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Summary:

This study aimed to examine the extent of the impact of CEO power on agency costs
for companies listed on the Saudi Stock Exchange during the period from 2020 to 2024. The
study sample included 19 companies from various sectors listed on the Saudi Stock Exchange.
To achieve this goal, the study employed a panel data model, and the estimation of the
econometric model was carried out using EViews software. Agency costs were considered as
the dependent variable, while CEO duality, CEO tenure, CEO ownership of company shares,
and board independence were considered as independent variables, in addition to some other
variables that influence this relationship.

The study concluded that there is an inverse relationship between CEO ownership of
company shares and agency costs, and a direct relationship between board independence and
agency costs in companies listed on the Saudi Stock Exchange. It also found no relationship
between CEO duality, CEO tenure, and agency costs in these companies.

Keywords: CEO power, agency costs, agency theory, Saudi Stock Exchange
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AGENCY | CEODUAL | CEOTENURE | CEOOWN | BORIND SIZE
COSTS
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Covariance Analysis: Ordinary
Date: 05/07/25 Time: 01:00
Sample: 2020 2024
Included observations: 95
Correlation
Probability CEQDUAL CEOTEMNURE CEQOWN BORIND SIZE
CEODUAL 1.000000
CEQTEMURE -0.053180 1.000000
0.6087 R
CEQOWM -0.024326 -0.002083 1.000000
0.8150 0.9340 e
BORIMD 0126323 0105267 0238573 1.000000
02225 0.3100 0.0046 -
SIZE 0000424 0.028282 0222434 -0.104524 1.000000
0.9967 07855 0.0303 03134 -

EViews.9 qeb, w2 1 ezl

i 35y o U] gt W bl Oliine G Cims o DL ey B3 (2-2) el B e
Al ods (3 0wt el P30l (3 Sl i 3] ez adey Lot sad

VSN ST Jo o) gkl 88 31 mdg00 g 3
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DSP ISS o ol pta) 888 1 23900 il 1(3-2) Jaor
il ghall S 3900 | Al O S ge0 | el yloul 30
2.083641 -1.329201 1.252439 Bo
(0.0000) (0.5405) (0.0000)
0.031006 0.025301 0.104584 B1
(0.7633) (0.8066) (0.6818) _
0.002533 0.001149 0.003801 B> 3
(0.4347) (0.7344) (0.3867) 2
3.367519 1601.035 2.304907 Bs '3
(0.5550) (0.0533) (0.3675) 3,
-0.101199 -0.085177 -0.210273 B4
(0.0118) (0.0402) (0.0003)
-0.081229 -0.117589 -0.036630 Bs
(0.0000) (0.0000) (0.0005)
0.000014 0.000000 0.000000 Prob(F) iygnod!
LS
0.255420 0.914577 0.212506 R?
1.187488 1.339309 0.254966 DW

EViews.9 meby ol 2 e alaze] QUL slie] oo : lazedl
T o Aol Yl
cw UL poiie DY ISy o) pald 55y B dond 1) 23sad) e gt T e
Lol sua plaly sy Jadl LY -3
: FISHER =1 .1
(FEM) 21 25,80 S\l 23589 (PRM) ool JlSY1 2358 oy Blolied) Lo Y1 s posszy
M\ )\_LA.}]\ Csjﬁ J.Ju :HO
A asd ol 38 L HI

eyl 1(4-2) gl

Redundant Fixed Effects Tests
Equation: Untitled
Test cross-section fixed effects

Effects Test Statistic df. Praob.
Cross-section F 32418315 (18,71) 0.0000
Cross-section Chi-square 211.017518 18 0.0000

EVIews.9 zeliy w2 @ yhaal!
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fggall axp> o 51 (0.000) o um FISHER LexY adla=Y aedll Of oSl (4-2) Joud) o
RSO 1 UV P I P/ RES 1 Y] 2 ob s @J\ bl 2o 4l Ly 4,hall 40,41 285 03) ¢(0.05)

