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This paper examines the impact of bank board diversity on operating
diversification and performance, and the effect of its interaction with operating
diversification on performance. The samples are domestic banks and some
foreign banks. In theory, diversified operations, performance and diverse boards
of directors are all endogenous, so the regression coefficient is estimated by the
two-stage least squares method. Diversified operation includes lending objects,
income sources and non-interest income; performance includes overall
performance indicators (return on assets, default risk Z value) and lending
performance (net interest margin, non-perefirming loan ratio). The results show
that: With other conditions unchanged, a diversified board affects diversified
operations, but the degree varies depending on the overall performance or the
lending performance. The diversified board has no impact on the overall return
and risk, but reduces the loan spread and quality. When the board diversity and
the operating diversification change cocurrently, the board diversity will reduce
the degree of operating diversification, and the two variables affect performance
spontaneously and interactively, but the degree also varies with the types of
performance and operating diversification. As far as the final overall

performance is concerned, the board diversity reduces the lending diversification,
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and the interaction between the two variables improves the bank's performance;
but the interaction with the reduced diversifications of both the income sources
and non-interest incomes causes performance to decline or have no effect. The
effects of individual diversity elements (gender, seniority, education, specialty,
and profession) of a diverse board are different and vary with the types of both
the operating diversification and performance. The effect more consistent with
the effect of the composite indicator is the seniority diversity, and the lesser
effect is for gender diversity (which interacts with income diversity to reduce
overall default risk). Therefore, the board diversity should consider the
combination of multiple dimensions, and a single dimension cannot guarantee

absolute benefits or costs for banks.

Key Words: Board Diversity, Lending Customer Diversification, Income Source

Diversification, Non-interest Income Diversification, Z-score.
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