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The Role of Corporate Governance in Improving the Efficiency of the
Saudi Financial Market: A Standard Study through Using Panel Models in

(2013-2019)
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Abstract:

This study aims to highlight the role of corporate governance in improving the efficiency of the Saudi
financial market in (2013-2019), and this has been based on the method of analyzing panel data. The
variables of the study include one independent variable that expresses the efficiency of financial
market which is earnings per share, in addition to four independent variables, with a
regulatory variable, which are respectively: independence, number of meetings of the board of
directors, duplication, and the size of the board of directors.

The study has concluded that there is a positive relationship between earnings per share and
the size of the board of directors. For the rest of the other variables, they are not influential,
and therefore, they have no effect on earnings per share.

Keys words: Corporate Governance, earnings per share, duplication, independence,
the board of directors.
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gyrﬁkL‘
Lyt Ol dogll Julodl 101 03y goull
Variable | Obs Mean Std. Dev. Min Max
EPS | 56 3.287679 2.667974 -3.07 8.43
BSIZE | 56 9 1.537412 6 13
INDB | 56 .4394107 .163248 .3 1
DUAL | 56 .9821429 .1336306 0 1
BM | 56 6.464286 2.960125 3 16
FIRMSIZE | 56 15.71661 4.249609 2.98 19.71
bl Jed 1 02 03y sl
| EPS BSIZE INDB DUAL BM FIRMSIZE
EPS | 1.0000
BSIZE | 0.5962 1.0000
INDB | -0.3748 -0.3926 1.0000
DUAL | 0.0912 0.0000 0.1162 1.0000
BM | 0.3085 0.3036 -0.3247 0.0673 1.0000
FIRMSIZE | 0.4239 0.1232 -0.3290 0.1814 0.2675 1.0000
VIF oseadl fsle :03 43) sl
Variable | VIF 1/VIF
INDB | 1.40 0.712302
BSIZE | 1.24 0.808278
FIRMSIZE | 1.22 0.819217
BM | 1.21 0.825155
DUAL | 1.08 0.926038
Mean VIF | 1.23
M\ C':}aﬂ\ 04 ('3) ‘}’dl\
Source | SS df MS Number of cbs = 56
. F(5, 50) = 9.43
Model | 190.000461 5 38.0000922 Prob > F = 0.0000
Residual | 201.494137 50 4.02988274 R-squared = 0.4853
: Adj R-squared = 0.4339
Total | 391.494598 55 7.1180836 Root MSE = 2.0075
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EPS | Coef. Std. Err. t P>t [95% Conf. Interval]
BSIZE | .9062372 .1958367 4.63 0.000 .5128876 1.299587
INDB | -.8688014 1.964648 -0.44 0.660 -4.814914 3.077311
DUAL | .7114564 2.104963 0.34 0.737 -3.516485 4.939398
BM | .0393257 .100667 0.39 0.698 -.1628699 .2415213
FIRMSIZE | .2033779 .0703747 2.89 0.006 .0620263 .3447296
_cons | -8.636071 2.9873 -2.89 0.006 -14.63624 -2.635902
Ayt o il Tisk :05 o3y gl
Source | SS df MS Number of obs 56
: F (12, 43) 15.33
Model | 317.319846 12 26.4433205 Prob > F 0.0000
Residual | 74.1747523 43 1.72499424  R-squared = 0.8105
I Adj R-squared = 0.7577
Total | 391.494598 55 7.1180836  Root MSE 1.3134
EPS | Coef. Std. Err. t P>t [95% Conf. Intervall]
BSIZE | —-.049481 .2848201 -0.17 0.863 -.6238756 .5249135
INDB | 2.296486 1.885245 1.22 0.230 -1.505472 6.098445
DUAL | .1782268 1.450262 0.12 0.903 -2.746506 3.102959
BM | .0060047 .0800017 0.08 0.941 —.1553342 .1673436
FIRMSIZE | .6130454 .2334366 2.63 0.012 .1422756 1.083815
id |
2 | =2.803701 2.396616 -1.17 0.249 -7.636938 2.029537
3 | -1.500565 2.276707 -0.66 0.513 -6.091982 3.090852
4 | -6.314663 1.986338 -3.18 0.003 -10.32049 -2.308831
5 | -1.874193 2.115392 -0.89 0.381 -6.140288 2.391902
6 | 2.339574 1.098728 2.13 0.039 .1237778 4.55537
7 | -5.725569 1.533856 -3.73 0.001 -8.818884 -2.632255
8 | -1.642488 2.002491 -0.80 0.430 -5.801896 2.516921
_cons | -4.934747 3.95427 -1.25 0.219 -12.90929 3.039799
il Nl 2398 106 (3, sl
-sq: Obs per group:
within = 0.1079 min = 7
between = 0.3997 avg = 7.0
overall = 0.3313 max = 7
Wald chi2 (5) = 11.49
corr(u i, X) = 0 (assumed) Prob > chi?2 = 0.0424
EPS | Coef. Std. Err. z P>z [95% Conf. Intervall]
BSIZE | .3937524 .245734 1.60 0.109 -.0878773 .8753821
INDB | 1.234505 1.884657 0.66 0.512 -2.459354 4.928365
DUAL | -.1629827 1.556002 -0.10 0.917 -3.212691 2.886726
BM | .0016629 .0811219 0.02 0.984 -.157333 .1606588
FIRMSIZE | .3458598 .1202864 2.88 0.004 .1101027 .5816169
_cons | -6.084967 3.322604 -1.83 0.067 -12.59715 .4272173
sigma ul 1.3832237
sigma e| 1.3133904
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rho | .52587931 (fraction of variance due to u i)

