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Abstract 

   This study aims to test the effect of accruals quality on the retention of cash 

by companies in the basic industries sector listed on the Saudi Financial 

Market (Tadawul)  Companies may hold large amounts of cash for several 

reasons, including monetary policies, the size of the company, and the 

magnitude of its projects  However, there are other hidden reasons that lead 

companies to retain large amounts of cash, for example, the presence of an 

asymmetric information environment as a result of weak control procedures. 

The managers of these companies may resort to keeping cash to make the 

financial statements appear better than they actually are. This is to achieve 

their personal interests, ignoring the principle of the importance of optimal 

exploitation of assets and maximizing the wealth of the owners  Therefore, 

this study expects a negative relationship between accruals quality and the 

amount of cash held by companies In order to examine the effect of accruals 

quality on companies’ retention of cash, this study manually collectes the 

financial data under study from the financial statements of Saudi companies 

in the basic industries sector from 2015 to 2019. In addition, this research 

uses a multiple regression equation (least squares) using Eviews statistical 

program in order to test the study hypotheses on cross-sectional data for these 

companies  Consistent with expectations, this study finds that there is a 

negative effect of both accruals quality and its size on companies' cash 

retention. In addition, this study finds that there is a positive effect of financial 

leverage on companies retaining cash. The results of this study confirm the 

necessity of symmetry of the information contained in the financial 

statements, as the presence of this symmetry leads to the optimal exploitation 

of the establishment’s assets and the reduction of its debts. This study 

recommends to the legislative authorities to further activate the role of 

supervisory legislation in the equality and symmetry of the information 

contained in the financial reports, as information is one of the most important 

factors that give a kind of confidence in the financial reports issued by 

companies  

Keywords: Cash retention, accruals quality, company size, long-term debt, 

financial leverage.



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

1-  

201410

AISB 
 Sun et al (2012) 

19802005

Islam et al (2020) 

.

Kim et al., 1998; 



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

Dittmar et al., 2003; Ozkan and Ozkan, 2004;

Gul and Sahin (2022)

Nguyan and Wong (2021)

Jain and Poudel (2023)Xian et al (2023)

Ezeani et al (2023)



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

20152019

Eviews

Pedro et al (2009)



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

2- 

Misra (2022)

Chada and Varadharajan (2012)



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

Shin et al (2018)

(2000-2014)

Wijaya and Bandi (2018)

2009(2010

Farinha et al (2018)

(2015-

1998)

AIM

AIM



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

Benjamin et al (2020)

500

Nanadi et al (2020)

(2006-2015)

GMM

Zhang et al (2021)



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

China’s Shanghai and Shenzhen Stock Exchanges2012)2018

Xiong et al (2021)

(2008-2014)

Guizani et al (2022)

20022019

Li et al (2022)

China’s Shanghai and Shenzhen 

Stock Exchanges2005)2017



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

Alnori and Bugshan (2022)

20052019

Gul and Sahin (2022)

Saxen and Sahoo (2022)

20112020



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

Szymanek and Jaworska (2023)

WSE

212

2023Alghamar

20172021

Khair Et al (2023)

2017)2021

 



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

Mouline and Allach (2023)

20072019

.

Rashidi and Amrie (2023)

 

IDX2017-2020)

.



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

 

0H

01H

02H

03H

3- 

1- 

Eviews

2- 

2030



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

40

20152019

200

20302019

3- 

(Cash Holding)

Ozkan and Ozkan (2004)

 



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

(AQ)

Dechow and Dichev 

(2002) 

tWCAtCFO

1–tCFO+1tCFO

.Pedro (2009)

𝑊𝐶𝐴𝑖𝑡

AvgAssets it
= β 0 + β 1 

𝐶𝐹𝑂𝑖𝑡 − 1

AvgAssets it
+ β 2

𝐶𝐹𝑂𝑖𝑡

AvgAssets it
+  β 3

 𝐶𝐹𝑂𝑖𝑡 + 1

AvgAssets it
+ εit   

 

: itWCAi t

it Avgassetsi t 

1-it CFO i  t  

itCFO   i t  

it+1CFO  i t



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

tiεI  t

Size

Mulligan (1997)

(LTDETA)

Baclay 

and Smith (1995)

Ferreire and Vilela (2004)

(LEV)

Baskin, 1987 



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

𝑪𝑨𝑺𝑯𝒊𝒕 = 𝛃𝟎𝐂𝐀𝐒𝐇𝐢𝐭 − 𝟏 +  𝛃𝟏𝐀𝐐𝐢𝐭 + 𝛃𝟐𝐋𝐓𝑫𝐄𝐓𝐀𝐢𝐭 + 𝛃𝟑𝑺𝑰𝒁𝑬𝒊𝒕 +  𝛃𝟒𝐓𝐀𝐢𝐭 +  𝛃𝟓𝐋𝐄𝐕𝐢𝐭 +  𝛈𝐢   

