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Abstract

This study empirically examines the effect of ownership structure on bank diversification and risk-taking behavior. The population of this 
study is based on all commercial banks listed in Bangladesh. Thirty-two conventional commercial banks were randomly selected from 
thirty-three conventional banks for this study. Data was collected from the annual reports of the concerned banks from 2000 to 2017. To 
analyze the data, we had applied the two-stage least squares (2SLS) estimator. The results of the analysis show that ownership structure i.e. 
managerial ownership, institutional ownership, general public ownership, and ownership concentration have a significant negative impact 
on bank diversification. On the other hand, institutional ownership, managerial ownership, and general public ownership have a significant 
positive impact on Z-score, and ownership concentration has an insignificant but positive impact on the Z-score of banks in Bangladesh. 
Therefore, the study opposes the benefits of diversification and promotes ownership structure which is capable of ensuring better financial 
stability by reducing the probability of risk. The policy-makers especially, Bangladesh banks should evaluate the fact of this study to issue 
guidelines on corporate governance, bank diversification, and risk-taking behavior of commercial banks. 
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crucial to take potential and logical actions to overcome this 
difficult and insecure time and enhance their performance. 
The significance of banks in the economy and their 
capacity to cause threats necessitates framing guidelines. 
Furthermore, Heid, Porath, and Stolz (2003) suggested that 
capital guidelines are most of the times are guided by the 
suspicion of deft conduct of banks. The attributes of banks, 
for example, high influence, contorted data, feeble nursing by 
the contributors, and restricted obligation incited enormous 
investors to expand bank risk-taking guidelines.

 The banking system largely depends on how well 
it manages risk. But managing risk is complicated as 
management depends on different ownership structures 
too. Zeitun and Gang Tian (2007) discussed the importance 
of ownership structure in the context of performance and 
finance literature. However, evidence of the effectiveness of 
ownership is mixed. Laeven and Levine (2007) had found 
a higher risk of concentered ownership. On the one hand, 
performance and risk-taking behavior depend on the identity 
of the controlling shareholder (Ongore, 2011). 

Although large shareholders may exercise their rights 
to pursue benefit at the cost to the minority shareholder 
(Shleifer, La Porta, & Lopez-De-Silanes, 1999). The new 
circumstances, in which banks manage and the specificities 

1. Introduction 

The banking sector plays a significant role in uplifting the 
country’s economy. A sound and established banking system 
are requisite for the sustainable economic development of 
a country. In the last few decades, banks have been facing 
many challenges after the third financial crisis and it is 
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of finance, highlight the failing in the imposition of risks and 
vulnerabilities. On the one hand, the conventional banking 
system gives loans to different types of people, customers, 
and other institutions. As a result, the banking system charges 
interest and earns money. Based on the ASEAN-5 emerging 
economies, Moudud-Ul-Huq et al. (2018) reveal the benefit 
of bank diversification in terms of risk and performance. 
It also persists in the following studies (Moudud-Ul-Huq, 
2019a; Moudud-Ul-Huq et al., 2020).

In the current, situation risk management plays a 
significant role in the banking industry. Today, banks and 
other financial institutions obverse a lot of risk in their 
daily business operations such as credit risk or default 
risk, interest rate fluctuation risk, liquidity risk, foreign 
currency exchange risk, other types of risk which is the main 
impediment of a banking system. Therefore, an effective and 
efficient risk management practice is exceptionally needed 
for bank survival and success. 

Constructs relating to financial risk measurement factors 
are liability structure ratio, quick ratio, return on assets, 
total asset turnover, accounts receivable turnover, net assets 
ratio, and fixed assets ratio; but there is a difference between 
the impact of these factors on financial risk in state-owned 
enterprises listed on the Vietnam stock market and non-state 
enterprises (Dang et al., 2020). 

There are different types of ownership structures in 
the banking industry such as they can be a conventional 
commercial bank and Islamic bank, they can be in managerial 
ownership banks, institutional ownership commercial banks, 
general public commercial banks, and can be ownership 
concentration commercial banks. State ownership and 
ownership by foreign investor-oriented ownership were 
positively and significantly associated with the systemic risk, 
whereas domestic investor-oriented ownership has a reverse 
effect on the systematic risk of listed companies in Vietnam 
(Thuy UV, Phan, & Dang, 2019). Diversification attempts 
significantly improved the performance of Sri Lankan banks 
and bank’s performance is positively and significantly 
associated with diversification. More diversified banks are 
more profitable banks (Pisedtasalasai & Edirisuriya, 2020). 

