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The impact of corporate governance on the financial performance of the
petrochemical industry companies listed in the Saudi financial market
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Abstract :
This study attempts to measure the impact of corporate governance on the financial performance
of petrochemical industry companies listed in the Saudi financial market from 2010 to 2015. This
is realized using a Panel regression model to determine the effect of the change on the independent
variable, i.e firm’s corporate governance, which has been measured by the properties of the board,
on the dependent variable that is the financial performance, which is measured by the return on
assets. The study finds a significant positive impact of the independence of the board on the
performance of the company. However, there is no effect of each of the dual role of the CEO as
well as the board membership, the board size and activity of the audit Committee on the financial
performance of the company.
Keywords : corporate governance, financial performance, ROA, the board
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Dependent Variable: ROA
Method: Panel Least Squares
Date: 05/13/16 Time: 12:53
Sample: 2010 2015
Periods included: 6
Cross-sections included: 10
Total panel (balanced) observations: 60

Variable Coefficient Std. Error t-Statistic Prob.

C 0.123182 0.140908 0.874200 0.3859

DUAL 0.009803 0.011217 0.873966 0.3860

BOZz -0.012843 0.004013 -3.200679 0.0023

INDB 0.261480 0.033484 7.809223 0.0000

ACM -0.004660 0.003673 -1.268598 0.2100

SIZE -0.002669 0.005428 -0.491663 0.6250

R-squared 0.574631 Mean dependent var 0.040633

Adjusted R-squared 0.535245 S.D. dependent var 0.050023

S.E. of regression 0.034102 Akaike info criterion -3.824257

Sum squared resid 0.062801 Schwarzcriterion -3.614823

Log likelihood 120.7277 Hannan-Quinn criter. -3.742336

F-statistic 14.58970 Durbin-Watson stat 0.915003
Prob(F-statistic) 0.000000
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Dependent Variable: ROA
Method: Panel EGLS (Cross-section random effects)

]

Date: 05/13/16 Time: 13:08

Sample: 2010 2015
Periods included: 6

Cross-sections included: 10

(oY iyl 3 ged Gt 1 3500 1 (3) o3 Jgend)

Dependent Variable: ROA

Method: Panel Least Squares
Date: 05/13/16 Time: 14:11

Sample: 2010 2015
Periods included: 6

Cross-sections included: 10

Total panel (balanced) observations: 60

ROA=C(1)+C(2)*DUAL+C(3)*BOZ+C(4)*INDB+C(5)*ACM+C(6)*SIZE+C(7)
*D2+C(8)*D3+C(9)*D4+C(10)*D5+C(11)*D6+C(12)*D7+C(13)*D8

Total panel (balanced) observations: 60 +C(14)*D9+C(15)*D10
Swamy and Arora estimator of component variances
Coefficient Std. Error t-Statistic Prob.
Variable Coefficient Std. Error t-Statistic Prob.
C(1) -0.874599 0.286409 -3.053670 0.0038
c 0.190474 0196393  -0.969862 0.3364 C(2) -0.013409 0.009954 -1.347061 0.1847
~ ’ ’ . ’ ' C(3) -0.010597 0.009616 -1.101992 0.2763
PUAL D00ASI7 0009294 0529059 05989 St 0248561 0040878 6080545 00000
b : - ’ C(5) 0.000444 0.002407 0.184611 0.8544
INDB 0.247909 0.036686 6.757558 0.0000 c(6) 0.042401 0.012843 3.301509 0.0019
ACM 0.000973 0.002312 0.421289 0.6752 c) -0.142059 0035119  -4.045045 0.0002
SIZE 0.009811 0.007935 1.236455 0.2216 c(8) -0.134528 0.038945  -3.454337 0.0012
C(9) -0.017825 0.012464 -1.430071 0.1596
Effects Specification C(10) -0.111404 0.033325  -3.342946 0.0017
S.D. Rho C(11) -0.090279 0.029899 -3.019479 0.0042
C(12) -0.050569 0.035169 -1.437893 0.1574
Cross-section random 0.029706 0.6935 C(13) -0.052910 0.031775  -1.665158 0.1028
Idiosyncratic random 0.019747 0.3065 C(14) 0.034109 0.021129 1.614320 0.1134
C(15) -0.145020 0.040252 -3.602767 0.0008
Weighted Statistics R-squared 0.881145 Mean dependentvar 0.040633
Adjusted R-squared 0.844168 S.D.dependentvar 0.050023
R-_squared 0.429800 ~ Mean dependentvar 0.010642 S.E. of regression 0.019747 Akaike info criterion -4.799313
Adjusted R-squared 0.377003  S.D. dependentvar 0.027089 Sum squared resid 0.017547 Schwarz criterion -4.275727
S.E. ofregression 0021382 Sum squared resid 0.024687 Log likelihood 158.9794 Hannan-Quinn criter. -4.594510
F-statistic 8.140714  Durbin-Watson stat 1.718737 F-statistic 23.82953 Durbin-Watson stat 1.686045
Prob(F-statistic) 0.000009 Prob(F-statistic) 0.000000
Unweighted Statistics 1 . . .
Eviews 9 sla>yi w1 sl
R-squared 0.431453 Mean dependent var 0.040633
Sum squared resid 0.083939 Durbin-Watson stat 0.505494

EViews 9 slaxy¥i welipdl : jaall
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Wald Test:
Equation: Untitled

Olowsa jlatl @l gy : (S) @By Jgeond!

