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Abstract :

This dissertation, titled "The Role of the Compliance Function in Enhancing Banking
Governance and Efficiency," seeks to explain and analyze the role and impact of the
compliance function in enhancing banking governance and improving operational
efficiency in banking institutions, focusing on a selection of branches of certain
public and private banks operating in Algeria. A questionnaire was developed as the
primary tool for collecting primary data. A set of items reflecting the variables of the
research problem was formulated and distributed to the selected sample. A total of
120 valid questionnaires suitable for statistical analysis were obtained out of 200
distributed, with 132 returned. Partial Least Squares Structural Equation Modeling
(PLS-SEM) was used, which is a modern method for analyzing relationships between
variables and making predictions through a measurement model that assesses the
relationship between latent variables (compliance function, bank governance, and
banking efficiency) and their indicators, and the structural model that assesses the
relationship between one latent variable and another. It was found that the path
coefficients indicate positive relationships among the three latent variables, with the
strongest relationship observed between the compliance function and bank
governance (0.494), and the total effects (direct and indirect) of the independent
latent variable on the dependent latent variable is positive between compliance and
governance (0.494), compliance and banking efficiency (0.628), banking governance
and banking efficiency (0.340), and all are statistically significant. In addition,
governance plays a mediating role between compliance and efficiency, given that the
p-value (0.000) is less than the significance level (0.05). Based on the MGA, we
found that there are no significant differences in the path coefficients attributable to
gender (male/female), as the p-values for all of these coefficients were greater than
the significance level (0.05).

Keywords : Banking governance ; compliance function ; banking efficiency ;
structural equation modeling ; partial least squares ; SmartPLS 4.
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Source : William W. Chin, “The Partial Least Squares Approach to Structural Equation Modeling,” in Modern Methods
for Business Research, ed. George A. Marcoulides (Mahwah, NJ : Lawrence Erlbaum Associates, 1998), p 323.
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Source : Jacob Cohen, Statistical Power Analysis for the Behavioral Sciences, 2nd ed. (New Jersey : Lawrence Erlbaum
Associates, 1988), p 413.
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Source : Joseph F. Hair, G. Tomas M. Hult, Christian M. Ringle, and Marko Sarstedt, A Primer on Partial Least Squares
Structural Equation Modeling (PLS-SEM), 2nd ed. (Thousand Oaks, CA : Sage, 2019), pp 201-202.
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L) e c Jbaal) cBlalaa 1(26-3) Jsial)

Dlal) CBlalaa
CMPL -> EFFE 0.461
CMPL -> GOVR 0.494
GOVR -> EFFE 0.340
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Belill (gin 33t 8 A peaal) LaSoal) il quils )l yadl 5oliSlly L padll AaSeall o IS B
Al Jae gill Jals 44 peadl)

Al isalll Clunal dyiliaay) AN sl @il 1(27-3) Jsaad

B Mean (M) STDEV T statistics P values
CMPL -> EFFE 0.433 0.438 0.072 6.011 0.000
CMPL -> GOVR 0.415 0.425 0.096 4.315 0.000
GOVR -> EFFE 0.395 0.397 0.080 4.943 0.000
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LSall il of ¢ (CMPL — GOVR)dd yadll duSsall e layili of ¢ (CMPL — EFFE)dd jadll 50
-(GOVR — EFFE) 4 peadll 5:1 o

Jeaniall i) 568 e 5 ya Ly ¢liilian) dhuiiag Byfiase lusal) CDlalae i of ) 138 jadg
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Original Sample
Bias 2.5% 97.5%
sample (O) mean (M)
CMPL —> EFFE 0.433 0.438 0.005 0.278 0.561
CMPL —> GOVR 0.415 0.425 0.010 0.194 0.576
GOVR —> EFFE 0.395 0.397 0.003 0.222 0.538
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0000 0000
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me- cmMPL EFFE DUUO i
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i L 0.000ie JSUP dad cualy Gu las L8 Ailan) AN @b ¢(Lgihdiga ) 2l il
Aarsglly Alaianal) clysiall o M (EFFE 10.485 5 GOVR I 0.172) yilsall Jals dauagall R? a8

Algiiag Ban yundi A g (EFFE) 4 cplall 5648.5% e L puis
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Path coefficients

Path coefficients
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JEa¥) disdag e BN 4y A ymal) 5l o a0 (g el (Ba)all Jpaal) 1n)0.433 G 4l
Ldypadl 5l o Aol jiladl il S Ly .0.415 das (CMPL — GOVR) 4aSeall o
ol 88 st ac sy sV g i) 8 ol 138 0.397 sy Luss CoeV) 58(GOVR — EFFE)
el & jlua S

