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The impact of Corporate Governance on the Efficiency of
Value added by a Firm from its Physical Capital and
Intellectual Capital Resources.

Evidences from Saudi Listed Companies

Abstract :

This study investigates the impact of corporate governance on corporate
performance for a sample of Saudi listed companies. In contrast to prior
literature, performance is defined as the efficiency of value added (VA) rather
than in financial terms. Further, the analysis examines the association between
corporate governance and efficiency of VA and each of the firm’s physical
capital (PC) and intellectual capital (IC), respectively. The study addresses three
dependent variables; the efficiency of value added by a firm’s total resource base
(TVAE), efficiency of value added by a firm’s PC—resources (TVAPC) and
efficiency of value added by a firm’s IC—resources (TVAIC). The Value Added
Intellectual Coefficient (VAIC) methodology forms the measurement basis for
the three dependent variables in the current study. Statistical methods (correlation
and regression) will be used to examine the relation between the variables of the
study.

The results indicated that Saudi business environment is interested of
good corporate governance practices, as well as the presence of significant
positive association between each of the quality of audit committees and
the independence of board members and the efficiency of the value added.
So, we recommended Saudi Capital Market Authority to prepare a list of
companies with good governance practices.The results of study could provide
useful implications for corporate governance authorities in Saudi market to
develop more effective governance rules. The study extends the literature related
to the association between corporate governance and corporate performance in
Saudi business environment by using the concept of value added as a measure for
corporate performance

Key Words:

Corporate Governance-Efficiency of Value Added-Intellectual Capital-Physical
Capital-Corporate Performance.
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Relations
TVAIC1 |TVAPC1 |[TVAE1l [BIND |BS RD ACQ
2197 -.007 1967 8107 |.8187 |-.5987 |1 Pearson Correlation ACQ
014 933 028|000 |000 [.000 Sig. (2-tailed)
126 137 126 140 140 140 140 N
-.146 .087 -.138 -6797 [-.5387 |1 -.598"" |Pearson Correlation RD
104 309 125  [000 |.000 000 [Sig. (2-tailed)
126 137 126 140 140 140 140 N
116 -.087 .094 7897 |1 -538"" |.818" |Pearson Correlation BS
196 315 .296 .000 .000 .000 [Sig. (2-tailed)
126 137 126 140 140 140 140 N
202" -.147 185 1 7897 |-.6797 [.810" [Pearson Correlation BIND
.023 .086 .038 .000 .000 .000 [Sig. (2-tailed)
126 137 126 140 140 140 140 N
997" 4347 1 185" |.094 |-.138 [.196" [Pearson Correlation TVAE1
.000 .000 .038 [.296 125  1.028 |Sig. (2-tailed)
126 126 126 126 126 126 126 N
366" 1 4347 |-147 |-.087 |.087 |[-.007 |Pearson Correlation TVAPC1
.000 .000 .086 315 309 .933 Sig. (2-tailed)
126 137 126 137 137 137 137 N
1 366" 997 |.202" 116 |-.146 [.219" |Pearson Correlation TVAIC1
.000 .000 .023 .196 .104 014  [Sig. (2-tailed)
126 126 126 126 126 126 126 N

**. Correlation is significant at the 0.01 level (2-tailed).
*, Correlation is significant at the 0.05 level (2-tailed).

el dlea) 3188 o dgies AN 53y camge Bl a5 Giladl Jsaall e moaly
e Sy el LLS N 13 oS (s 3 (B.196 and Sig 0.028) dxabiall olal 33gay ddladll
Jy s Bl oS WSe(B-.138 and Sig 0.028) sa8mll paall Hen dalsa)) as Gsina JI
Y] Galae e lime] Pl ae @3S, ((B.094 and Sig 0.296) 5))3Y) (ulae ana ae Lisine
.(B.185 and Sig 0.038)
toag Al JLddls plaady) Julad ¥

