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Abstract:

This study sought to highlight the impact of corporate governance on the financial
performance of a sample of 13 companies operating in the basic materials
manufacturing sector listed in the Saudi financial market for the period from 2012 to
2021, using the cross-sectional time series analysis method (Panel data), Where the
study includes one dependent variable expressing financial performance, which is the
return on assets, and six independent variables, which are respectively the size of the
board of directors, the number of board meetings, the independence of the board, the
percentage of ownership of the board of directors, the number of board committees, the
activity of the audit committee. The results led to a negative relationship between the
return on assets and each of the number of board meetings, the independence of the
board and the number of board committees, and a positive relationship between the
return on assets and the activity of the audit committee, while the rest of the other
variables are not significant and therefore have no effect on the return on assets.

Keywords: corporate governance, financial performance, return on assets.
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BMOE

IND

BOWN

CB

AUCM

ROA

ROE

EPS

FIRMS

Mean

8.315385

4.761538

0.505899

0.114208

2.984615|5.876923

0.065371

0.079664

2.214077

2.56E+15

Median

8.000000

4.000000

0.454523

0.052343

3.000000|5.000000

0.049055

0.080420

1.545000

1.50E+09

Maximum

15.00000
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0.857000

0.468632

5.000000|13.00000

0.385375

0.477188

23.44000

3.40E+16

Minimum
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0.207346

0.946685
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Std. Dev.

1.446914

1.396584
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0.134607

0.746928/2.061141

0.088202

0.154989

3.349842
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Skewness

0.841067
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0.298444

1.021138

0.248785|1.290946

1.069466

2.446430

2.490678

3.137271

Kurtosis

5.659879

4.482036

1.834017

2.850682

2.427477|14.977419

5.769164

18.89499

14.71329

10.93830

Jarque-Bera

53.64957

41.44332

9.293868

22.71308

3.116528|57.28857

66.31785

1498.200

877.5821

554.5939

Probability
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0.009591

0.000012

0.210501|0.000000

0.000000

0.000000

0.000000

0.000000

Sum

1081.000
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65.76683
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8.498267

10.35637

287.8300

3.33E+17

Sum Sq. Dev.

270.0692
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71.96923|548.0308

1.003573
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B! Addling dwgyud] W8Me puad FAall z3geddl:edld) bl
ALl Z3gaddl -1
S i Eu b z3led plusialy AeSsadl olpite Y0y (ROA)JWI ¢15¥1 48Me yuas Jolmin cuilll 1da @
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PRM ezl uxi¥l 7 3gd-1-1
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ROA=ty + @ BS, + @, BM, + a3IND, + a,BOWN, + a5CB, + ag AUCM + ¢,

130..ccnn. 1t S

PRM (apeztl z3gaill w5l 2(3.2) o) Jouzd!

Dependent Variable: ROA
Method: Panel Least Squares
Variable Coefficient Std. Error  t-Statistic Prob.
C 0.172365 0.077631  2.220320 0.0282
BS 0.006372  0.005133  1.241385 0.2168
BM -0.016928 0.005534  -3.058896 0.0027
IND -0.134986 0.052382 -2.576968 0.0111
BOWN -0.025854  0.065989  -0.391788 0.6959
CB -0.029674  0.011117  -2.669237 0.0086
AUCM 0.013687  0.004007  3.416019 0.0009
Root MSE 0.079086 R-squared 0.189802
Mean dependent var  0.065371 Adjusted R-squared 0.150281
S.D. dependent var  0.088202 S.E. of regression 0.081305
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Akaike info criterion -2.128876 Sum squared resid 0.813092

Schwarz criterion  -1.974470 Log likelihood 145.3769
Hannan-Quinn criter. -2.066135 F-statistic 4.802469
Durbin-Watson stat  0.770757 Prob(F-statistic) 0.000196
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ROA=fy; + B1BS + 8, BM + ;IND + B, BOWN + ;CB + S, AUCM + ¢;
Ligall sda éLb e é\.ﬂ‘ dj.\.gj\j

