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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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.(Collin et al.,2017 <Al Farooque et al.,2019)
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tAIL) dadl ) FoY—Y—¢
Al ) les (3 o) Jlaa) (A 0l Mlen) Tandy lyy Bllal) Rl (ald s
.(Munisi and Mersland, 2013 ¢ Alfaryan, 2021)
tAyal) zdgad Wt
sV z3gai At lua a3 byaY) (alas slime] il e @l Akm 5T jlay -
1 M 2aial
(1) Ln (B Comp) = C+ B1(BI) + B2(I0) + B3(OC) + B4(FC) + B5(ICC) + B6(MCC) +
B7(BS) + B8(Ln (FS)) + BIROA) + BI1O(ROE) + B11(Q) +
BI2(LEV) + B13(BM) + &
:‘._?Jtd\
(2) Ln (E Comp) = C+ B1(Bl) + B2(I0) + B3(OC) + B4(FC) + B3(ICC) + B6(MCC)
+ B7(BS) + BS(Ln (FS)) + BY(ROA) + BIO(ROE) +
B11(Q) +BI2(LEV) +B13(BM) + £
o Bl Al cpiiall o adgiall S Auhal) e uld Ak (V- ) o) Joaa

Bl )

sl sl Y
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i L) Ay kg Cieasl ) § pacall
Sy e Bl Gl bl Ak -
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- ea
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s sl i)
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L) 48 kg Cinagl) piiall piial)

) L T bl A8k Cia! ial) Ja) .
Lafpalt g it

Munisi Al adll Jima e s

and Ay lal) dad)l) (uld a3
) A o U b s (LEV) lal) dsiyl
Mersland, |  Aleaa) o gl Aleaa)
2013 Al Al Al A sl

Munisi gisaill Asdall Wadl) o s

and F5 A @AY Jalsall) aiall "
Mersland, | lgieai Yy aldll jidal) Ao ¢ !
2013 (g dsalt)

oag Al JLEkly Alasy) dadl ;b cuilad) —o
Al 8 dasdiaal) Lilaay) cllady) Vv -e
lan) b)) (e dae aladiud a3 a8 lgren a3 ) UL dolasy Auhal) e lyay
Statistical Package For (SPSS)) dclaa¥l aglall 45lany) dajall maliy alaaiuly
sl Jilas 8 300 Aglany) callul) alasiu) &5 cua (Social Science
O aitie IS hangie e capaill sluall Jas i) aladial a3 :(Mean)  olualdl o giall -
bl G yia
e capaill (gylmall Cahai) aladinl o3 :(Standard Deviation) (gjlaall calai¥) —Y
O @bl il el ) LS adf Cum ¢ luall Ledasssia Jga Uil cadall ok
e li mma daly (glaall Calad) Gl LSy g (madsly bl @S5 LS el
Mg s clill) 3 3S5 aag Y adl @lld e
Jalas aladinl o3 :(Pearson Correlation Coefficient) Osnpn bl V) Jalas =Y
Al Cyia (AU olaily 38 Gulal (e Lol Y
a3 :(One Way Analysis Of Variance (ANOVA)) Lﬁahij\ ookl Jalan jlad) —¢
EDS (e Afloan) VD il iy b llia GLS 1Y) Gipeill salal) culall Jalas alasiud
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Jalat aladiul o5 :(Multiple  Linear  Regression) aaaiall Jaall jlassy) Jilas —o
il o ypiially Al wsall il ysiall G A8 A1 Jdats duhal saeiall dadll laay)
i) 8 Aeald laadley sl e e by Loy Al il 4glas) 5) g
slgealadin) ol A1) Ailany) calladl Aufall ciliby desd cllad) V- Y-0
(e 43lé 1M (The General Linear Model) alall daall = 3gaill e dihall 73 gad ading
calad) ol Jlaai¥) =3 gail Audyal) iy dae Dl (530 A yead Chlia) ¢ lials alil) 55 pall
raladl ladll JaaiV) 2 3sai lgale aghy A A0 culial V) a5
:(Auto Correlation) il <l puaiall o  SIA Lla V) 2gag ade =)
Wasll sgan o (ol ) (SIAN Lol V) A pe A8 bl (565 o ylaadV) las Jag 35 (ge
(Lein Lo Taliy) @llia 6 Wl Loy 0o Aliinn ()65 o g Jlaat) zdsa (b gl
Shial g legud Ljisls Gl ol aal Gas I BLENT 3pay oo CRISU Gyl e aags ¢
dsag Ly (€ 5 taall ) Gar b HLEAY] 12a dad (455 « Durbin-Watson  test
DY A il 13 Wl (V) byl e o HLaal) A cuilS 13 I dalgyy) A
A S Jla (s b (I3 b)) asag e Sls @l S (Lia ) w0y
Lo (15 Lyl sy o SUly Uy aed (£) ) e o L]
O (S Bl sag are (e @83l (Durbin—-Watson test) cpily Gups DAL eha) 2a
teh Lo 3y il CulS i)
Al s i) i) 50 saxiall Jadll laad) Judaty Bl ) (g ) Sl (]
A Aamil) ol ((3))3)) Gulae ¢ Laef lilSa) i) priall e