2 (0) ady Jsan gy eaamiall Jlaad¥l Jylad aladin) o3 o duhall (agyd HLoa
laalas (e Adliaall Al Ilan) DN Aaglill chlyiiall o AN HlaaiV) z3la Jolas
iadlll Jlasls (TVAPC) (alall Jlall Gy e Zilimall Al Maals «(TVAE) de sl
LS .(0.05)P< 4l - 3latll Ay sina ilitl) eaagis (( TVAIC) (&l Jlal) (fy (e diliadll
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Glyaaiall & il (e bpsiia At andi e laadV] 23l 8)08 (0) o8y Jean B il miag
5 (TVAE) (8 @hostill e (%) F) s Jlasil) 3 aadaion i ((R2 da) 43D day0il
(TVAIC) (TVAPC) 1 IS & il (0 (%) Y)

dapal) cpstial ¢ g b)) ddsiaaa (0) ad) Jga

Model(1) Model(2) Model(3)
(TVAE) (TVAPC) (TVAIC)
Beta sig Beta Sig Beta Sig
CR -.021 .886 .092 512 -.033 818
RDT -111 421 261 047 -123 375
DR -.706 .001 -.366 .060 -.626 .004
ROA .068 707 164 352 .057 756
ACQ 309 .087 320 067 335 .066
RD 018 892 109 391 018 897
BS -.263 .106 -190 230 -.250 126
BIND 794 .009 -118 662 736 016
R Sq“alf:e 139 121 128
sig 2.321 2.129 2.118
.024 .038 .039

Ol A1 Al Clyaiall G e 48 Gl Jsaall J\m\z\ CDalae il i
(P>0.1) Casun ol s5ina dS...u i A amsll ) ey (ACQ) dxaball olad s ma
& L)) e Aliaall dadll  Jlaa 36U o Ly Lo aa - u&s,u e AN datll el yusial) d

udaa plaae | IO dgal dpudlly Wl L aqhll aaydll daa cudiy La gy ciaal ) U\AJDJP
s ((TVAIC s TVAE) Lat L oy itie o (g5ine dm biise yiixi g8 (BIND)s,IY)
Jahy gpdasll e cppaall sae 30l ae d8liaal) dadll  Jlea) 30 US ¢ W) — ).\.\S aw A ey
o (e S 58U dag Y Lad (o) Ay Gl ol (il daa cudly Laa oyl Gulaa
Hlea) 3 LS ) dally w8l adi (TVAE) e palaall Jala Sl mb.s 339 BN (udaa
Ly Jo¥) Gl daa s cudy s ((TVAIC) (oS8l Jlal (uly (g Ziliaall Aol
thapl) gl AdBliag Jas £

JlaeY) iy 8 38500 olaly S onll Ll Gy Lo A8 ol Al o2h cibagiow
Aalsals Al Aayas 8)aY) Galas) 1 AaSsall Ll gl Auhal) calolin a8y cdga gl
(Faaball Glat Basag ¢ sV

A8l ool calsln ) bl (e ESH A Ayl o) uld B Al caaie) Sy
o) (A lge con Ailiadl) Al asgde Jalats Cuald L) LS. diliadl) el oggda o
Carol Ay 4l Ll Lol ellyg cgySall JLall udys Sl JUal)
saga O Le Laliy) dpms A Aglanall Auhal) il el a8y ((HO.S.M&Williams, 2003)
Al il il ae Aol el 34w Yy 2,80 ¢ s 8181 Gulae Ul Fa g Lxalpal) olal
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i (Hermalin&Weisbach,1991;Brickley et al.,1997;Klein,1998)

Cdsd DG o Alie gl Al o(Carol Ho.S.M. Williams,2003)
;bio;uSCJJLg@u_\\d&uuwmjm\)d\uléjmﬁm\é\ ol @l i
M\déuumug\ﬁgﬁjwuuuuuﬁmuamﬁﬁ?my\uguuj 4 2

Leile Laial 4y 5 plaia V) pe Aline 5S35 o

)Y Galae Jals Gl el G all g g & penl el S L) (et GBS
lly palal) sl () oladl ae gl el Gamy A8, ool e aladY) GulSaiV)y
oyl 28 ()oYl alae PlE) dapas daaliadl lalsasa e JS dpaal e X5 o3l (AeSsal
oAbl dzabl Glalsasa sualic G JS (o Aok A8e o () (a4 1)) camae Al
Aglaall LY sasa s 5yIaY) Gudae Pl (sliae ) syac aalll o loae] i)