Cpiiall Sl ) Julat e,

S b Gpeal G cdd paall 50Uy AaSsall due jall il pbigall Aiall il (gl il 2y
oaniall i) ey sl b gsane JSI AV Jia g stall il G AlleaY) AR adl
5elillg ¢dad padll daSeall ¢ JELY) 3\.5:\.25 O A8lall 58 (,:\:\33.' T (D9% set\.“ il qu Jaiall

el agaill (gginn Ao ddypadll
4 padll Belislly daSgall o Jlnay) Aadigl ASY S5Y) 1(29-3) gl
S A
CMPL > EFFE 0.628
CMPL —> GOVR 0.494
GOVR -> EFFE 0.340
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Al Glleall g 5T Adled
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sl By cwngall Y duss & SO (gsaall sl Gle Jy
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50 xe (A pnall 50Uy AeSoal) 33t 8 Gl Sale i JUnaY) dadag of ailll ods X5 1gr i)
Dby Sl oY) ppat (B Lguaal pu Lo cdaSonll e dlae g il oY) o (o il

dilasy) LNy Spdbal) clucaydll JLIA) gl :(30-3) Jsaad)

FIPH] Jbal) (B)Jealealt | T-Statistic | P-Value L)
H, CMPL — EFFE 0.433 6.011 0.000 0.000
H, CMPL — GOVR 0.415 4.315 0.000 0.000
H, |GOVR —EFFE 0.395 4.943 0.000 0.000

SmanPLS 4 zaliy clajiae o slaae YL Bald) slae] (a1 jiaal)
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ilas] (Hy) (A 4@l B cale g . 3ud yuadll
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Alblaigll Jalad elia) :(7-3) Jsid)

Is
P Pz
significant
7

Yes

Is pog
significant

Is g
significant

Complementary Competitive Indirect-only Direct-only Mo etffect
(partial mediation) | [{partial mediation)| | (full mediation) {no mediation) (no mediation)

Source: A Primer on Partial Least Squares Structural Equation Modeling (PLS-SEM), Second Edition, SAGE
Publications, 2017, p233.

dlual W)y e

{(GOVR) (alSll yuxially (CMPL) (3l Luiall G lsall dugine 1Py @
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(EFFE) (a8l uaially (CMPL) 0el€l) yuiall (s slasall digins 1Py @
Aaloagll Byaliall e DU Auilany) it :(31-3) Jgaal

Mean STDEV T statistics P values
CMPL -> GOVR —> EFFE 0.166 0.043 3.773 0.000

SmanPLS 4 zaliy cilajia (e jdaall

i pad) LSl of ) colial (32-3) Jsandly Dlel (31-3) Jsand) b dacasall ol o
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Mean Bias 2.5% 97.5%
CMPL —> GOVR -> EFFE 0.166 0.003 0.085 0.254
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Difference t value p value

(Male - Female) | (|[Male vs Female|) | (Male vs Female)

CMPL -> EFFE 0.152 1.048 0.297
CMPL -> GOVR 0.181 1.016 0.312
GOVR -> EFFE -0.254 1.690 0.094
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Sl EDalas
CMPL -> EFFE 0.433
CMPL -> GOVR 0.415
GOVR -> EFFE 0.395

e eV Ll Gl Qe didag of edals Bpilaad) Hluall clelas (34-3) Jsanl) padly

AaSsal) G agen o 3 ¢(0.415) A pad) LSl o iaalus Lol ¢(0.433) G jad) 56U
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S 5
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GOVR 76.631

SmManPLS 4 zaliy cilajia (e jdaall

(77.771) Gas e 2ol Jas Jpeadll JEY) o o) jedis cold) Gligine Joanll miag,
Lo AeSoall Gadat Adlad Cpat] Jlas d9ag oy Lae (76.631) Lipadl LaSeall el (ggine 4ily
Al Belasll i A aalun

Gy all A< dan¥) 1(37-3) Jgaad

EFFE
Cmp_2 0.238
Cmp_3 0.236
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Aulial cfysial) ol
Cmp_2 80.556
Cmp_3 78.889
Cmp_4 74.167
Gov_2 78.056
Gov_3 72.222
Gov_5 78.056
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PLS-SEM_RMSE PLS-SEM_MAE LM_RMSE LM_MAE
Gov_2 0.639 0.528 0.648 0.533
Gov_3 0.723 0.571 0.727 0.573
Gov_5 0.726 0.576 0.732 0.564
Eff 1 0.723 0.566 0.720 0.567
Eff 2 0.625 0.496 0.641 0.499
Eff 3 0.629 0.505 0.635 0.503
Eff 4 0.694 0.530 0.703 0.539
Eff 5 0.752 0.611 0.767 0.627
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PLS loss LM loss Average loss difference t value p value
GOVR 0.486 0.495 -0.009 0.923 0.358
EFFE 0.471 0.483 -0.012 1.824 0.071
Overall 0.477 0.487 -0.011 2.278 0.025
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PLS-SEM == Regression with Copula (Simulated Data)
== Corparate reputation - PLS-SEM baok (primer) == Regression with Copula (Park and Gupt)
== Corporate reputation - Advanced PLS-SEM book == Logistic regression
== Organizational Identification Model Variations == NCA (carparate reputation)
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