Correlated Random Effects - Hausman Test

Equation: Untitled

Test Statistic Value df Probability Test cross-section random effects
F-statistic 12.89451 (9, 45) 0.0000 : . .
Chi-square 116.0506 o 0.0000 Test Summary Chi-Sq. Statistic  Chi-Sq. d.f. Prob.

Cross-section random 14.309474 5 0.0138
Null Hypothesis: C(7)=C(8)=C(9)=C(10)=C(11)=C(12)=C(13

)=C(14)=C(15)=0

Null Hypothesis Summary:

Cross-section random effects test comparisons:
Normalized Restriction (= 0) Value Std. Err.
c(7) -0.142059 0.035119 Variable Fixed Random Var(Diff.) Prob.
c(8) -0.134528 0.038945
c(9) -0.017825 0.012464
S10y 6111404 0033325 DUAL -0.013409  -0.004917 0.000013 0.0172
c(11) -0.090279 0.029899 BOz -0.010597  -0.010552 0.000053 0.9951
c@a2) -0.050569 0.035169 INDB 0.248561 0.247909 0.000325 0.9712
c(13) -0.052910 0.031775
S1a) 0034109 0021129 ACM 0.000444 0.000973 0.000000 0.4301
c(15) -0.145020 0.040252 SIZE 0.042401 0.009811 0.000102 0.0013
Restrictions are linear in coefficients. -
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Dependent Variable: ROA Cowriance Analsis: Oinary
Method: Panel Least Squares ) .
Date: 05/13/16 Time: 15:48 Dele: 051316 Time: 1611
Sample: 2010 2015 Sample: 20102015

Periods included: 6
Cross-sections included: 10
Total panel (balanced) observations: 60

Inclued obsenvations: 60

ROA=C(1)+C(2)*DUAL+C(3)*INDB+C(4)*ACM+C(5)*SIZE+C(6)*D2+C(7) Conelaton
*D3+ *DA4+C(9)* D5+ *D6+ D7+ *D8+ *
e DA CIOr DS COyDECLLYDTC(2 DB C3Y DI Pl RO DI B NB AN G
ROA 1000000
Coefficient Std. Error t-Statistic Prob. |

C(1) -0.943007 0.280252 -3.364859 0.0016

C(2) -0.012802 0.009962 -1.285011 0.2052 DUAL 0252519 1000000

C@3) 0.240326 0.040283 5.965975 0.0000

c@) 0000970 0002365 0410569  0.6833 006 -

C(5) 0.041344 0.012837 3.220738 0.0023

C(6) -0.124163 0.031212 -3.978120 0.0002

() -0.140615  0.038641  -3.639044  0.0007 B0 DLOLST 0231489 LO0OOND

c(8) -0.016775  0.012457 -1.346688  0.1847 04 0mL

C(9) -0.107973 0.033257 -3.246664 0.0022

C(10) -0.107114 0.025761 -4.157931 0.0001

c(11) 0026010 0027270  -0.953816  0.3452 INDB 04746249 0093691 0276697 1000000

c(12) -0.071917  0.026748 -2.688676  0.0100 00001 0475 0033 -

C(13) 0.037378 0.020968 1.782600 0.0813

C(14) -0.137335 0.039736 -3.456190 0.0012

ACM 0020756 0156249 0275030 0001013 1000000

R-squared 0.877938 Mean dependent var 0.040633 08751 0233 0033 e T——
Adjusted R-squared 0.843442 S.D.dependentvar 0.050023
S.E. of regression 0.019793 Akaike info criterion -4.806018
Sum squared resid 0.018021  Schwarz criterion -4.317337 SIZE 0255476 0248964 008613 0221330 0.102972 1000000
Log likelihood 158.1805 Hannan-Quinn criter. -4.614868
F-statistic 25.45054 Durbin-Watson stat 1.773120 00488 00634 0435 00801 -
Prob(F-statistic) 0.000000

. EViews 9 slaxyi walip 1 il
EViews 9 sla>yi il 1 ol -
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@\;}[\wls;(,.qw-;\a.,;,ﬂ' 3)‘>¥‘MW>W‘
S : : : Correlated Random Effects - Hausman Test
Series: Standavaized Residuals Equation: Uniied
g 11 Sample 2010 2015 Test cross-section random effects
1 I Obsenetions 60
Test Summary Chi-Sq. Statistic ~ Chi-Sg.d.f. ~ Prob.
6 -
Meap 1.18el7 Cross-section random 9698938 4 00458
5 Medan 000231
n | Maximum 0036259
Minimum ~-0,040965 Cross-section random effects test comparisons:
" ] S0.0ev Q0L Variable Fxed  Random  VarDiff)  Prob
7] Skewness  -0.431996 & _
| Kutosis 2751726 DUAL 0012802 0005048 0000010 00150
1 INDB 0240326 0.235120  0.000240  0.7368
ol I L | geBea 2020308 ACM 0000970 0001121 0000000 07073
00 0B 00 00 000 00l 00 0B oM Probabty 0354163 SIZE 0041344 0015306  0.000085  0.0046
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