Model Summary®

Durbin-Watson
Cyadly gl Aadd Model
1.944° 1
A clgpall Juial, dlad) Aadll), 50 Gulaa ana, 31) culase leladal ¢ Predictors: (Constant), .a
s Aoslall S5, gt A, lBlSal) diad clolaial aae, Aslal) Geia o ailall, calileal) diad JMEL, culSydll dasss
Aal ana, B Galae IS, Al AL, Jpal) o atlald
b. Dependent Variable: 5)3y) (ulaa ¢lie] eililca

IR



Sl daaa o Jal ) Gl B il g B30 oo shias) Sl (Sl Gl ) dnsings o1
ol J1 e cp dasa (Rl B2y Ayl Bndal] B B! Blg¥) gy A2l Daald

il lyial) (o 4ied o (Durbin-Watson test) ¢yuils (s HLia) (e may
llyg lyriall G IR b,V UG dgag Y 43l 131 (V) Ladll e dyjd g (V.9£€)
csball stV Gl gl giany

sl il A0l saeidl dadll Jlaad¥) doaty Glen A gl sl (o
A Al ol (opdanl) LS IS ol el e Ayl

Model Summary®

Durbin-Watson
Cradly Crapd Aad Model
1.800° 1
s Sl Aaggn Aaidl S il JUial, Aullall Axdyll, 3)0Y) ulaa aaa, 8181 Gulas clelia) Predictors: (Constant), .a
s Jsad) o ailall, Alal) S5, Cugh dpad, clileal) diad clelaia) aae, LSl Geia o ailal), lBlSall dind Pl
1580 aaa, 131 Galae SN, Lpsaipall 4Ll
b. Dependent Variable: (uidnl L wlbla

IS @il e 4ied o) (Durbin-Watson test) ouils oy Sl e may
iy yial) o I Ll Y1 AICEA dpas Y 4 13 (V) daill (a A A (VoA L)
olad) el o) el Giay

:(Multicollinearity) <fyaiall sasial)l Jadldl Jalal) laal (Y

L) il dla o J) (Multicollinearity) < ysiall axaiall dadl) Jalaill o gefa judy
R ) sosill Jalae Gad g i) 8 Glld gy Cun cAliiusall il prial) (s Lo 4als 4l s
Adgall died e Sl alaays (Square

s (Multicollinearity) <l yuaiall saaiall dadll Jalaill asay e alSH (3yka 330 dags
i &ua (Variance Inflation Factor (VIF)) gulall aai Julaa jlial Gkl ells
pdaa Jalre aadl HLEAY) s cuilS 1)) clyoatiall dastial) Jadll Jalasl) A5 2ga dne
Eoammsall gl Jalaa Sty o) +) @i e Jls (1) 21 e 5l Lemsen iyl
Ao Gl 1Y) clpiall saaiall ladl) Jaladl) A5 dgag 4na i g0 (Tolerance)
(1) Al (1) pil) o ippemne LAY
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calill Julaay (Variance Inflation Factor (VIF)) cplall aai Jalae Lidl elya) an
teh L 38y il culs (Tolerance) ¢ sevall