Ayl ol Ao 58 550 g Aaalyall diad o o Sl 88 (aY ) Yo daa) A of WS
gy A8Al (soime (ppands 5)lDU (et bl (e aall (8 550 (e 4g a5 Le DA (4
Julas P e ciliags (Brian Bolton, 2012) deuha of LaS = aygiiall ALyl
Old Gk (a8 @l ool (s Aalll ana) dxabl Lial Gailad o 180
e Byl A A€V sasiall LNl 8 4S8 (VE0 v ) e de e Ay PIA (1 (SOX)
£1al5 Amalpal) diad Pl Ak Laliyl A8Me asagaae A (aV oA ale ng 21 99A)
Laabpall diad e linel Pl of ) (aY Y Fe gapals gslda ) iy cliag LS (lS il
G aall ey A G 45,80 elal e ol 58l 2l A58 8 ag il 4SOl Ay
&I cliagi cua ((Mohamed Ziaul et al,2013) 4 ae 38 Le sa5 iz ¥ 553 oyl
Sl 2139 ity Laahall diad cile Laia ¢ Adliaa) AV ) dplay) L)) Ale 25as
S A5l iyl (e aalls ALY syl

F A Joaadl A e Auhall (a5 8 LA il Ganddi fialll (Kays

dahall g b HLad gl (o) Jea

(a3 Al

)l @fyacia
u‘wﬂ‘

I il Gins pe ik il il ) idae paa

S ) (38a5 e y y y oiall s Aalsy)l
> I (s

Gl oayall (3aa il il i $laY) Culaa U

GV (il (gias il d d Axaliall pladsasa
ind Ll W o DA e malaall V) ) G A Ayl o Jssl) oS
3 LSy Llie 0 ) il 300 ;\j'gs iaSsall ol Hil e dlee A0 aas 0 36V Al
ks Aliaall Al aggial Jodad aend Ll LaSe Ladlse DA e <l ) el Z8Ladl) dagl
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V) 8 Al amlaall aal gy 3y (el Jlall () asgie aniiy Cadialy (S, 0l 35l
Caadd SN L ClS il A gl Ay siaal) Aadl) Lo coglail) Ja b sl cadgl) 8 ouslal
AL luahall 4 g ol L sas 45580 el e daaliall lad saga e Ll Jilas du)l)
u.udu‘ M‘ -V
dbliiial) dad) eV laag ciluagilly il
) Vv
) ) ) Ahydaly 4 i) Aadal) (e SIS Ade bl e A (e il Juass
W) ek ()8 e iy (e Jle ) e A58 Dlseal Ll dlmall Al s =)
oebia 1ie JLall Gufy 28K adlan) axe W aoa i Ayl 4508 30lyy5 4S50 Gdal)
.(EPS,ROE) (ROAlgile <ijlxiall dppuslaal) ¢15Y)
el Cm Apagead) Jlae ) Ay 8 OIS Al gn il jlas 352 Lagale alaia) ellia -Y
Olal asa e alsd U Gaaday caaiill (%Y0.V) Ay 3855 (00) o Al il
DI Gelae Gty raie G Le diadlly 58 (%Y +) A 2855 (AA) s cdaalyall
Ll iS5l 8 5y Gudae a1 Cpliisdl el A Jaigie dluy sdul)
c(V.£) )Y Lalae aaa dausgie o WS (%11.0)
e IV sl jaaal) en dalsasls S Gelae pas e JSI (e 580 aan Y -F
iysinall ggiase e oS) ABNN 3l 4 (SiQ) Al S G ABLiadll Al 56 LiS
LAy JsY) G2l daa axe iy L sag ¢(0.05)
Ladl) oLy 5)aY) alaa elme] DL G dgine AV 3 dulay) L)) 4D aagi-¢
) el Lo sas (@Sl Jlall Gl (e Alaall dailly cdiliadl) dadl) Maa) dilcadl)
LA Gaydl Aaa cufly La sy 3)I0Y) Gelae (8 i) e uenall 35 dsaal
sl Ol (Gl (e Aliadl) Aall 30 iS e gyima il L ang Y Lay
Alaal) el oSy danlpal) lad saga G dusine A2 @3 dulay) L)) ADe aagi-0
b e Al dadlly ¢l Jal () e Aliaal) Gl (Ailiadl) dadll laa))
& P IS Ll daahial) glalsasa dpeal () seds Lo sy (@54 JW
el dgas e olalll il sagal) (ailiad gt Lol dueal G, AN oo 56 S
ol daa el Laa . Lgle Laa) 450 alan ¥l pe Alifise (585 (s cAialll Jals Gl
NUA
Ailiaal) dassl) dlaa) 36 WS (e JS5 edpaiil) ilagyll Jaas) G Asine Jaliy) Al a5ay -1
el o gsine LAl Ll aag ¥ cpa 8 (S8 JWl Gl (e Riliaall dadl) 56 LiS
A8 Sl Aalal Ladi (ggine 5l aagrs ) JLd) Gl e Ailiadl) dadl) Maa
b el Sl ) e Ailaall daill  Mas) 3 liS e ghailly Sl adals)) (s
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Aail) lan) 80 LSy Ay gina A8ay Lgtiimyys 4S54l ana e S0 (gsina il an g ¥ cn
LAlaal)

