Majors: FINANCE

Major/No. F7

“The Effect of Corporate Governance on Fintech Adoption with CEO Education

as a Moderator: Evidence from Banking Sector of Pakistan”

Mr. Zohaib Masood 01-321251-030

Master’s in Business Administration

Supervisor:

Dr. Nida Aman

Spring-2026

BUSINESS STUDIES DEPARTMENT
BAHRIA BUSINESS SCHOOL

Bahria University Islamabad

1|Page



FINAL PROJECT/THESIS APPROVAL SHEET

Open Defense Examination

Open Defense Date @ 23/06/2026

Topic of Research: (“The Effect of Corporate Governance on Fintech

Adoption with CEO Education as a Moderator: Evidence from Banking
Sector of Pakistan™)

Names of Student(s):

° Mr. Zohaib Masood Enroll # 01-321251-030
Class: MBA 1.5

Approved by:

Dr. Nida Aman

Supervisor

Qurat Ul Ain Waqgar

Research Coordinator

Dr. Aftab Haider

Head of Department

2|Page



Copyright © By Mr. Zohaib Masood
All rights reserved. No part of material protected by this copyright notice may be replaced or

utilized in any form or by any means, electronic or mechanical, including photocopy, recording or

by any information storage and retrieval system without the permission from author.

3|Page



Certificate

This is to certify that Mr. Zohaib Masood has incorporated all observations, suggestions and
comments made by the external evaluators as well as the internal examiners and thesis supervisor.
The title of his Thesis: “The Effect of Corporate Governance on Fintech Adoption with CEO

Education as a Moderator: Evidence from Banking Sector of Pakistan”

Dr. Nida Aman

(Thesis Supervisor)

4|Page



Acknowledgement

First and foremost, I offer my deepest gratitude to Allah Almighty, the Most Gracious and the
Most Merciful, for granting me the health, strength, and perseverance required to complete this

research.

I would like to express my sincere appreciation to my Research Supervisor Dr. Nida Aman for
their invaluable guidance, constant encouragement, and academic insight throughout the
development of this thesis. Their expertise in corporate governance and financial research was

instrumental in shaping the direction of this study.

A special note of thanks to the Chief Legal Officer and Company Secretary, Ms. Palwasha
Qazi for their mentorship and for providing a professional environment that allowed me to bridge
the gap between academic theory and corporate practice. I am also grateful to the Head of
Corporate Affairs, Mr. Haroon Sajid, Manager Corporate Affairs Muhammad Shahid Iqbal
and Manager Corporate Governance and Legal Mr. Nauman Rasheed for their support during

the data collection and policy review phases of this research.

Finally, my heartiest gratitude goes to my parents and family for their unconditional love, prayers,
and sacrifices. This achievement would not have been possible without their unwavering support

throughout my academic journey.

Thanks to all of you!

5|Page



Contents

L0 o 7 o =] e N 12
INTRODUGCTION ....cuiiiiiiiiiiiiiiiiiiiiiiiiitiieiieiietieteitetettestestestesteseessssssssssssssessssssssnssnses 12
1.1 13340 T 1T Lo 1 Lo o S 12
1.2 [RCETSEE] o] o T € F: 1o B PP 15
1.3 Problem Statement.......cccceieiiiiiiiiiiiiiiiiiiiiiiieiiiiiiiiteceteieieetesececeteneresecees 16
1.4 RTCETSEET o] s 0] o) =Y o 4171 S PP 17
1.5 Research QUESHIONS....cccciiiiiiiiiiiiiiiiieteiieteetacessacessacessasessacessssessssssssassasassns 17
1.6  Significance of STUdIeS...ccccciiiiiiiiiiiieiiiiiiiiiiiteteiieierietesesacecesesessssssscocesessssss 18
(07 5 1Y I =] 2 N 21
LITERATURE REVIEW ......cuuiiiiiiiiiiiiiiiiiiiiiieiieiitiieieietetetetesacetasassassessassassassanes 21
2.1 Empirical Research with Hypothesis Development ......cccccceieieiieiniieinececnnens 21
211 Board Attributes and Fintech Adoption......cccceveieieiieiiiieiiienececicrcenanenaes 21
2.1.2 Chief Executive Officer (CEO) Education as a moderator........ccccccaeeeeee.. 23