Therefore,  there is a subsequent need to have an insight 
into how a bank’s ownership structure affects investment 
decisions, reduction, and risk of lack of money in the context 
of banking (Tang, Alam, Lokan, & Abbass, 2012). However, 
this study extends the scope of the current literature through 
the following contributions. First, it shows the effect of 
diverse ownership structure on bank diversification to test 
whether there is any heterogeneous impact of ownership 
structure. Second, it shows the impact of ownership structure 
on risk-taking behavior. Third, it extends the previous 
literature by introducing bank diversification as a dependent 
variable. Finally, this study underpins the effect of ownership 

structure on bank diversification and risk-taking behavior in 
the context of a developing economy like Bangladesh.   

Now the question is how the different types of ownership 
affect bank diversification and risk-taking behavior. The 
main objectives of these observations are to find out the 
impact of different types of ownership structure on bank 
diversification and bank risk-taking behavior in Bangladesh. 

The reminder sections of this research paper are 
designed as followed: Section-2: literature review and 
hypotheses development. Section-3: research framework 
and econometric modeling. Section-4: findings and analysis 
and finally, Section-5: conclusions and recommendations.

2.  Literature Review and Hypotheses 
Development 

For the ease of discussion, we have categorized this 
section as: (i) the relationship between ownership structure 
and bank diversification; (ii) the relationship between 
ownership structure and bank risk-taking behavior; (iii) 
development of conceptual framework; and (iv) development 
of hypotheses.

2.1.  Ownership Structure and Bank 
Diversification

For the ease of our discussion, we have arranged this 
section by emphasizing the relationship between different 
types of ownership and bank diversification.

Institutional ownership and bank diversification
Among the very few instances, Deng, Elyasiani, and Jia 

(2013) described institutional ownership as a risk-averse 
attribute that boosts the organization benefits by way of 
diversification strategy. But the adoption of a diversification 
strategy also depends on diverse ownership patterns 
(Ramaswamy, Li, & Veliyath, 2002). 

Managerial ownership and bank diversification
Yoshikawa and Phan (2005) argued against managerial 

ownership, as the higher stakes of such ownership reduce the 
probability of product diversification. Chen and Yu (2012) 
point out the positive outcomes from the diversification that 
entails short-term firm performance and no such connection 
with mid-term firm performance.

General public ownership and bank diversification
General public ownership refers to the ownership of 

industry, enterprise, or asset by the public body performing 
for a community as against an individual or a private party. 
It is also called state ownership. Pashigian (1976) shows that 
increase in automobile ownership is the reason for reduced 
profits and public ownership. Besides, Chau and Gray (2002) 
showed that the extent of outside ownership is positively 
associated with voluntary disclosures. 
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Ownership concentration and bank diversification
Ownership concentration is considered as the key to 

making a strategic decision (Demsetz & Lehn, 1985). 
Therefore, bank diversification also relies on concentrated 
ownership. However, the possible outcomes are yet to be 
explored

2.2. Ownership Structure and Risk-Taking

For the ease of our discussion, we have arranged this 
section by emphasizing the relationship between different 
types of ownership and risk.

Institutional ownership and bank risk-taking
There was a dearth of literature in the context of 

institutional ownership and risk. But nowadays, the 
readership and research interest are growing up. But the 
evidence in connection is mixed for few studies (Dennis & 
Strickland, 2002; Sias, 1996; Xu & Malkiel, 2003) which 
posit and find the positive relationship between institutional 
ownership and stock return unpredictability. Sias (1996) 
presumes that an expansion in institutional ownership level 
in firms increases stock instability. The contention clarifies 
the positive relationship that educated institutional financial 
specialists are preferred over other individual speculators. 
Then again, different studies contend that there is a negative 
relationship between institutional ownership and stock 
unpredictability. This affirms that institutional financial 
specialists have better data over individual speculators and 
consequently, their exchanges will cover more subtle content. 
Further, an expansion in the data substance of stock costs 
is related to the decrease of the difference of stock returns,  
thereby diminishing stock return unpredictability (Vo, 2016).