Coefficients®
Collinearity Statistics

VIF Tolerance Model
1.737 .576 5 Gadana DLW
2.330 .429 Augal) AgLal)
1.743 .574 sl 3858
1.101 .908 Gl dasga Aai eils i) JUial
1.396 716 GllCal) diad JNELw)
1.288 .776 Gllal) Lal clelaial ae
1.488 .672 ) Gl ana 1
3.520 .284 Ayl ana
1.750 .572 Joad) Ao adlal)
1.217 .821 Asla) ggia o ailad)
1.512 .661 TR
1.487 .673 Akl dad)y)
1.179 .848 5 Galae cileLada)

caldll Jalaay (Variance Inflation Factor (VIF)) culall aacat Jales daiis (e JaaDl
(Variance Inflation Factor (VIF)) culall aaat Jales dad o (Tolerance) #samsall
A ofy sl clyarial) geal (1 4) @ e 85 (1) A e ST Lgasan cuilS
el (V) 2l (1)) ) (8 semne cuilS (Tolerance) #sewal) cplill Jalaal LERY)
clygiial) (o aaxie el Jaln A dag Y adl s sl Gl 1A Al il
caxiall adll lasVl Jilat dag b aal sy s oy Al

:(Normality Test) aukll gl jlasl (¥

Dty 8ayde (To) e J3 Aaall s IS 13 o) (iag b (e liball andall il ey
g ¥ Al o2a b xdal) sl (13T GASHE (VF)) lily deds Al due of )
.(Stowell, 2014) Jlaa¥) (=54 (e

Y4y



Sl daaa o Jal ) Gl B il g B30 oo shias) Sl (Sl Gl ) dnsings o1
ol J1 e cp dasa (Rl B2y Ayl Bndal] B B! Blg¥) gy A2l Daald

e (Als) (Aoad) il (5% o asag (A e 520 s s (e Lad Ll
(= Sua(Mahalanobis) jlidl) aladiul o3 28 ¢ad 4d)kie ad 29 pdey oanhll a)gll
i (As)) Sstiall sonal) amy K3 (V0) o B Y adasgic Al 05K O (i)
dad (458 o) (ayiall e g3l (Cooks Distance ) lial aladiud & LS ¢ qapdall )l
il il ¢ apdall agygill adhy (Alall) Alpdall el sy (V) G 25 Y adanigia

ish L 3y
Residuals Statistics®
N Std. Deviation Mean Maximum Minimum
131 12.529 12.901 114.566 1.844 Mabhal.
Distance
131 .081 .013 .769 .000 Cook's
Distance

O G a5 (VY.90Y) laylaie LS 4iind ausia of (Mahalanobis) Laal ¢ gy
Jil Ay (+.0VY) 4ied Lausgie 4Ly 238 (Cooks Distance) [laaly (laty Lags o) 0) Al
(Y210 cCig) adll jani) zdpai (oal gl (Siaty 43ld il oded iy (V) Lol (pa
B ) il il ) Adghan Y- Y0
Ghia o (Pearson Correlation) ¢ysym b))l clalas (1-0) a8 Jgaall s
el 2l

correlation ) il Lulall e (Ll V) Elalas ddghias (V-0) a8 Joaa

(matrix
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(CoTrelatiom POt a) iy e ol SApite e BLEA S S, [ 1— ) o, o

sanméer | -] o ro | oo | seoc | == e | mow | mowr | Toamy o | mEv | omer
=
=] .-
(== -k o]
ro - 11w ]
= | -rew | 1 | -
MoT T T 2z |-11m |-
3 - 1E o] = |-z |- 1%
s -mT e =z ot T [ FC 1 27
ROA - 15 mt |- | -mm 1] T =3
RoE -1 L ma | -m7 | -1m I 15T =0
Tatdan Q 1 | e | em3 | .o T | e | e | ey | e | e
LEY - | e = o ] T - T e -ITT
= .1 T 353 T 24 = | -1 3 23 -