2.2 Theoretical SUPPOIt....ccciuiuiiiiiiiieieiecectetessssesesscecesssssssssssssssessssssssssssssssesass 25
2.21 V¥=0=1 o L3 VN I £ 1=Y oY V7N 25
2.2.2 Resource Dependence Theory (RDT) ..ccccceieieieireecaeeecereececcecescncescncenens 26
2.2.3 Upper EChelons TREOIY .ciieiiiieiiiieiiiseciececcececcacessasessscessscessssessssssssasses 26

2.3 ConceptUal FrameWOrK....cccieieiieieiieieeiecereecereacerencerencessncescacessacessncessasescnces 27
.............................................................................................................................. 28
(07 o 1 1 =] 2 SN 29
RESEARCH METHADOLOGY ...ceuituiiiiiiiiiiiieitieieieieiaiesssssssssssssssssssssassassanes 29
3.1 D T 1 - RS 29
3.2 5T: 11 0] o] 1PN 30
3.21 Population and Sample CompoSition ...cccccceeeiieeiiieieieeiceeenceececencacenens 30
3.2.2 Sampling Technique and Rationale ......cccccceeieiiiieiiiieciiceciececcececcececcacenes 30
3.2.3 Inclusion and Selection Criteria......cccceeveienieiinieiinieiiieiiieieceienceenenes 31
3.24 Sampling Justification ....cccieiieieiiiiiiiiiiiiiiiieieiieceiieteriecessacessacessacessacenes 31

3.3  Variable Measurement .......cccceveienieiininiininiiiieieiieieieeieiteceieeceiteceieeceseecencenes 32

6|Page



3.3.1 Dependent Variable, Fintech Adoption (FAdOP)...cccceereririrrererererernnnnnee 32
3.3.2 Independent Variable, Corporate Governance (CG1)...cccceeveernrenrcennnnnns 33
3.3.3 Moderating Variable, CEO Education.......ccccceeveieieieiriiiineniincirercncenannes 33
3.34 Control Variables ......cceeeiiuiiiiniiiiieiiiiiiieiiiiiiieiiieieeceiieceieeceeeceecaees 34

34 Econometric Model......ccccvuiuiuiiiiiiiiiniiiiiiiiiiiiiiieieiiiiiiiiceieceiiirecececececeeenees 34
3.5 DataEstimation Model.......c.ccceuiuiiiiniiiiniiiiiiiiiiiiieiiiieiiiieiiiieiiiieieceieececenceees 35
3.5.1 Estimation Strategy: Fixed vs. Random Effects .....cccccevvvvveieinininrnrnnnnenes 35
3.5.2 The Primary Model: Dynamic Panel GMM.......ccceieirieiirinrieeerecncancncenenes 36

3.6  Statistical PAckage ....cccceieiiiiiieieieiiieiieieiesacnceteressssesasscscesessssssssasscssesessssns 36
3.6.1 Primary Software: STATA.....cccieiiiiiiierietetiecertecescacessocessacessasssssssasassns 37

L0 o 1 o =] 2 N 38
AN ALY SIS eiiniieiiiiiieieieeieteeteteetetescetessecescasescasessesessesessesassssasssssssssssssssssssssssssssessnsassne 38
4.1 DeSCriPtive STats cuiciciiiiiiiiiiiiieiiiieieiaceceterersssesasacecesesessssasasscesesessssasassssseses 38
4.1.1 Analysis of Dependent and Independent Variables .......ccccecevviinnannnnnes 38
4.1.2 Analysis of the Moderating Variable .......c.cccccceieieiiiiiieiniecieiciienenecacacenes 39
4.1.3 Institutional Control Factors (SZ, Age, LeV) ...cceceieiieiniieinieiecrcecencacannns 40

4.2 Correlation MatriX....cccieieieiiiiiiiiieniniiiiieiieseresiereresecesessesesesesasssssssesssssssssss 41
4.3 Regression ANalySiS . c.ccccveieiieieieriereraieiererersrsasasaceceseressssasasscesesessssasasassseses 43
4.3.1 19101 o] £=1 £=1 1 o] o [P 43
4.3.2 (D 1 E=7 o1 ¥ E=E-] Lo T N 45