FEMaz, Ll ool 2 300 w5l 2(4.2) o8y Joumdl

Variable Coefficient  Std. Error t-Statistic Prob.
C 0.050018 0.075724 0.660533 0.5103
BS -0.001117  0.007046 -0.158570 0.8743
BM -0.010645  0.006087 -1.748756 0.0831
IND 0.103262  0.063624 1.622989 0.1074
BOWN 0.319921  0.130661 2.448483 0.0159
CB -0.010723 0.011228 -0.955021 0.3416
AUCM 0.003157 0.003744 0.843350 0.4008

Effects Specification

Cross-section fixed (dummy variables)

Root MSE 0.057334 R-squared 0.574192
Mean dependent var  0.065371 Adjusted R-squared 0.505142
S.D. dependent var  0.088202 S.E. of regression 0.062047
Akaike info criterion  -2.587550 Sum squared resid 0.427329

Schwarz criterion -2.168449 Log likelihood 187.1907
Hannan-Quinn criter. -2.417255 F-statistic 8.315602
Durbin-Watson stat ~ 1.223067 Prob(F-statistic) 0.000000

Eviews moliy (e Ialare! cpadlall slae] (o 2 yiuall
0.05 &MY Ay 5Lac¥l cpny d5Y 20%320s ROA 553 Bulg Bugy BOWN 5L; -
901.06s ROA jadsiy g ¢ laizly d3aly die 61 BMU ouSe 31 Joud (Slay 0121 Ggtuna 5liaelsg -

:dWl ISl anlal) ol Aslas 2,LS (S

ROA=0.0500183721885 - 0.00111732966047*BS - 0.0106448371373*BM + 0.103261614103*IND +
0.319920677667*BOWN - 0.0107227729573*CB + 0.00315740648291*AUCM+ [CX=F]
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ARSI IAI I AT IR RIS
o 233233323
Residual ——— Actual Fitted
MU e Iolazel cundlall slue] cpe 2 yiuall
aS, s IS Al wlslall 2(2.5) o8,y Jgazd!
N oA il
1 Jal3ll -0.130201
2 S 0.004849
3 il -0.102759
4 I 0.015582
5 zl>s -0.070357
6 $Sud -0.017459
7 Sea -0.012296
8 ¢l o -0.092453
9 Oolas 0.034418
10 ehlu 0.061725
11 $Sale 0.160132
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12 ozl 0.034780
13 e 0.114040
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REM  dslgdiall ol el 73900 glusi( 6.2) oy Jouz!

Variable Coefficient Std. Error t-Statistic Prob.
C 0.072102 0.072093 1.000129 0.3192
BS 0.004122 0.005836 0.706316 0.4813

BM -0.010170 0.005479 -1.855927 0.0659
IND 0.006147 0.055258 0.111241 0.9116

BOWN 0.090119 0.085425 1.054948 0.2935
CB -0.012254 0.010247 -1.195866 0.2340

AUCM 0.005204 0.003577 1.454853 0.1483

Effects Specification
S.D. Rho
Cross-section random 0.042538 0.3197
Idiosyncratic random 0.062047 0.6803

Weighted Statistics

Root MSE 0.063989 R-squared 0.051434
Mean dependent var 0.027380 Adjusted R-squared 0.005163
S.D. dependent var 0.065955 S.E. of regression 0.065785
Sum squared resid 1.111578 F-statistic
Durbin-Watson stat 0.943623 Prob(F-statistic) 0.359476
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7 S -0.013068
8 ¢l e & -0.028546
9 Oalas -0.010912
10 el 0.013334
11 9ol 0.111373
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13 KRPOh 0.071164
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Lagrange Multiplier Tests for Random Effects
Null hypotheses: No effects
Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives

Test Hypothesis

Cross- Time Both
section
Breusch-Pagan  1.142805 1.010851 2.153656
(0.2851)  (0.3147) (0.1422)
Honda -1.069020 1.005411 -0.044979
(0.8575)  (0.1573) (0.5179)
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King-Wu -1.069020 1.005411 -0.644511
(0.8575)  (0.1573) (0.7404)

Standardized Honda -0.796345 1.096562 -2.845433
(0.7871)  (0.1364) (0.9978)

Sta”da“i'/'vzjd KINg- 706345 1.006562 -4.644789
(0.7871)  (0.1364) (1.0000)