Managerial ownership and bank risk-taking
Jensen and Ruback (1983) and Shleifer et al. (1999) 

demonstrate that higher managerial ownership could relieve 
organization issues. Lee (2004) discovered that there is a 
huge significance of managerial ownership. Saunders, Strock, 
and Travlos (1990) found out that the extent of managerial 
ownership has more risk-taking behavior than lower managerial 
ownership while Cebenoyan, Cooperman, and Register 
(1999) demonstrated that provision with higher managerial 
ownership shows unbeneficial risk-taking behavior. Chun, 
Nagano, and Lee (2011) reasoned that improved managerial 
ownership expands the risk of Japanese banks while it does 
not add any risk to the banks in Korea.

General public ownership and bank risk-taking
General public owners are one of the key determinants of 

bank risk-taking behavior. Whether in connection with the 
higher stakes of general public ownership, the aptitude of 
taking a risk might be different from other ownership as this 
type of ownership has no self-interest and no probability of 
the alignment to the administration. Hence, we predict that 
the impact of general public ownership on risk is negative. 

Ownership concentration and bank risk-taking
Ownership concentration does not expressively affect 

a bank’s profitability. Normally a higher ownership 
concentration is associated with better loan quality, lower 
asset risk, and lower insolvency risk. Some studies (Martínez 
& Ramírez, 2011; Saunders, Strock, & Travlos, 1990) find 
a positive relationship between ownership concentration 
and bank risk-taking behavior. Burkart, Gromb, & Panunzi 
(1997) provides a negative relation between ownership 
concentration and bank risk-taking. 

Figure 1: Relationship between Ownership Structure and Bank Diversification

Figure 2: Relationship between Ownership Structure and Bank Risk-taking
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2.3. Conceptual Framework

We use two figures (Fig.1 and Fig.2) to exhibit the 
effect of ownership structure on bank diversification and 
risk-taking behavior. Where Fig.1 displays the effect of 
ownership structure on bank diversification and Fig.2 
reflects the influence of ownership structure on the bank’s 
risk behavior.

2.4. Development of Hypotheses

Based on the previous studies (section 2.1 and 2.2), we 
posit the following hypotheses for this study.

H1: there is a diverse impact of ownership structure on 
bank diversification.

H2: there is a diverse impact of ownership structure on 
bank risk-taking behavior.

3.  Research Framework and Econometric 
Modeling

3.1. Population and Sample

The population of this study is based on all commercial 
banks listed in Bangladesh. There are thirty-three conventional 
commercial banks listed in Bangladesh. Thirty-two conventional 
commercial banks were randomly selected from thirty-three 
conventional banks for this study. Data was collected from the 
annual reports of the concerned banks from 2000 to 2017.

3.2. Definition of Control Variables

Besides, the dependent variables (bank diversification 
and risk-taking), the main exogenous variable (ownership 
structure), we also use some bank-level control variables 
which have been discussed briefly in Table 1.

Table 1: Definition of variables

Variables Measurement of variables. Predated signs Source

Diversification Non- interest income to total 
operating income. +/-

(Berger & Ofek, 1995; Deng et al., 
2013; Laeven & Levine, 2007; Lloyd, 
Modani, & Hand, 1987)

Z-Score

Indicator of the insolvency risk, 
measured as the mean of return on 
assets plus the capital asset ratio 
(equity capital/total assets) divided 
by the standard deviation of asset 
returns. (ROA+E/A)/ (σ ROA)

_

(Dong, Meng, Firth, & Hou, 2014; 
Migliardo & Forgione, 2018; Moudud-
Ul-Huq, 2018, 2019b; Moudud-Ul-
Huq et al. 2018, Moudud-Ul-Huq et 
al. 2020, Srairi, 2013; Zhang & Jiang, 
2018)

Institutional Ownership 
(INO)

The proportion of equity held by 
the financial and non-financial 
companies.

+/-

(Bushee, 1998; Dechow, Sloan, & 
Sweeney, 1996; Gompers & Metrick, 
2001; Neubaum & Zahra, 2006; 
Stapledon & Stapledon, 1997)

Managerial Ownership 
(MNO)

The proportion of equity held by 
the board of directors and other 
managerial persons.

