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The impact of corporate governance on the remuneration of board
members and executives in joint stock companies listed on the stock
market in the kingdom of Saudi Arabia
(An Empirical Study)

Abstract

The study aims to examine the impact of some corporate governance mechanisms
(independence of the board of directors, institutional investors, ownership
concentration, independence of the remuneration committee and the number of its
meetings, the size of the board of directors, and the number of board meetings) and
the impact of companies' compliance with the corporate governance regulations on
the remuneration of board members and executives in joint stock companies listed
on the stock market in the kingdom of Saudi Arabia for the fiscal year 2021. The
study was conducted on non-financial companies; the final sample was (131)
companies; the study used the multiple regression method to measure the impact of
independent variables on the dependent variables (board members remuneration
and executives' remuneration).

The results of the study showed that the size of the board of directors had a positive
impact on the remuneration of board members and executives; there is also a
negative impact of institutional investors on the remuneration of executives; other
than that, other corporate governance mechanisms did not have impact on the
remuneration of board members and executives.

These results showed corporate governance in Saudi companies is weak in terms of
the impact on the remuneration of board members and executives.

In addition, the other results of the study found that the return on assets had a
positive impact on the remuneration of board members; and that the size of the
company and the return on equity had a positive impact on the remuneration of
executives.

The study recommends that the remuneration committee should be given the
necessary independence; that all members of the committee should be
independent; that the committee should be independent of the functions of the
nomination committee; moreover, the general assembly be the reference and the
supreme authority that oversees it. The study also recommends increasing the
disclosure of executive management remuneration; and the presence of a vote on
granting executive management remuneration by the general assembly because of
the potential impact on increasing corporate governance.

Keywords: Saudi companies, corporate governance, board remuneration, executive
remuneration.
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