Breusch and Pagan Lagrangian multiplier jz1 :07 43, sl

Breusch and Pagan Lagrangian multiplier test for random effects
EPS[id, t] = Xbo + u[id] + e[id,t]
Estimated results:

| Varsd = sqgrt (Var)

EPS | 7.118084 2.667974
e | 1.724994 1.31339
u | 1.913308 1.383224
Test: Var (u) = 0
chibar2 (01) = 23.49
Prob > chibar?2 = 0.0000
Hausman Lz :08 (3, gl
———— Coefficients ————
| (b) (B) (b—-B) sgrt (diag(V_b-V B))
| fixed random Difference S.E.
BSIZE | -.049481 .3937524 -.4432334 .1440047
INDB | 2.296486 1.234505 1.061981 .0470795
DUAL | .1782268 —-.1629827 .3412094
BM | .0060047 .0016629 .0043419 .
FIRMSIZE | .6130454 .3458598 .2671856 .2000596

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic

chi2 (5) = (b-B)'[(V b-V B)"(-1)] (b-B)
= 13.40
Prob>chi2 = 0.0199

(V. b-V B is not positive definite)

Slod G LU JLas1 109 0By goell
Wooldridge test for autocorrelation in panel data
HO: no first-order autocorrelation
F( ll 7) = 0.048
Prcb > F = 0.8323

oWl Sl aus et 110 43, gl

Modified Wald test for groupwiseheteroskedasticity
in fixed effect regression model

HO: sigma(i)”"2 = sigma™2 for all i

chi2 (8) = 3434.02

Prob>chi2 0.0000

PCSE 34 :11,3; gull

Linear regression, heteroskedastic panels corrected standard errors

Group variable: id Number of obs = 56
Time variable: year Number of groups = 8
Panels: heteroskedastic (balanced) Cbs per group:
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Autocorrelation: no autocorrelation min = 7
avg = 7
max = 7
Estimated covariances 8 R-squared = 0.4853
Estimated autocorrelations = 0 Wald chi2 (5) = 76.28
Estimated coefficients = 6 Prob > chi?2 = 0.0000

| Het-corrected
EPS | Coef. Std. Err. z P>z| [95% Conf. Intervall]
BSIZE | .9062372 .1550986 5.84 0.000 .6022495 1.210225
INDB | -.8688014  2.244999 -0.39 0.699 -5.268919 3.531317
DUAL | .7114564 1.829395 0.39 0.697 -2.874092 4.297005
BM | .0393257 .0713531 0.55 0.582 -.1005238 .1791752
FIRMSIZE | .2033779 .0860875 2.36  0.018 .0346496 .3721063
_cons | -8.636071  2.610445 -3.31 0.001 -13.75245  -3.519693
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