure the effect of the corporate governance mechanisms on Internal
Process Perspectives in Amman's private hospitals

F T
(R) (R?) DF : Sig* B Sig*
Calculate Calculate
Proactive
3 role of 0527 7.904 0.000
board of
directors
'F’,‘;fsmi'(m‘;ess 0638 | 0407 43174 0000 5
P 189 . 0.289 | 3.360 0.000
composition
192 Board 0311 3683 0.000
autonomy

* the impact is significant at level (a< 0.05)

Table (4-18) shows that the effect of corporate governance mechanisms (proactive role of board of
directors, board composition and board autonomy) on Internal Process Perspectives in Amman's private
hospitals. The regression model achieve a high degree of fit, as reflected by “R” and “R?” value (0.638) ,
(0.407), which asserted that (0.407) of the explained variation in Internal Process Perspectives in
Amman's private hospitals can be accounted for corporate governance mechanisms (proactive role of
board of directors, board composition and board autonomy). On the other hand, Table (4-18) for the
executive data set indicated the slope value of (0.527), (0.289) and (0.311) for the regression line. This
suggested that for a one unit increase in corporate governance mechanisms (proactive role of board of

directors, board composition and board autonomy) the respective Amman's private hospitals can
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significantly predict a (0.527), (0.289) and (0.311) increase in Internal Process Perspectives. As well as
Table (4-18) shows that the analysis of variance of the fitted regression equation is significant with F
value of (43.174). This is an indication that the model is a good one. Since the p-value is less than
(0.05), it shows a statistically significant relationship between the variables at (0.95) confidence level.
The results also indicate that corporate governance mechanisms (proactive role of board of directors,
board composition and board autonomy) actually effect on Internal Process Perspectives in Amman's
private hospitals with a coefficient of (0.527) for proactive role of board of directors, (0.289) for board
composition and (0.311) for board autonomy. Thus, corporate governance mechanisms (proactive role
of board of directors, board composition and board autonomy) actually effect on Internal Process

Perspectives in Amman's private hospitals. This further supported the third hypothesis.

There is a significant statistical effect of corporate governance mechanisms (proactive role of
board of directors, board composition and board autonomy) on Internal Process Perspectives in

Amman'’s private hospitals at level (a<0.05).

To investigate which corporate governance mechanisms (proactive role of board of directors, board
composition and board autonomy) with the greatest effect on Internal Process Perspectives in Amman's

private hospitals, stepwise multiple regression analysis were used as shown in Table (4-19).
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Table (4-19)

Stepwise multiple regression analysis to ensure the greatest effect of the corporate governance
mechanisms on Internal Process Perspectives in Amman's private hospitals

Independent
Variable

Change Statistics

F Sig*
Models (R) (R?) R T
Calculate | Square | FChange #DF1  DF2 F
Change Calculate
Change

Internal
Process
Performance

Proactive
role of board |« 0.620 0.384 119.311 0.384 119.311 1 191 10.923 0.000
of directors

Proactive
role of board
of directors  0.634 4020 63.770 0170 5.449 1 190 9.334 0.000
+ Board
autonomy

Proactive
role of board
of directors
+ Board 0.638 0.407 43.174 0.403 4.041 1 189 8.611 0.000
autonomy +
Board
composition

* the impact is significant at level (a< 0.05)

Table (4-19) shows that the three regression models achieve a high degree of fit, as reflected by “R2
Change” for (0.384) proactive role of board of directors, (0.017) for proactive role of board of directors,
board autonomy and (0.403) for Proactive role of board of directors, Board autonomy and Board
composition. As well as Table (4-19) shows that the analysis of variance of the fitted regression
equation is significant with F Change value of (119.311) for the first model, (5.449) for the second model

and (4.041) for the third model. This is an indication that all three models are a good one.

HO...: There is no statistically significant effect of corporate governance mechanisms (proactive role
of board of directors, board composition and board autonomy) on Learning and Growth

Perspectives in Amman's private hospitals at level (a <0.05).
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To test this hypothesis, the researcher uses the multiple regression analysis to ensure the effect of the

corporate governance mechanisms on Learning and Growth Perspectives in Amman's private hospitals.

As shown in Table (4-20).