_

(Cebenoyan, Cooperman, & Register, 
1999; Jensen & Ruback, 1983; Lee, 
2004; Saunders et al., 1990; Shleifer 
& Vishny, 1997; Stulz, 1990)

General Public 
Ownership (GPO)

Equity percentage participation by 
the general public. + (Chau & Gray, 2002; Pashigian, 

1976)

Ownership 
Concentration (CONC)

Equity percentage participation by 
the largest shareholder of the bank. +/-

(Anderson & Fraser, 2000; Burkart 
et al., 1997; Gorton & Rosen, 1995; 
Iannotta, Nocera, & Sironi, 2007; 
Martínez & Ramírez, 2011)

Bank Size (BS) Log of total assets _

(Bokpin, 2013; Moudud-Ul-Huq, 
2020; Srairi, 2013; Su, 2010; Zhang 
& Jiang, 2018; Zheng & Moudud-Ul-
Huq, 2017)

Leverage (LEV) Total liabilities to total equity + (Moudud-Ul-Huq et al., 2018)

Lending (LEN) Net loans to total assets +/- (Haque & Shahid, 2016)

e Error term
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3.3. Regression Equations

To examine the effect of ownership structure on bank 
diversification and risk-taking, we develop the regression 
equations as:

Diversification = α0+α1INO + α2 MNO+α3 GPO + 
α4CONC + α5LEN + α6LEV + α7BS + ℮……… (Eq.1)

Z-Score=β0 + β1INO + β2MNO +  β3GPO + β4CONC + 
β5LEN + β6LEV + β7BS + ℮…… (Eq.2)

There are two dependent variables, which have been used 
in the above equations. Bank diversification and bank risk-
taking behavior are the dependent variables for Eq.1 and Eq.2 
respectively. Ownership structure is the main explanatory 
variable which categorizes as institutional ownership (INO), 
managerial ownership (MNO), general public ownership (GPO), 
and concentrated ownership (CONCE) respectively. Lending 
(LEN), leverage (LEV), and bank size (BS) respectively are a 
part of control variables. ℮ indicates the error term. α, β are the 
coefficient of repressors. To estimate the above equations, we 
rely on the two-stage least squares (2SLS) approach as it can 
address heteroscedasticity and endogeneity issues.

4. Empirical Result and Analysis

In this section, we analyze the descriptive statistics in 
which we get the mean, standard deviation, minimum, and 
maximum value of the variables. Later, correlation analysis 
helps us to find the relationship between dependent and 
independent variables. Finally, regression analysis helps us 
to find the causal effect between dependent and independent 
variables, especially, it shows the effect of ownership 
structure on bank diversification and risk-taking behavior.

4.1. Descriptive Statistics

Table 2 shows summary statistics for the key variables 
used in this study. In this study, we consider 32 banks from 

Bangladesh for the period between 2000 and 2017. There are two 
dependent variables such as bank diversification and risk-taking 
behavior. In this study, we also consider the main exogenous 
and few control variables. The main independent variables are 
managerial ownership (MNO), institutional ownership (INO), 
general public ownership (GPO), and ownership concentration 
(CONC). This shows that ownership concentration is a common 
practice, with institutional ownership being very powerful 
amongst the banks. We also find that managerial ownership 
also has a dominant part in the banking sector. We also indicate 
some control variables that make the measurement very clear. 
These variables are lending (LEN), leverage (LEV), and 
bank size (BS). In this descriptive analysis, we find the mean, 
standard deviation, maximum and minimum values of variables 
including dependent, main independent, and control variables. 

Table 2 shows the summary of statistic for the variables 
which have been used in the econometric models. The mean 
of diversification is 0.5875. It has a maximum value of 2.24 
and a minimum value of 0.10 and the SD for diversification 
is 0.22240. The mean of Z-score (second dependent variable) 
is 18.7808. It has a maximum value of 51.18 and a minimum 
value of -20.82. The SD for Z-score is 12.18006. The mean of 
institutional ownership is 17.3806. It has a maximum value of 88 
& a minimum value of 0 and the SD of institutional ownership 
is 10.70189. The mean of managerial ownership is 40.7906. It 
has a maximum value of 100 and a minimum value of 0 and the 
SD of managerial ownership is 20.00111. The mean value of 
general public ownership is 36. 9673. It has a maximum value 
of 95.77 and a minimum value of 0 and the SD of general public 
ownership is 21.45534. The mean of ownership concentration is 
314.0892. It has a maximum value of 6738.94 and a minimum 
value of 0.25 and the SD value of ownership concentration is 
479.18304. For control variables, the mean of lending is 0.6574. 
It has a maximum value of 0.84 and a minimum value of 0.05 
and the SD of lending is 0.09229. The mean of leverage is 
0.09231, the minimum and maximum value range from 0.05 to 
1.13 and the SD is 0.09430. The mean of bank size is 11.3164. 
The minimum and maximum value range from 0.05 to 14.85 
and the SD of bank size is 1.21108.