(v Av) oo JE Al ciall G Lag Bl )Y clelea of (V-0) ady Jsaall sy

L sa5 ¢ (Multicollinearity) il clyiall aaxia Jad Ja155 2an g Y adl e olld Juyg

Variance Inflation Factor )) cplall adimi Jalaa jlial elja) die 4] Jragill &5 Lo Xy

A&l Legdl) Ll (Tolerance) zsewall cplill Jelea laals o((VIF

Al (g L) o

ol Ll g Al g ld) a3

:Js¥) Ll

o2 Y o slef lila o clSdl) dassn aldy ddlas) As 93 A aag :H;
gy ) dan lusal) cils i)

slimef @l il jial) (e sasiall add) jlaai¥) 2 s alag) 4ty (il LiaY
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Sl daaa o Jal ) Gl B il g B30 oo shias) Sl (Sl Gl ) dnsings o1
ol J1 e cp dasa (Rl B2y Ayl Bndal] B B! Blg¥) gy A2l Daald

((OC) ALl S5 ¢(10) dpnnspal) ALl ((BI) )31 alaa Pl :Aliianal) cfpsiial
Sileleial 21e (ICC) Sl il Pliial ((FC) culS pall daSsa 1D ol 1) Jiial
(BM) )31 (dae cilelaial ¢(BS) 3)3Y) (udae axa ((MCC) lalSall 4]
ALl 358 e 2l ((ROA) Jsa) o ailell ((FS) S5l ana 14050 piial)
((LEV) 4Ll Zadl3)) (Tobin's Q) 4w «(ROE)
padatall plasiY) oz dgad Ally 0sSS ¢ G L e sl
Ln (B Comp) = C+ Bi(B)) + Bo(I0) + Bs(OC) + B4FC) + Ps(ICC) +
Bs(MCC) + BABS) + Ps(Ln (FS) + Bo(ROA) +
Pi1o(ROE) + B11(Q) + Bio(LEV) + B 13(BM) + &
1J8Y) Gl laay) Jalasl) cflad) gl V-0
A8l el il ppaially il iall Apylmall lahaiYly leall Lol 1Yl
Al Al lpuaially ol puaiall dpylnall il aiVly leal) Jassgll 1(Y=0) oy Jsaa

Std. Deviation Mean

1.69 12.17 B ulaa sl lélsa
14.64 47.8 I udaa JOESG) A
21.61 11.67 Aspal) Aglal) Ay
25.54 30.90 sl 3858 A
267 .08 Gl il daSga AaidU cls i) Jlal
23.66 60.39 LSl diad oA A
2.60 3.96 Glblgal dal ale ladal s

1.5 8.08 )N (ulaa aaa
1.74 21.64 Adl ana
102 030 Jea) o ailall
.578 .068 sl ggia o ilad)
1.73 1.92 Cras A
234 .43 Adlal) dad)yl)
1.99 5.78 I Galaa clelaial s

Ay Aiaall el we i) puaiall o) O alas <Ll

Y41



pYYE gy

Aylxd! Sogdd Al At

(Je¥erdl) SN auaall

Al )y i) i ppiial) ge i) uiall Jaliny) cDlalaa 1(F=0) a8y Jsaa

Sig. (1-tailed) | Pearson Correlation i pacial)
Alany) AN Oy L) Jalaa
1.000 )Y (udaa sliaef 3lélca k)

.340 -.036 I ulaa UL

.024* 173 Apuyal) AgLal)

.010** 202 Al 38,8
.354 .033 cls i) dasga Laisi el i) i
.196 -.075 Gllal) Liat JNALL e
.057 139 @Bl dal clelaia) aue

.003** .240 3 udaa aaa
.246 .061 S ulaa cileLaia)

-009%* 207 Agyal) ana

.012% 198 Jea¥) o ailal)
287 .050 Asld) ggda o ailad) A
159 -.088 O A
332 .038 Al dad)yly

foly Lo Al Al cilyriall e alll sl Jaly) Cdlalee (ge Laad
slac] Gl i) jpaiall e dadifi S AaSsn Ol (e Alise Clyaia TG 350y -