Table (4-20)

Multiple regression analysis to ensure the effect of the corporate governance mechanisms on Learning
and Growth Perspectives in Amman's private hospitals

F T
(R) (R?) DF Sig* B Sig*
Calculate Calculate
Proactive
3 role of 0453 | 6.365 0.000
board of
Learning and directors
Growth 0.570 | 0.325 | 30.381 0.000 Board
Perspectives 189 " 0.220 | 3.406 0.000
composition
192 Board 0208 | 3308 0.000
autonomy

* the impact is significant at level (o< 0.05)

Table (4-20) shows that the effect of corporate governance mechanisms (proactive role of board of

directors, board composition and board autonomy) on Learning and Growth Perspectives in Amman's

private hospitals. The regression model achieve a high degree of fit, as reflected by “R” and “R?’ value

(0.570) , (0.325), which asserted that (0.325) of the explained variation in Learning and Growth

Perspectives in Amman's private hospitals can be accounted for corporate governance mechanisms

(proactive role of board of directors, board composition and board autonomy). On the other hand, Table

(4-20) for the executive data set indicated the slope value of (0.453), (0.220) and (0.208) for the

regression line. This suggested that for a one unit increase in corporate governance mechanisms

(proactive role of board of directors, board composition and board autonomy) the respective Amman's

private hospitals can significantly predict a (0.453), (0.220) and (0.208) increase in Learning and Growth

Perspectives. As well as Table (4-20) shows that the analysis of variance of the fitted regression
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equation is significant with F value of (30.381). This is an indication that the model is a good one. Since
the p-value is less than (0.05), it shows a statistically significant relationship between the variables at
(0.95) confidence level. The results also indicate that corporate governance mechanisms (proactive role
of board of directors, board composition and board autonomy) actually effect on Learning and Growth
Perspectives in Amman's private hospitals with a coefficient of (0.453) for proactive role of board of
directors, (0.220) for board composition and (0.208) for board autonomy. Thus, corporate governance
mechanisms (proactive role of board of directors, board composition and board autonomy) actually
effect on Learning and Growth Perspectives in Amman's private hospitals. This further supported the

fourth hypothesis.

There is a significant statistical effect of corporate governance mechanisms (proactive role of
board of directors, board composition and board autonomy) on Learning and Growth Perspectives in

Amman's private hospitals at level (a<0.05).

To investigate which corporate governance mechanisms (proactive role of board of directors,
board composition and board autonomy) with the greatest effect on Learning and Growth Perspectives
in Amman's private hospitals, stepwise multiple regression analysis were used as shown in Table (4-

21),



Table (4-21)
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Stepwise multiple regression analysis to ensure the greatest effect of the corporate governance

mechanisms on Learning and Growth Perspectives in Amman's private hospitals

Independent
Variable

Models

F

Calculate

Change Statistics

R
Square
Change

F Change

DF1

DF2

T

Calculate

Sig*

Change

Learning and
Growth
Performance

Proactive
role of board
of directors

0.550

3030

82.841

0.303

82.841

191

9.102

0.000

Proactive
role of board
of directors
+ Board
autonomy

0.566

3200

44.755

0.018

4.954

190

2.226

0.027

Proactive
role of board
of directors
+ Board
autonomy +
Board
composition

0.570

0.325

30.381

0.321

28.202

189

4.603

0.000

* the impact is significant at level (a< 0.05)

Table (4-21) shows that the three regression models achieve a high degree of fit, as reflected by “R2

Change” for (0.303) proactive role of board of directors, (0.018) for proactive role of board of directors,

board autonomy and (0.321) for Proactive role of board of directors, Board autonomy and Board

composition. As well as Table (4-21) shows that the analysis of variance of the fitted regression

equation is significant with F Change value of (82.841) for the first model, (4.954) for the second model

and (28.202) for the third model. This is an indication that all three models are a good one.
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(5-1): Results

(5-1-1): Results of Descriptive Analysis

1. The results of descriptive analysis indicate that the Boards of Directors of the surveyed
Jordanian Private Hospitals exhibit a relatively high level of proactiveness, with an

arithmetic mean of (3.700) and standard deviation (0.942).