Table 2: Descriptive statistics

Variables N Minimum Maximum Mean Std. Deviation
Diversification 530 .10 2.24 .587 .222
Z score 530 -20.82 51.18 18.780 12.180
INO 530 0.00 88.00 17.380 10.701
MNO 530 0.00 100.00 40.790 20.001
GPO 530 0.00 95.77 36.967 21.455
CONC 530 .25 6738.94 314.089 479.183
LEN 530 .05 .84 .657 .092
LEV 530 .05 1.13 .923 .094
BS 530 .05 14.85 11.316 1.211
Valid N (list wise) 530
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4.2. Correlation Analysis

Table 3 shows the correlation matrix for the dependent, 
independent, and control variables that have been used 
in the regression model. In the correlation analysis, we 
find some positive relation with dependent variables, 
independent variables, and control variables. It also shows 

the negative relationship with independent, dependent, and 
control variables. In this correlation analysis, Table 3 shows 
the relationship with 10% and a 5% level of significance. 
Therefore, it shows some strong, weak relationships with the 
variables. Correlation co-efficient below -0.556 indicates 
that weaker relationships exist among the independent 
variables (GPO & MNO). The correlation between bank 

Table 3: Correlation Analysis

 Diversification Z score INO MNO GPO CONC LED LEV BS
Diversification 1
Z score -.364** 1
INO .019 .108* 1
MNO -.020 -.136** -.093* 1
GPO -.183** .250** -.315** -.556** 1
CONC -.085* .090* .016 -.103* .054 1
LED -.386** .261** -.050 -.020 .158** .094* 1
LEV .053 -.060 .062 .110* -.140** -.125** .065 1
BS .168** -.030 .105* -.111* -.196** .479** -.158** -.143** 1
**. Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).

Table 4: Regression Analysis

Variables Diversification

INO
-0.001**
(-2.065)

MNO
-0.001***

(-2.918)

GPO
-0.002***
(-3.517)

CONC
-5.19**

(-2.426)

LEN
-0.809***
(-8.232)

LEV
0.178**
(-1.886)

BS
0.024***
(-2.707)

C
0.873***
(-5.025)

Adjusted R-squared                                        0.192             
Number of observations                                   530
Number of Instrument                                          9                 
Number of banks                                                32
Note: Here ***, **, * indicate statistical significant at the 1, 5 and 10 per cent level.
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size and ownership concentration is 0.479 that indicates a 
weak relationship with them. However, other variables’ 
relationship shows a positive or negative and significant 
relationship.

Table 3 also shows that Z-score has a negative 
relationship -(0.364) with diversification, which means 
that if risk increases, then the stability of the bank 
decreases, and when risk decreases, the stability increases. 
INO has a positive (0.108) relationship with Z-score, 
which means that if institutional ownership increases, 
then the risk of the bank increases, and when institutional 
ownership decreases, the risk decreases. It also shows 
no significant relation with diversification. MNO shows 
a negative (-0.20) relationship with diversification and 
also shows a negative  (-0.136) relationship with Z-score, 
which means that if managerial ownership increases, 
then the risk of the bank decreases, and when managerial 
ownership decreases, the risk increases. GPO shows a 
negative (-0.183) relationship with diversification, which 
means that if the general public ownership increases, then 
the diversity of the bank decreases, and when general 
public ownership decreases, the diversity increases; 
however, there is a positive relationship (0.250) with 
Z-score, which means that if the general public ownership 
increases then the risk of the bank increases, and when 
general public ownership decreases, the risk also 
decreases. CONC shows a negative (-0.085) relationship 
with diversification, which means that if the ownership 
concentration increases, then the diversity of the bank 
decreases, and when risk decreases, the diversity increases 
and has a positive relationship (0.090) with Z-score, 
which means that if the ownership concentration increases 
then the risk of the bank increases, and when ownership 
concentration decreases, the risk decreases. LEN has a 
negative (-0.386) relationship with diversification. LEV 
and BS show positive (0.053) and (0.168) respectively 
with diversification, and also show negative ((-0.060) and 
(-0.030)) relation with Z-score.