: Gluagdl) Y-V
ALY gy Aoidatlly B Al (e S B Lgul) huasil a3 ) il o o

Aal L) il sae e gyl Aulee 10 pn@l Ludad) Sigadl e 2l el
Crun Aliaall Al Jilat e a8 Apagendl SN elal e Al A gal dun s
LS W) Gy Gund) Sl Gy Y ASED 35

sagall e AaSsal) cilulas il Sl maa sy Jial Apngead) JLall g A4 Slac)
adle i Le sy Bl AaSpall ljlas o IS8 apnal @llly 4y (ppainnal) Jaaly
WY e dpe Giiady Ailaall ghad 32L) e dulayl B

ALl il we iy s slacly AdlaaY) plEl dac) Al 35 e ISE) aais
DDLED Baga Graenil ¢ — i) Le@gay jumy Y Lay —AaSsal) Ll Lealiill (g0 e
Agiall lied ledals 4S50 A

Y Galae el Plinu) 8 ATl AaSsal) clulas sagad i€, 3l 3585y
Cihaal) ilens Aaalyall Aial eline] Pl IV si@mll jad) e dals)) are s
aakanty A58 elal Grad e dlag) HUT (e Gl Ll ¢lgilinc] 8 dpnladls 4L

ol

=)

Aliial) ) e lae Y-V

Sy Al Yl e el Alia o Gl g 20 (e Cndl adl) Jiagi Lo s

o U Leaal iy s Snd Gl g0 o

Clae s liacl 48L) 1 e AaSsall LI Aalaiag Wiy G ol Bana Ciliie JIA)-)
ddliad)l Aegly L@le Auhy dxaball dal clonel Gy ASEN 3 agud) 3)5Y)
LSl

csasil) gsiall o Ailadl dadl) e lSpall deSsm lulas 3asa i Ay Y
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aalall—A

thg pad) 432l aaliad) VA

e @l ) Aaggad A0a0al @l 3 (oY 2 ) Y)eou)ld deale wille D5 25 ¢ sl
sinall alel) jaisall anie Cuay (ddliaall Apala@y) Al o LegulSadly Jaladl Jladl Gy
A A0S A a1 A3l daals ¢ Adpeall slailly Jlacl £ 1S3 (lsiny yfie galal)
OYA=0TT o a odpd YT=YFC ) ¢ laedplayl aslally

olad (pV 1Y) alee 4“&_;9)569.5)._\44 ¢ sgidie e claea clballae (gglayull
e Al Ay ~ L1 ) e aad) e a1 dalal) ALl S50 8 Gl
o(Aslady) agdall) oSl 7 ladl) daaly Ao ciaallall L 403V J Lo Lo lial) <1<
AEO=AYA Ga a o(£) ¢(YY)alaal

& Asnd) Gl 8 dralall olad dae Al ¢(p Vo) o) ¢ Sl lale o dana ¢ gl
Gaals Blatll A ¢ Cpaliilly 309919 Apalaall Ao cishae Ay Dagendl Lypal) ASlel
NIV=YEY Ga Ga ¢ Osralls Gualudl 2aelles ja L8l

cgealad) ) aa ¢ &l e dula GlKHE) Al ga clad] o(p¥ ) £) ¢ gumadl ¢ gyl
S P4 S (PREIR S|

a8lsl) A gl Ayl ASlaal) b cls il daSga o(aY v A) ¢ gredill dala dec gyl
Gl AaSgn o3 Glying ALaBY) A S alall aigall ) Aadie dding A ¢ ggakally
N0=Y a e V100 (B daals ¢ galaBY) ALY 4

el e daalusall S8l A€ aeld Gada 51 L (aY ) T) ¢ 23 e sac ¢ yualidl
il dralall (Aalaadl B padale Al i)Y dalal)l daa i) cileasl) @l
Y Ga (o))