2. The results indicate that the composition of the boards of directors of the surveyed
Jordanian Private Hospitals was moderately conformant to international best practice in

that regard,with an arithmetic mean (3.151) and standard deviation (0.763)

3. The results of descriptive analysis also showed a medium level of Board Autonomywith

arithmetic mean (3.343) and standard deviation (0.741).

4. The level of financial aspect of in Jordanian Private Hospitals was medium with

arithmetic mean (3.414) and standard deviation (0.953).

5. The level of the customer aspect in Jordanian Private Hospitals was found to be

highwith arithmetic mean (3.846) and standard deviation (1.049).

6. The level of internal perspective in Jordanian Private Hospitals was medium with
arithmetic mean (3.528) and standard deviation (0.783).
7. Finally, the level of learning and growth perspective) in Jordanian Private Hospitals

was medium with arithmetic mean (3.422) and standard deviation (0.973)
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(5-1-2): Results of Inferential Analysis

1. There is a significant statistical effect of corporate governance mechanisms
(proactive role of board of directors, board composition and board autonomy) on

Organizational Performance in Amman's private hospitals at level (a<0.05).

This result are consistent with the result of Mollah, Farooque&Karim (2012) that represent the
ownership structure had a significant positive effect on firm performance. As well as, this result
are varying with the result of Yusuf &Alhaji (2012) which showed there was no relationship

between leadership structure and firm performance.

2. There is a significant statistical effect of proactive role of board of directors on

Organizational Performance in Amman's private hospitals at level (a<"0.05).

This result is consistent with the result of Latif, Shaheed, UIHaq, Wagqas, Arshad (2013) which

showed board size had a significant effect on firm performance.

3. There is a significant statistical effect of board composition on Organizational

Performance in Amman's private hospitals at level (a<0.09).

This result is consistent with the result of Dey&Chauhan (2009) which showed Board

Composition (board size) had a significant effect on performance.

4. There is a significant statistical effect of board autonomy on Organizational

Performance in Amman's private hospitals at level (a<0.09).

5. There is a significant statistical effect of corporate governance mechanisms
(proactive role of board of directors, board composition and board autonomy) on

Financial Perspectives in Amman's private hospitals at level (a<"0.05).
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Thereis a significant statistical effect of corporate governance mechanisms
(proactive role of board of directors, board composition and board autonomy) on

Customer Perspectives in Amman's private hospitals at level (a<'0.05).

There is a significant statistical effect of corporate governance mechanisms
(proactive role of board of directors, board composition and board autonomy) on

Internal Process Perspectives in Amman's private hospitals at level (a<0.05).

There is a significant statistical effect of corporate governance mechanisms
(proactive role of board of directors, board composition andboard autonomy) on

Learning and Growth Perspectives in Amman's private hospitals at level (a<0.

This result is consistent with the result of Gugnani (2013) which showed profit margin is

significantly related to board size and promoter's holdings. As well as, consistent with the result

of Mollah, Farooque and Karim (2012) that clarify ownership structure had a significant positive

effect on firm performance.

(5-2): Recommendations

1.

Awareness the parties involved in the current study and inform them of their role in
protecting the interests and rights as well as give training courses for committees

working in the field of corporate governance.

Conduct periodic surveys to measure the level of governance in hospitals under
study and benefit from the analysis of these surveys in raising the level of

corporate governance.
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Cooperation between the Board of Directors and the parties concerned to provide

and implement the principles of corporate governance effectively.

Attention Board of Directors in develops information systems and keeps up with
new technologies that contribute to the delivery of information, and provide

transparency in hospitals management.

Necessity of management in hospitals to issue rules for ethical behavior to

enhance the credibility and the trust of its clients.

Necessity that hospitals must contribute to serve community through programs and
projects that serve employees, customers, economy and society in general, to

enhance the hospitals survival and supports its competitive position.
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Section 1: Demographic Variables

1. Gender:

|:| Male

2. Age:

|:| Less than 30

|:| 40 - less than 50

|:| 60 and older

3. Educational Level:

|:| Two -year Diploma

|:| Higher Diploma or Masters

[]

[]

[]

Female

30 - less than 40

50 - less than 60

[]

[]

Bachelors

Doctorate
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4. Number of Employees within the Organization:

[ ] less than 50

|:| 100 - less than 150

|:| 200 or more

5. Hospital Age:

[ ] Lessthan 5 years

|:| 10 — less than 15 years

[ ] 20vyearsand above

[]

[]

[]

[]

50 —less than 100

150- less than 200

5 - less than 10 years

15- less than 20 years
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Section 2: Please tick the appropriate response box.