S5 el LSLa) 8 0<0.05 ssise die dflias) ANV @3 Ay 3)aY) (ulae
Julzal 0<0.05 sise die dglanl AN @llia (S5 ol Laiy o(5y)0Y) Gulae aaa ASL)
A1 sall Ol yriall e dsadg ()Y Gudae o line ] lalSe) aolal) i) (o JalsyY)
sae (i) Ll Pl (Al LS pa AaDU Sl Jlal y)aY) (alae )

e 2ie Ailias) AN GI3 A8 Wl jatall aw Glladiy canld) (pyaaie 34a -

(B e e liial (IS dial Cile Laial

e Afliaal A2 dllia 55 o Laiy o(Jsaa¥) Ao 23l 350l ana) & 0<0.05

Slo ) B haial e 2y Gl sl G LY dead 0<0.05 (55
(AL Axdl ) ((Tobin's Q) s ciuSlal (3 gia
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Sal 3 Sana 0 Jal

ke JI A 2aaa 2

Gl B il g B30 oo shias) Sl (Sl Gl ) dnsings o1
(Agitald dualy 3y ) A pd} Aimdead! B AL) (11531 (Bt Ao yull} Al

rasaiall asiV) gagadl aail) Jaleag BLaN) Jalaa : GG
2aaiall a3 sl maaill Jalaag Bl V) Jalas 1(€-0) &85 Jgaa

Std. Error of the
Estimate Adjusted R Square R Square R
Jeialt Uadl) Jalaa Jeral) paatl) Jalea Lt Jalza Ll Jalea
1.661 .037 133 .365

OIS S BLs V) Jales o dasiall lani¥) 7z 3l aanill Jaleas Jaliy¥) Jalea (o sy
A al) il parial) (o o A Al Akl ABe @llia o ey 1aag (+.¥70) o)lai
OV LS 3131 Galae ¢ Limef clalSa i) jniall g oasial) jlasiV) 2 3gai 3 48,
sloncl Uil 3 pll (e (%) YLT) O (i 135 (22 VYY) oplaie LS agaaill Jslas
Zasai b Llaa) an ol Ayl el nially Al cilyiiall 50 ) dgm 5yaY) el
Aaye (Al e ) gt ciball B ols lassy)

Jalat’ alasid o3 i) G daxial) Jadll JlasiV) =3 sa dygine o @il il slad
p Ul Jpanll 35 asilis cul<y ((ANOVA) "ol

saxiall adll etV dysieal (ANOVA) "gola¥l il Jilas " il 1(0-0) oy Jsaall

Ay Alsiall il paially U paaiall

ANOVA®
Sum of
F Mean Square Df Squares
Sig. o Clagal) bugia  Lalldagy clayall ggana Model
Regression 1
179 1.381 3.812 13 49.557
cileganal) Cp
Residual
2.760 117 322.878
ile gaaall Jala
Total
130 372.435
Ay

) sl (s aaeial) el laai¥) Aygied (ANOVA) " o) Julat " ity (o ey

s (V) Alas¥) Lelas (V.Y AY) (gsbasi (F) Al o Aul)lly Aliiasall iy ially
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slmef @lilKe) i) jsiall samial) add) HlasiV) z3sal Gl 131 ¢( 4.0 0) Ladll (o LS

e die Lilean) Ja e s Bl yadly Al chysid) e (501 pulae

(0=<0.05) iy

) Gulae elime ] il il jaiall damiall adll jlasiy) Jidas il jelan sLadls

ol Lo Al culpaially Al <yl e

e Ay i) clyial 0] saetal) adll jlaad¥) Jidas il i 1-0) b8y Jsaa
Y] (dae S, Al il

Standardized Unstandardized
Coefficients Coefficients
Beta
Sig. t B Std. Error EBlaleall B Model
001 *** 3.320 3.216 10.676 culil) (Constant) 1
.208 1.266 .144 .013 .017 S Galaea UL
778 .282 .037 .010 .003 Apnyal) ALl
232 1.202 137 .008 .009 Aslal) 3858
527 635 057 574 364 A e
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