4- 

(1)

CASH0.19190.1047 

AQ0.0000-00109

AQ0.0000-0.0109

SIZE0.95100.9472

LTDETA0.21100.10192

LEV0.49630.3501

1

CASH0.19190.10471.91260.00000.2525

AQ_0.0000-0.01092.0598-2.03770.3875

SIZE0.95100.9472 1.0503 0.7749 0.0353 

LTDETA 0.2110 0.10192 4.9149 0.0000 0.4942 

LEV 0.49630.35016.66850.00000.8316 



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

20152019

(2)

 

H 

AQ

1

Biddle and Hilary (2006)

 et al (2003) Bhattacharya

1H

1



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

Carrascal (2010)

2H

(0.00)

3H

1

Pedro et al (2009)



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

(2) 

VariableCoefficientStd. Errort-StatisticProb

AQ-0.1363150.042127-3.2357730.0014

SIZE-0.1344650.020756-6.4785110.0000

LTDETA 0.012555 0.053588 0.234287 0.8150 

LEV 0.1156190.0318763.6271290.0004

5- 



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

1

0.0



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

References :
Alghamar, M. (2023). The effect of holding cash on the market value of 

industrial companies listed on the Palestine Exchange. Journal of 

Economics & Business, 31(1), 102-126.

Alonri, F., & Bugshan, A. (2023). Cash holdings and firm performance: 

Empirical analysis from Shariah-compliant and conventional 

corporations. International Journal of Islamic and Middle Eastern 

Finance and Management, 16(3), 498-515. 

Amin, R., & Firmansyah, A. (2023). Cash holding, leverage, political 

connections, and earnings quality: the moderating role of corporate 

social responsibility. Jurnal Dinamika Akuntansi Dan 

Bisnis, 10(1), 19-42. 

Baskin, J. (1987). Corporate liquidity in games of monopoly power. 

Review of Economics and Statistics, 69, 312–319. 

Barclay, M. J., & Smith Jr, C. W. (1995). The maturity structure of 

corporate debt. The Journal of Finance, 50(2), 609-631. 

Benjamin, S. J., Regasa, D. G., Wellalage, N. H., & M Marathamuthu, 

M.S.(2020).Waste disclosure and corporate cash holdings. Applied 

Economics, 52(49), 5399-5412.

Bhattacharya, U., Daouk, H., & Welker, M. (2003). The world price of 

earnings opacity. The accounting review, 78(3), 641-678. 

Biddle, G. C., & Hilary, G. (2006). Accounting quality and firm‐level 

capital investment. The accounting review, 81(5), 963-982. 

Chada, S., & Varadharajan, G. (2023). Earnings quality, institutional 

investors and corporate cash holdings: evidence from 

India. International Journal of Managerial Finance. 

Dechow, P. M., & Dichev, I. D. (2002). The quality of accruals and 

earnings: The role of accrual estimation errors. The accounting 

review, 77(s-1), 35-59. 

Dittmar, A., Mahrt-Smith, J., & Servaes, H. (2003). International 

corporate governance and corporate cash holdings. Journal of 

Financial and Quantitative analysis, 38(1), 111-133. 

Farinha, J., Mateus, C., & Soares, N. (2018). Cash holdings and earnings 

quality: evidence from the Main and Alternative UK 

markets. International Review of Financial Analysis, 56, 238-252. 



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

Ferreira, M. A., & Vilela, A. S. (2004). Why do firms hold cash? Evidence 

from EMU countries. European financial management, 10(2), 

295-319. 

Farinha, J., Mateus, C., & Soares, N. (2018). Cash holdings and earnings 

quality: evidence from the Main and Alternative UK 

markets. International Review of Financial Analysis, 56, 238-252. 

Ferreira, M. A., & Vilela, A. S. (2004). Why do firms hold cash? Evidence 

from EMU countries. European financial management, 10(2), 

295-319. 

García‐Teruel, P. J., Martínez‐Solano, P., & Sánchez‐Ballesta, J. P. 

(2009). Accruals quality and corporate cash holdings. Accounting 

& Finance, 49(1), 95-115. 

Guizani, M., Talbi, D., & Abdalkrim, G. (2023). Economic policy 

uncertainty, geopolitical risk and cash holdings: evidence from 

Saudi Arabia. Arab Gulf Journal of Scientific Research, 41(2), 

183-201. 

GÜL, S., & ŞAHİN, B. C. (2022). Corporate Cash Holding And Monetary 

Policy. Maliye Finans Yazilari, (117). 