88

Statements

Alternative Answers

Never Rarely Sometimes Most of Always
the Time
K9] Il Sl an Ladla
pbire
i@ gy
(1) (2) (3) (4) (5)

The board of directors is keen on
holding periodic meetings to follow up
on their decisions and advice.

44018 Aalia e 3500 Gudaa (o g
Glelaal JMA e il 50y asilai

Ay

Board members take the leading role
in monitoring management’s actions
and decisions. 3_)13¥) (ulas sliac) jaly

ceiiaal) 3 ylal 8 juai g il )y A8) e

The board of directors takes the
leading role in formulating and
modifying the missions, objectives,
strategies and policies of the hospital.
A SATL Bl Galae eliac) ol
oo (b il Sl Jpans Sl JiSy
Al Calaat) g Jaaddll,

The board of directors gives advice
and offers suggestions to the
management staff on issues related to
the hospital’s affairs.

Cilgan sl 5 ilaill elanly 5 Y] Gulae o sy
Aalae 848 Al Lo JS 4 il 50y




Please tick the appropriate response box.

89

Statements

Alternative Answers

Never Rarely Sometimes Most of Always
the Time
K9] ol Sl an Ladla
pbire
i@ gy
(1) (2) (3) (4) (5)

The board of directors is keen on
reviewing how the hospital’s
resources are being used by the
various departments.

A28 A A e e 5 aY) ulae aya
Al 4alid) 8 e Adiiad) 3 ) se

The trend in forming the hospital’s
board of directors is towards
appointing outside directors more
than inside directors.

O hinnall 513 Gulae G5 6 L) as sl
Al e ST 2 LAl e eliac W) A () S5

Board members have the combination
of skills (fundraising, management,
legal, financial, marketing etc)
necessary to do their work.

e e giie de gana 3,10Y) Gulae liac iy
51V | sadll s ) ol jleally
FEUPERKEFSEUE I
(), Ak sl

Most members have been serving on
the hospital’s board for a long period
of time.

83 3 laY) Gulas slime) alaas o il a6l
Al sk Agio 5 il 5 jaians g sinc




Please tick the appropriate response box.

90

Statements

Alternative Answers

Never

K9}

Rarely

) J.\U

Sometimes

) pany

Most of
the Time

olina

i@ gy

Always

Ladla

(1)

(2)

(3)

(4)

The hospital is keen on changing the
members of its board of directors on a
periodical basis. xS Ao Akl a
A0 A8y ey 3 )Y ulae liac),

10.

The hospital is keen on making sure
that the CEO/ General Manager does
not also serve as the Chairman of the
board of directors. e a ALdiuwal
Andi g B Galaa i) 05 Y Q) e
i) ale yaa,

11

There is a belief that the top
management team exerts influence on
the members of the board of directors
in terms of actions and decisions. iz
il graa Gl Adiaall Llall 3 00Y) o
Gl 1l (i L 3 o) Galas sliac) e
Ade 3 lall

12

The CEO is keen on providing the
board of directors with periodic
reports of major issues. gl i (e >
R B Gulae 5 3 e il
sisinnall Lgga) sy U1 Gl anly et 4550

13

The board of directors effectively
monitors the actions of the hospital’s
management team. 3_13¥) (alaa 8l p
binall 3 lal Cild peat g il )i dulle ddlads




Section 3: Please tick the appropriate response box.
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Statements

Alternative Answers

Strongly
Disagree

sady b gl Y

Disagree

Qb Yy

Agree to an
Extent

A ) @8 )
La

Agree

daél gl

Strongly
Agree

Bada 33 )

(1)

(2)

(3)

(4)

(5)

14.

The hospital’s profits have
consistently increased over the
last three years.

s delial b i) £l o
oA AN @l il

15.

The hospital’s profits have
increased at a higher
percentage compared with
competing hospitals.

Ay Caadi ) 3 ik 138 £l o
il Liival) 2 ) (e e

16.

The hospital is successful in
using its financial resources
efficiently (maximizing the
returns).