LM gl pY cistlas jlel .2
il Ol 2308y el ALY 2308 JLas Y s ptsin

L sreendl Y 2358 s HO
Al 234 Sl 2304 L tH

LM L) :(5-2) Jeondl

Lagrange Multiplier Tests for Random Effects

Mull hypotheses: Mo effects

Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives

Test Hypothesis

Cross-section Time Both
Breusch-Pagan 123.9992 0.446512 124 4458
(0.0000) (0.5040) (0.0000)
Honda 11.135449 -0.668215 7401484
(0.0000) - (0.0000)

EViews.9 b, w2 @ ezl

ix)s o 31 (0.0000) — 45 Breusch-Pagan ey iy awd) of el (5-2) Jodl e
oo adlenal sl Sl 208 0L pas iy bl Ro il Liy Rdal) sl ais 03 (0.05) sl
cll)

U cal ) adlpsall 23,40 ST 308y 20l 23,80 SIS 2358 Baedle ) Led) Joosd) ilad) o o]
) o3l Gy Aol T s HAUSMAN Lol b Lo pyicn

‘HAUSMAN L=t .3
1Ol L Y1 e (o jhg cdlpiall 23985 ) Sl 2308 o Alolaodl L Y1 e farty

Alypiall S 2346 La T HO
A ol 23 s HL
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HAUSMAN L5 :(6-2) Jo-oxl!

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Test Summary Chi-Sq. Statistic  Chi-Sqg. d.f. Prob.

Cross-section random 12.957446 5 0.0238

Eviews.9 mb, ol ezl

«(0.05) o [ (0.0238) » ,u5 HAUSMAN Le=y adlez=Y) dadl OF oSl (6-2) Joid! o
o) gp 2l Sl 2308 e e G b Bod) L Bdal) B il b LWL,

ol 390l i e ey ¢ bW pa ol 3l OF ALkl llas] JB g et
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Cependent Variable: AGEMCY_COSTS
Method: Panel Least Squares

Date: 05/07/25 Time: 00:42

Sample: 2020 2024

FPeriods included: 5

Cross-sections included: 19

Total panel (balanced) observations: 95

Variable Coefficient Std. Errar t-Statistic Prob.
C -1.328201 2161277 -0.615007 0.5405
CEODUAL 0.025301 01029449 0245764 0.8066
CEOTEMURE 0.0011449 0.003374 0.340654 0.7344
CEOQOWM 1601.035 814.6385 1.965332 0.0533
BORIMD -0.085177 0.040745  -2.090503 0.0402
SIZE -0.117588 0.020837  -5.643218 0.0000
Effects Specification

Cross-section fixed (dummy variables)
R-squared 0814577 Mean dependent var 0474863
Adjusted R-squared 0886904 S.D. dependentvar 0273673
S.E. ofregression 0.092037 Akaike info criterion -1.719184
Sum squared resid 0601428 Schwarz criterion -1.073995
Log likelihood 1056613 Hannan-Cuinn criter. -1.458479
F-statistic 33.05023 Durbin-Watson stat 1.339309

Prob(F-statistic) 0.000000

EViews.9 b, w2 @ bzl

AGENCY COSTS =-1.329201 + 0.025301 CEODUAL + 0.001149 CEOTENURE +
1601.035 CEOOWN - 0.085177 BORIND - 0.117589 SIZE + ¢ it

iz ) Olal) dld dedlly B3 (7-2) Jaad! S s

QWIS Tl gl (7-2) Jsbkl pe GO
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2

A IS keSS0 W) Olygs Jhas wiiy 5415 3ty CEODUAL il ol o3 2rlgsjl by LalS™ =
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0.1> 0.0533 ssles (Prob) wisgiw idlasy alluY iwdl OY Wlax|
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sy