Gourieroux, et al. - - 1.010851
(0.3082)
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22.618 4 3 0.369547617 0.5 4| 10 0.0302812 0.139012407 3.36 2012 deliall (ol
22.656 5 3 0.33791965 0.7 4| 10 0.03407076 0.146316354 3.92 2013
22.570 6 3 0.308793817 0.7 4| 10 0.04108111 0.149404311 4.34 2014
22.586 5 3 0.3097 0.7 4| 10 0.04081 0.12227 4.38 2015
22.532 3 2 0.3067 0.66 4 9 0.0329 0.09183 3.35 2016
22.461 6 2 0.27955 0.625 5 8 0.01943 0.05886 1.75 2017
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19.926 8 4 0.00704 0.625 7 8 -0.03643 -0.0389158 | -0.52 2017
19.963 12 4 0.006589 0.75 5 8 0.0246677 0.0256909 0.36 2018
19.956 5 4 0.0289 0.75 8 8 0.023491 0.0245266 0.34 2019
20.021 11 4 0.02832 0.5555 5 9 0.075109 0.07872229 118 2020
20.033 13 5 0.02832691 0.5555 4 9 0.041385 0.0437662 0.66 2021
21.104 6 3 0.047692425 0.714 5 7 -0.01734086 -0.03618846 | -0.63 2012 U 4yl
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G@adkal) Al