53] 50 Il b 5 ddil
gsthal) 312l e pemall ALl

17.

The hospital is effective in
maximizing its shareholders’

wealth. 355830 A Jlad ikl
e Lsall

18.

The hospital’s financial
department makes effective
use of available funds.

JS Aaliall ) 5a¥) ALl and padiioy
Jld




Please tick the appropriate response box.
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Statements

Alternative Answers

Strongly
Disagree

Bad (3819 Y

Disagree

Qb Yy

Agree to an
Extent

a ) a8 )
L

Agree

daél gl

Strongly
Agree

Bada 33 )

(1)

(2)

(3)

(4)

(5)

19.

The hospital continuously
collects information about
patients’ satisfaction.

e oo sl Al pany
) iy (oam sl

20.

The hospital collects
information about patient
needs and requirements.
(0 o slas ey (binsall o s
pelaliing 48 jral

21.

The hospital quickly and
effectively responds to
complaints made by patients.
Y Aoy (ATl )Y Cuatied

ommpal) U8 (e adia 5 552

22.

The hospital makes an effort to
provide good services to the
satisfaction of patients.

pades (5 bl il ik s Jay
b e el )Y

23.

The hospital is keen on building
a positive image in the minds
of its patients and stake-
holders.

4 oo Gpeat e ey ya i)
. gdladl Claal 5 g all el




Please tick the appropriate response box.
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Statements

Alternative Answers

Strongly
Disagree

Bad (3819 Y

Disagree

adlgl Y

Agree to an
Extent

A ) @8 )
La

Agree

casél gl

Strongly
Agree

Bada 33 )

(1)

(2)

(3)

(5)

24.

The hospital management
develops its health services.

cilandl) Ladiadl 138 5,1 gk
byl L il dpaal

25.

The hospital continuously
improves its facilities.

5 Al 4flane ddiad) 134 sy

sy Fyaaal) 480 5

26.

The hospital performs its
administrative procedures in
the quickest time possible.

adge 3ol il 13 o

27.

Patients wait for a long time
before being treated. iy

e Jpemall gl 530 pom
Al cilerdl)

28.

The hospital quickly responds
to any emergency calls. <uaiug
Ao ypuu a8 al) WSl RN |
5 b

29.

Management teaches and
guides employees to improve
hospital performance. 3_1a¥) 58
dal e pgn s (b sall ailas e
cshiiaall lal puaal




Please tick the appropriate response box.
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Statements

Alternative Answers

Strongly
Disagree

Bad (3819 Y

Disagree

adlgl Y

Agree to an
Extent

A ) @8 )
La

Agree

caél gl

Strongly
Agree

Bada 33 )

(1)

(2)

(3)

(4)

(5)

30.

The hospital empowers and
supports its employees to
experiment and learn.

A il 4l ge ey ATl (e

=l

31.

Hospital management
encourages employee
inquiries.

CJLLAQ U:\QLJAS\B)\J\)“CA.&.\
A i 5 ALY

32.

Hospital management
encourages employees to
participate in training
programs, conferences and
workshops.

‘)ja.'aaj U.QAL}“M ‘SUM\ c;..i:\
Q\}Aﬂ\} @Jﬁﬂ\ Q\J}ﬂ\
Dl paisall 5

33.

Hospital managers rotate
among departments to
broaden their knowledge of
hospital practices.

e 48 Gulalal) gl aiasall Gy

A3 S Adlidal) 4dled) 8 Jaall

. e e




Appendix B

Academic Referees

No. Name University

1. | Professor Mohammad Al Middle East University
Noaimi

2. | Dr. Laith Al Rubaiee Middle East University

3. | Dr. Nidal Al Sallahi Middle East University

4. | Dr. Saoud Al Mahamid Middle East University
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Appendix C

Names of Hospitals Participated in the Study

No. | Name of Hospital Number of Participants
1. Arab Medical Center 17
2. Dr. Ahmed Hamayda General Hospital 14
3. Hayat Hospital 17
4, Ibn-Alhaytham Hospital 23
5. Istiklal Hospital 21
6. Istishari Hospital 24
7. Jordan Hospital 22
8. Palestine Hospital 19
9. Specialty Hospital 21
10. The International Hospital 19
Total: | 10 hospitals 197
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