20
Series: Standardized Residuals
Sample 2020 2024
16 Obsenations 95
Mean 2.56e-16
12 Median 0.000882
Maximum 0.225703
[ Minimum -0.312760
8 Std. Dev. 0.079989
| Skewness  -0.529624
Kurtosis 5.209672
4
Jarque-Bera  23.76844
Probabilit 0.000007
S I o I e - -
-0.3 0.2 0.1 0.0 0.1 0.2
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Dependent Variable: AGENCY_COETS
Method: Panel Least Squares
Date: 05/06/25 Time: 23:.48
Sample: 2020 2024
Periods included: 5
Cross-sections included: 19
Total panel (balanced) observations: 85
WVariable Coefficient Std. Error t-Statistic Prob.
C 1.252439 0201271 6.222646 0.0000
CEODUAL 0104584 0254244 0.411353 06818
CEOTEMURE 0.003801 0.004370 0.869944 0.3867
CEQOWM 2.304907 2544933 0.805685 0.3675
BORIMND -0.210273 0.056540  -3.718994 0.0003
SIZE -0.036630 00100583  -3.643853 0.0005
R-squared 0212506 MWean dependentvar 0474863
Adjusted R-squared 0168265 3.0, dependentwvar 0273673
S.E. of regression 0.249593 Akaike info criterion 0123105
Sum squared resid 5544405 Schwarz criterion 0.284403
Log likelihood 0.152502 Hannan-Cuinn criter. 0.188281
F-statistic 4803350 Durbin-Watson stat 0.254966
Prob(F-statistic) 0.000621
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Dependent Variable: AGEMCY_COSTS
Method: Panel Least Squares
Date: 05/06/25 Time: 23.56
Sample: 2020 2024
Periods included: 5
Cross-sections included: 19
Tatal panel (balanced) observations: 95
Yariable Coefficient Std. Error t-Statistic Prob.
c -1.328201 2161277 -0.615007 0.5405
CEQDUAL 0.025301 0.102949 0.245764 0.8066
CEOTEMURE 0.0011449 0.003374 0.340654 0.7344
CECQOWM 1601.035 2146385 1.8965332 0.0533
BORIND -0.085177 0.040745  -2.090503 0.0402
SIZE -0.117589 0.020837 -5.643218 0.0000
Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.914577 Mean dependentvar 0474863
Adjusted R-squared 0.886904 3S.D.dependentwvar 0273678
S.E. of regression 0.082037 Akaike info criterion -1.719184
Sum squared resid 0.601428 Schwarz criterion -1.073995
Log likelihood 1056613 Hannan-Cuinn criter. -1.458479
F-statistic 33.05023 Durbin-Watson stat 1.3393049

Frob(F-statistic) 0.000000
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Dependent Variable: AGEMCY_COSTS
Method: Panel EGLS (Cross-section random effects)
Date: 05/07i25 Time: 00:03
Sample: 2020 2024
Periods included: 5
Cross-sections included: 19
Total panel (balanced) observations: 95
Swamy and Arora estimator of component variances
Wariable Coefficient Std. Error t-Statistic Prob.
C 2083641 0.313197 6.652813 0.0000
CEODUAL 0.031006 0102644 0.3020649 07633
CEOTEMURE 0.002533 0.003227 0.784754 0.4347
CEQOWM 33675149 5.683061 0.592554 0.5550
BORIMD -0.1011949 0.039371 -2 570401 0.0118
SIZE -0.0812249 0.015710  -5170553 0.0000
Effects Specification
s.0. Rho
Cross-section random 0.263558 0.8813
|diosyncratic random 0.092037 01087
Weighted Statistics
R-squared 0.255420 Mean dependentvar 0073272
Adjusted R-squared 0.213590 S.0. dependentwvar 0108326
S.E. ofregression 0.096063 Sum squared resid 0.8213049
F-statistic 6.106102 Durbin-Watson stat 1.187488
Prob(F-statistic) 0.000066
Lnweighted Statistics
R-squared -0.032116  Mean dependentvar 0474863
Sum squared resid 7.266684 Durbin-Watson stat 0.134215
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