(0 4 F-1 o] {1 gl - TN 47
Conclusion and Recommendation ......ccceuveureieiniiieiiiinieieieiieieieeciicececececececacencaees 47
5.1 L0 oo 1T F-7 1o o N 47
5.2 RecommeNdations ....cccceuieuieiiniiiinieiiieiiieieieiiteiitetieteieeteseeceteceseecececenes 47
5.3 Limitation of RESEArch ......ccccceuiuiiniuiininiiiiniiiieiiiieiiireieireciireterecececececenceees 48
5.4 Future ReSearCh ......ccceeiiiiiiiniiiiiiiiiiiiiiiiiieiiiiiiiieieiteterereesasasacecesesesessasases 48
= (= = Lo e 50

7|Page



List of Tables Layout:

Table 1: Variable Definitions and Measurements .........c.cccecevveieinrcinerennrcnncnn.. Page 38

Table 2: Summary Statistics of Variables ......cccoccereeecneneees Page 41
Table 3: Pearson Correlation MatriX ......cccecceeeeveercscneccscnnccsnnnes Page 43
Table 4: GMM Regression Results .......coueeinienneensnecssnecsaensnennne Page 45

8|Page



DEFINITIONS OF KEY TERMS

Agency Theory: A framework used to analyze the conflict of interest between bank
shareholders (principals) and management (agents) regarding risk and technological

investment.

Alternative Delivery Channels (ADC): Digital methods of banking service delivery, such

as ATMs, mobile applications, and internet banking, used as proxies for Fintech adoption.

CEO Education (CEOedu): A binary variable representing the technical or STEM-based
educational background of the Chief Executive Officer.

Corporate Governance Index (CGi): A composite measure representing the quality of

bank oversight based on board independence, size, and technical expertise.

Dynamic Panel GMM: The Arellano-Bond estimation technique used to address

endogeneity and path dependency in banking data.

Fintech Adoption Index (Findex): The dependent variable representing the degree of a

bank’s integration of financial technology infrastructure.

Resource Dependence Theory (RDT): The theory positing that boards provide essential

"technological knowledge" and resources required for institutional survival.

Upper Echelons Theory: The perspective that strategic organizational choices are

reflections of the values and cognitive bases of top managers.

9|Page



1 LIST OF ABBREVIATIONS

ADC Alternative Delivery Channels
BITexp Board IT Expertise
Bind Board Independence
Bsize Board Size
CEO Chief Executive Officer
CEOQOedu CEO Education
CG Corporate Governance
Cgi Corporate Governance Index
DAI Digital Adoption Index
FAdop Fintech Adoption
Findex Fintech Index
GMM Generalized Method of Moments
IBI Islamic Banking Institution
IT Information Technology
LEV Financial Leverage
PSX Pakistan Stock Exchange
RDT Resource Dependence Theory
SBP State Bank of Pakistan
SSB Shariah Supervisory Board
STEM Science, Technology, Engineering, and Mathematics
SZ Bank Size
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Abstract

"This study addresses the 'performance paradox' within the Pakistani banking sector an operational
contradiction wherein standardized regulatory pressure logically dictates uniform digital progress,
yet yields deeply fragmented Fintech adoption of Conventional and Islamic Banking Institutions
(IBIs). The objective of this research is to empirically assess the impact of internal corporate
governance mechanisms specifically board size, independence, and IT expertise on technological

agility, while investigating the moderating role of CEO education.

A quantitative research design was employed, utilizing a balanced panel dataset of the
Conventional banks and Islamic Banking Institutions in Pakistan for the period 2016—-2026. Data
were manually extracted from Annual Audited financial Statements and Corporate Governance
Reports. The findings reveal that board IT expertise and director independence serve as primary
drivers of digital transformation. Furthermore, the results indicate that the technical or STEM-
based educational background of a CEO significantly moderates the relationship, acting as a vital

catalyst in operationalizing board-level Fintech strategies.

The study concludes that while the "dual-governance" structure of Islamic banks presents unique
coordination challenges, technically literate leadership can effectively bridge the adoption gap. It
is recommended that bank shareholders and regulators prioritize the appointment of tech-savvy
directors and executives to ensure long-term competitiveness and resilience in Pakistan's evolving

digital financial ecosystem.

Key Words: Corporate Governance, Fintech Adoption, CEO Education, Islamic Banking,

Pakistan.
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