Hajjaj, R., & Al-Dabai, M. (2014). The Incremental Information Content 

of Financial Statements’ Signals of Jordanian Industrial 

Shareholding Companies. Jordan Journal of Business 

Administration. 10(2) 

Jain, R., & Poudel, R. (2023). A Re-Examination of Increasing Cash 

Holdings. Journal of Accounting & Finance (2158-3625), 23(1). 

Khair, W. M., Diantimala, Y., & Yusmita, F. (2023). The Effect of Firm 

Financial Performance, Free Cash Flow and Cash Holding on 

Overinvestment. Journal of Accounting, Finance and Auditing 

Studies, 9(3), 289-306. 

Kim, C. S., Mauer, D. C., & Sherman, A. E. (1998). The determinants of 

corporate liquidity: Theory and evidence. Journal of financial and 

quantitative analysis, 33(3), 335-359. 

Li, Z., Jiang, J., Xia, L., & Chu, C. C. (2022). Empirical research on the 

relationship between industry working capital shortfall and 

company cash holding in the same industry. Discrete Dynamics in 

Nature and Society, 2022. 



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

Martínez-Carrascal, C. (2010). Cash holdings, firm size and access to 

external finance-evidence for the euro area. 

Misra, S. (2022). Demystifying the Relationship between Corporate Cash 

Holdings and its Determinants in Indian Firms. SDMIMD Journal 

of Management, 13(2). 

Mulligan,C. B.(1997). Scale economies, the value of time, and the demand 

for money: Longitudinal evidence from firms. Journal of Political 

Economy, 105(5), 1061-1079. 

Mouline, B., & Filali Allach, M. (2023). Cash holdings in sharia-

compliant firms: Empirical evidence from Moroccan listed 

companies. Revue Management & Innovation, (3), 119-139. 

Nnadi, M., Surichamorn, V., Jayasekera, R., & Belghitar, Y. (2022). 

Empirical analysis of debt maturity, cash holdings and firm 

investment in developing economies. International Journal of 

Finance & Economics, 27(3), 3345-3372. 

Nguyen, T. T. H., & Wong, W. K. (2021). Do state ownership and business 

environment explain corporate cash holdings? Empirical evidence 

from an emerging country. Asian Academy of Management Journal 

of Accounting & Finance, 17(1). 

Ozkan, A., & Ozkan, N. (2004). Corporate cash holdings: An empirical 

investigation of UK companies. Journal of banking & 

finance, 28(9), 2103-2134. 

Rashidul Islam, M., Wang, M., Zulfiqar, M., Ghafoor, S., & Joseph 

Bikanyi, K. (2020). Does earnings quality instigate financial 

flexibility? New evidence from emerging economy. Economic 

research-Ekonomska istraživanja, 33(1), 1647-1666. 

Shin, M., Kim, S., Shin, J., & Lee, J. (2018). Earnings quality effect on 

corporate excess cash holdings and their marginal value. Emerging 

Markets Finance and Trade, 54(4), 901-920. 

Saxena, V., & Sahoo, S. (2023). What drives corporate cash holdings 

in MSMEs?: Evidence from India. Managerial Finance, 49(2), 

291-314. 
Sun, Q., Yung, K., & Rahman, H. (2012). Earnings quality and corporate 

cash holdings. Accounting & Finance, 52(2), 543-571. 

 



 
 
 
 
 
 

3202مبرالرابع ديس العدد                                          بحوث المحاسبية          مجلة ال  

(PRINT) :ISSN 2682-3446                                             (ONLINE): ISSN 2682-4817 

 
 
 

Szymanek, P., & Białek-Jaworska, A. (2023). Does information 

asymmetry influence cash holding in the most liquid public 

companies in Poland?. Zeszyty Teoretyczne Rachunkowości, (47 

(2)), 161-180. 

Usman, M., Nwachukwu, J., Ezeani, E., Salem, R. I. A., Bilal, B., & 

Kwabi, F. O. (2023). Audit quality and classification shifting: 

evidence from UK and Germany. Journal of Applied Accounting 

Research. 

Wijaya, A. L. (2018). The effect of corporate governance and accruals 

quality on the corporate cash holdings: study on the manufacturing 

companies in Indonesian Stock Exchange. Audit 

Financiar, 16(151). 

Xian, X., Zhang, X., Zhang, Z., Sindakis, S., & Aggarwal, S. (2023). 

Examining the Impact of Idiosyncratic Risk on Corporate Cash 

Holdings: Evidence from China. Journal of the Knowledge 

Economy, 1-23. 

Xiong, F., Zheng, Y., An, Z., & Xu, S. (2021). Does internal information 

quality impact corporate cash holdings? Evidence from 

China. Accounting & Finance, 61, 2151-2171.  

Zhang, Q., Wang, J., & Geng, J. (2022). Corporate Cash Holding Patterns 

from A Performance Perspective. The Singapore Economic 

Review, 67(02), 821-848. 

 