20.933 5 3 0.048767425 0.714 6 7 0.00783349 0.013593902 0.24 2013
20.865 6 3 0.050770625 0.714 6 7 -0.04540695 -0.07948542 | -1.31 2014
20.753 6 3 0.050805 0.714 6 7 -0.045089 -0.075898 | -1.16 2015
20.791 6 3 0.029215 0.714 5 7 0.004031 0.005535 0.11 2016
20.976 3 3 0.025469 0.714 4 7 0.0041139 0.00852 0.13 2017
20.843 5 3 0.024565 0.714 4 7 -0.10881 -0.24592 | -3.07 2018
20.849 4 3 0.058154 0.714 4 7 0.0253155 0.0545311 0.72 2019
20.664 4 3 0.017059 0.714 4 7 -0.207346 -0.946685 -4.9 2020
20.145 4 2 0.0682436 0.4 91 10 -0.107231 -0.5687417 -1.5 2021
19.889 5 2 0.185066751 0.428571 4 7 0.24420343 0.257342039 3.6 2012 I dclie
20.064 5 3 0.242941108 | 0.571428 4 7 0.23458981 0.256518185 3N 2013
20172 6 3 0.185066751 0.625 3 8 0.15677769 0.179459676 2.06 2014
20.161 5 3 0.1606 0.714 2 7 0.12666 0.1396068 1.65 2015
20.181 5 3 0.15905 0.75 4 8 0.140125 0.154805 1.86 2016
20.144 5 3 0.158421 0.4285 3 7 0.045637 0.048906 0.58 2017
20.149 4 3 0.15842 0.4285 4 7 0.012627 0.0140313 0.16 2018
20.218 6 3 0.30032 0.4285 5 7 0.036667 0.0426334 0.5 2019
20.055 5 3 0.24026 0.4285 4 7 0.121214 0.1358011 1.51 2020
20.030 5 3 0.24026 0.4285 5 7 0.092397 0.1043368 1.32 2021
20.233 4 3 0.244384195 0.625 4 8 0.07130981 0.077361412 1.46 2012 zls
20.276 4 2 0.259124134 0.625 4 8 0.0702452 0.076057904 1.5 2013
20.449 4 2 0.262163647 0.625 5 8 0.08091785 0.099721876 2.05 2014
20.424 4 2 0.2936 0.625 4 8 0.06083 0.077861 15 2015
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20.405 4 2 0.30219 0.625 4 8 0.0303322 0.039226 0.74 2016
20.500 3 3 0.28174 0.625 5 8 0.0815488 0.103326 2.05 2017
20.506 6 4 0.2864 0.625 4 8 -0.001185 -0.0014624 | -0.02 2018
20.421 4 4 0.28865 0.625 4 8 0.040387 0.050263 0.95 2019
20.381 5 4 0.2058 0.375 4 8 0.003005 0.0035844 0.06 2020
20.458 9 4 0.14974 0.375 4 8 0.066628 0.0798419 1.55 2021
19.188 11 4 0.001111304 0.571 4 7 0.11675178 0.155077421 219 2012 Sed
19.203 8 3 0.00105287 0.571 4 7 0.11653248 0.146317228 2.2 2013
19.332 8 3 0.00105287 0.571 4 7 0.09757909 0.131026161 211 2014
19.263 10 4 0.00493 0.857 5 7 0.056649 0.070914 1.14 2015
19.284 7 3 0.000608 0.571 5 7 0.050137 0.060249 1.03 2016
19.315 5 4 0.0371 0.571 4 7 0.01871988 0.025013 0.45 2017
19.534 5 4 0.0626 0.571 2 7 -0.0179987 -0.030025 | -0.27 2018
19.495 5 4 0.0769 0.4 3 5 -0.088926 -0.17058781 -1.94 2019
19.551 6 4 0.000093 0.4 3 5 -0.0096106 -0.023123 | -0.26 2020
19.531 5 5 0.000093 0.4 2 5 -0.02986726 -0.0754702 | -0.79 2021
21.073 5 3 0.014964 0.375 4 8 0.02667214 0.0805674 0.95 2012 S
21.098 5 3 0.0955553 0.375 4 8 0.06018051 0.164441369 2.2 2013
21133 4 3 0.235382 0.375 4 8 0.07391573 0.184676544 2.05 2014
21.189 4 3 0.235382 0.375 5 8 0.0345901 0.0837649 11 2015
21.166 6 3 0.14964 0.375 3 8 0.051298 0.11201 1.6 2016
21.161 6 3 0.14464 0.375 4 8 0.04398294 0.094314761 1.36 2017
21133 5 3 0.0955553 0.375 4 8 0.06604557 0.1323601 2 2018
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21179 5 3 0.0955653 0.5 5 8 0.0038863 0.0083787 0.12 2019
21179 5 3 0.0955 0.555 5 9 0.0127908 0.0268296 0.41 2020
21.349 4 3 0.048 0.5 4 8 0.118103 0.22471012 4.43 2021
20.369 5 2 0.45668858 0.33333 4 9 0.0918311 0.139576857 2.34 2012 éi G
20.289 4 2 0.4505956 0.375 4 8 0.06843216 0.078639328 1.61 2013
20.279 3 2 0.393025273 | 0.333333 4 9 0.03729606 0.043692222 0.87 2014
20.346 4 2 0.3842 0.375 4 8 0.0050348 0.07374 1.26 2015
20.328 2 2 0.36537 0.444 4 9 0.06458 0.08978 1.58 2016
20.339 4 2 0.3649 0.5 4 9 0.105349 0.126445 1.59 2017
20.356 3 2 0.36513 0.44 4 9 0.1018193 0.120393 1.81 2018
20.568 5 2 0.41529 0.444 4 9 0.0693472 0.095658 1.5 2019
20.577 4 2 0.4686 0.333 4 9 0.06745465 0.093518 1.4 2020
20.796 5 2 0.468632 0.333 6 9 0.0536572 0.0918516 1.25 2021
24.733 5 2 0.000201593 0.33333 7 9 0.02683669 0.064104341 1.18 2012 Oolas
24.881 6 3 0.000395059 0.3333 5 9 0.02839782 0.07262138 1.82 2013
25.161 6 3 0.000269712 0.375 8 8 0.02054177 0.051813698 1.38 2014
25.216 5 3 0.0000334 0.333 7 9 0.009041 0.02283 0.52 2015
25.299 6 3 0.000032 0.333 9 9 0.0041264 0.01114 0.34 2016
25.278 4 3 0.000023 0.333 6 9 0.0082471 0.02271 0.61 2017
25.309 4 4 0.00002 0.333 6 9 0.022907 0.0611982 1.58 2018
25.305 5 4 0.00002 0.3 81| 10 -0.0156479 -0.039802 | -0.62 2019
25.295 4 4 0.0000705 0.4 6| 15 -0.008759 -0.0227174 | -0.17 2020
25.361 5 4 0.0000073 0.4545 8| 1 0.0627202 0.147409 4.25 2021
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26.548
26.549
26.552
26.517
26.482
26.499
26.491
26.461
26.412
26.487
23.029
22.970
22912
22.922
22.848
22.845
22.975
22.992
23.025
23.708
21.935
21.987
21.973