4.3. Regression Analysis

Table 4 shows the regression analysis of variables. 
In this analysis, the dependent variable is diversification 
and the independent variables are managerial ownership, 
institutional ownership, general public ownership, and 
ownership concentration. The control variables are lending, 
leverage, and bank size. It shows the positive or negative 
impact of ownership structure on bank diversification. It also 
provides a significant impact on other variables.

 The after-effect of relapse examination utilizing 
diversification ((Berger & Ofek, 1995) as the dependent 
variable is given in Table 4. It shows that the estimation 

of F-Statistics is significant and signifies the fitness of the 
model, while the coefficient of determination is 19.20% 
which shows the explanatory power of independent 
variables to explain the dependent variable. All the 
independent variables i.e. institutional ownership (5% 
level of significance), managerial ownership (1% level 
of significance), general public ownership (1% level of 
significance), and ownership concentration (5% level 
of significance) have a significant negative impact on 
bank diversification. This is similar to many studies 
(Deng et al., 2013; Laeven & Levine, 2007). It shows 
that banks in Bangladesh with a higher concentration of 
ownership disfigure bank diversification. These studies 
also recommend that with higher managerial ownership, 
higher institutional ownership, and higher general public 
ownership decline bank diversification. The leverage 
and bank size have a significant positive impact on bank 
diversification. Therefore, the outcomes include the benefit 
from diversification with higher engagement of diverse 
ownership structure along with bank size and leverage 
policy, which also promotes bank diversification.

Table 5 shows the regression analysis based on the effect 
of ownership structure on risk-taking where Z-score is a 
dependent variable. Independent variables are managerial 
ownership, institutional ownership, general public ownership, 
and ownership concentration. The control variables lending, 
leverage, and bank size are also used in this analysis. This 
analysis also shows the positive and negative impact and 
significant impact of the variables.

Similar to the results of Table 4, the model is also a fit as 
a whole for Table 5 while the coefficient of determination 
is 14.90% and implies the explanatory power of the model. 
All the independent variables i.e. institutional ownership 
(1% level of significance), managerial ownership (10% 
level of significance), and general public ownership (1% 
level of significance) have a significant positive impact on 
Z-score that inversely relates with bank risk. Impressively, 
the effect of diverse ownership structure on bank financial 
stability (inverse of risk) is positive, implying that a 
higher number of different ownerships, boost the bank’s 
financial stability by reducing the risk. These results partly 
confirm the following studies e.g., (Chou & Lin, 2011; 
Iannotta, Nocera, & Sironi, 2007; Chun, Nagano, & Lee, 
2011). It shows that banks in Bangladesh with higher 
ownership structure improves the bank’s financial stability. 
Unfortunately, there is no significant effect of ownership 
concentration on risk. Among the control variables, lending 
has an crucial effect on bank financial stability by reducing 
the probability of risk while there is no other significant 
effect from control variables such as leverage and bank 
size.
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5. Conclusions and Recommendation

This study is about the impact of ownership structure on 
bank diversification and risk-taking behavior in Bangladesh. 
Diversification is used as diversity and Z-score is used 
as a risk-taking variable. While managerial ownership, 
institutional ownership, general public ownership, and 
ownership concentrations were taken as the proxies for 
ownership structure. The results suggested that all the 
representations of ownership structure i.e. managerial 
ownership, institutional ownership, general public 
ownership, and ownership concentration have a significant 
negative impact on diversification. On the other hand, using 
Z-score as a proxy for risk-taking, the proxies of institutional 
ownership, managerial ownership, and general public 
ownership have a significant positive impact on Z-score, and 
ownership concentration has an insignificant positive impact 
on the Z-score of banks in Bangladesh. Therefore, from the 
results, it suggests the following policy implications. The 
banking regulators can promote bank financial stability by 
taking ownership structure into account for formulating 
strategies. Policymakers also should consider the size of the 

banks which can be a good motivator for bank diversification. 
Moreover, they should rethink about the ownership structure 
to diversify the bank’s profitability as the ownership 
structure may advocate for portfolio diversification. 
Though the study has many contributions, it faces some 
limitations. For example, if we could use different control 
variables separately for two equations, then we would get 
more interesting outcomes. Moreover, if we could check 
the robustness by using different alternative measures of 
diversification, risk-taking, and ownership structure, then 
it would validate the results better. In connection with this 
study, one can augment the scope by considering a cross-
country analysis.
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