G@adkal) Al

8 3 0.000202438 0.33333 6 9 0.07322038 0.125002846 8.26 2012 bl
7 3 0.001873245 0.33333 4 9 0.07455198 0.122321016 8.43 2013
5 4 0.001976578 | 0.333333 6 9 0.06865969 0.110430757 7.78 2014
7 4 0.001628759 0.3333 5 9 0.05718341 0.0894355 6.26 2015
7 4 0.001328459 0.44444 6 9 0.0562929 0.084814954 5.95 2016
7 4 0.000136707 0.33333 6 9 0.07903339 0.121275949 6.14 2017
8 4 0.00013681 0.444444 5 9 0.09973201 0.143993473 717 2018
7 4 0.000156396 0.33333 5 9 0.0272673 0.040060511 1.85 2019
8 4 0.000156396 | 0.333333 6 9 0.00425165 0.006467502 0.02 2020
6 4 0.000456922 | 0.333333 4 9 0.09578535 0.143989502 7.29 2021
6 3 0.170177756 | 0.428571 5 7 0.38537512 0.436501091 11.6 2012 S8l
5 3 0.173964255 | 0.428571 4 7 0.33409353 0.382217777 9.48 2013
5 2 0.002443502 | 0.428571 5 7 0.35564557 0.403734766 9.52 2014
5 2 0.00011477 | 0.428571 6 7 0.0236819 0.028096867 511 2015
9 2 0.0024426 | 0.428571 5 7 0.12606753 0.151225223 253 2016
12 2 0.0024942 | 0.428571 7 7 0.10526439 0.128068215 2.11 2017
9 3 0.002242469 | 0.428571 7 7 0.05981756 0.071911267 1.36 2018
10 3 0.002210362 | 0.428571 5 7 0.15253947 0.184325333 3.54 2019
13 4 0.000034344 | 0.428571 6 7 0.12950774 0.158615736 31 2020
8 4 0.000023317 0.375 4 8 0.28498094 0.331208075 | 10.98 2021
4 2 0.012950809 | 0.666667 4 9 0.0153813 0.049092355 0.75 2012 onzl
4 2 0.00805513 | 0.666666 4 9 0.03103658 0.085763263 1.59 2013
7 2 0.014387225 | 0.666666 4 9 0.04797374 0.105654949 242 2014
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21913
21.896
20.936
21.005
21127
21.257
22.372
22.190
22.198
22.224
22.230
22170
22.093
22.091
22.087
22.026
21.945

G@adkal) Al

3 2 0.014387225 | 0.666667 3 9 0.03236809 0.059763823 1.54 2015
4 2 0.014387225 | 0.666667 5 9 0.03488597 0.05721416 1.63 2016
8 3 0.008492876 | 0.444444 3 9 0.11005138 0.111869247 1.94 2017
6 3 0.003285304 | 0.666667 5 9 0.07902175 0.08027344 1.51 2018
7 3 0.001695708 | 0.666667 5 9 012772312 0.12927409 2.76 2019
8 3 0.002334321 0.777778 4 9 0.12154168 0.122543483 3 2020
5 3 0.00232659 | 0.571429 4 7 0.31541315 0.47718827 | 23.44 2021
7 2 0.101710699 | 0.454545 4| N 0.25426905 0.348904351 7.2 2012 Loagawdl Ciew!
7 2 0.088794216 | 0.363636 4 1 0.25710798 0.350260531 7.35 2013
6 2 0.088951817 | 0.363636 4| N 0.23951352 0.334675462 7.02 2014
7 3 0.095210412 | 0.363636 4 1 0.20830253 0.288772544 6.15 2015
8 3 0.08895736 | 0.545454 4| N 0.21209218 0.275256269 5.89 2016
6 3 0.08895736 | 0.454545 41 1 0.11517202 0.157509016 2.96 2017
5 3 0.088957356 | 0.454545 4 1M 0.10198389 0.143699121 2.62 2018
6 3 0.088947556 | 0.454545 5| M 0.11546807 0.165368088 295 2019
6 3 0.077594608 | 0.545455 4 1M 0.12277834 0.168668465 2.98 2020
5 3 0.075997392 | 0.363636 41 1 0.09738484 0.135764635 218 2021
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