5 lasylaa (e aall A lad) julaal mp8all oo Ll o(o¥ 2V YV)e (355l (555 sa5al)
Al Gpa) Al Al plas Ay 5l AaSoal el jsall Jla 8 4y
ot sigy b V) aaall die AN slaalle duyg daala 3ylail) AS A il
XYY

o DAl A a8 Gadat S (oY 4)e Geapl) die dea G cadalll die e Al
Aaa LS Ay L) AN AL a5 dlaall cilegleall $apa (sl
oacds¥) el (gsmandly Al aalle 3aLE daals ylail) AiSe Gaalilly 8919 Apulaal)
YY)V a

iaSsn A (Y IP)e Jaen 23 ¢ s cdene alladd) e (glayadl caeas e claea
Ayl Uadle Al oy &) o 8 gl elaly il ¢ Il o131 8 cls, )
N eY=Y00 ha pa ¢ gle ¢ S 2aall(Yr) alaalle dy)laY) 4 glall
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o el Gl g Al Al b lS, il AaSon A ((aY ) Y) ¢ m ayy ¢ pa
—Y44 ga g ¢ sl AU saal) (AgalaBy) aglall aaiy AS dlaa (A yuadll IS, )
RN

Agagad) delially 3)lal) 85 o(o¥ + ) Y) coalifin) Ldlivey Alilall il AaSsn il
AV e e

saga o Lagily LY sasas Sl AaSim (AR ¢(a¥ 2 ) )e bl Lisy ¢ allia
Bylaill Apalad) Adanal) (A bty Ak Ay — Agyaaall Jlae) Ay 3 A0l L)
EYV=YAY (o e o U 20l (Uil daals 5lanll 24K gy pailly

LaBlil) 3al) G—iBad b 0) 909 (@Sl Jlmal) (il ¢(aY 2+ 3)camrli) Limy cxllia
(oosSall g Uil 8 Sadia ol pad (st AplaY) At Joal) paipall aaie Ciayecilalaial
XYY Ga e OV D) Al dSladlle bl ol paipall Joag Glldl dcl

sl dulaall Jaaail) dapn o KAl AaSom 2ol (oY ) Y) ccany dead cellall ae
S-Sl Adae At 4 plas Ay (g pamall JLall (33 Anssall IS, 5l 55 Gl AL
Y SV Ga e cslsr oIVl cpaad e Aaala 3yl BIS ¢ alacal)

daalall gladsasa D3 (@Y I T) cuSall v aile ame (oadde (un 4l i cade
B0 Adaa Aadas 40 Ay A g dl Laalusall iS5 (LAY 2 Lad)) siise e
KoY Ga e mabst o Jo) sl bl dalal) 5510y dgaa cdalad)

7 Ladyl (g5iay S, 5N A pn Bl oy A ((a Yoo A) Ll ae (Pla o dbe
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Regression
Coefficients®
Standardized| Unstandardized
Sig. T Coefficients Coefficients Model
Beta Std. Error B
117 1.581 1.223 1.934 |(Constant) 1
.886 -.144 -.021 .087 -.013 CR
421 -.808 -111 408 -.330 RDT
.001 -3.317 -.706 2.917 -9.676 DR
707 377 .068 2.010 .758 ROA
.087 1.724 .309 278 478 ACQ
.892 137 .018 .386 .053 RD
106 -1.630 -.263 .169 -.275 BS
.009 2.647 794 2.477 6.556 BIND
a. Dependent Variable : TVAE1
Coefficients®
Standardized| Unstandardized
Sig. T Coefficients Coefficients Model
Beta Std. Error B
543 .609 555 338 (Constant) 1
512 .657 .092 .042 .028 CR
.047 2.010 261 190 .382 RDT
.060 -1.896 -.366 1.311 -2.485 DR
.352 935 164 953 891 ROA
.067 1.850 .320 130 241 ACQ
391 .862 109 174 150 RD
.230 -1.206 -.190 .081 -.097 BS
.662 -.438 -.118 1.089 - 477 BIND
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|a. Dependent Variable: TVAPC1
Coefficients®

Standardized Unstandardized
Sig. T Coefficients Coefficients Model
Beta Std. Error B

116 1.583 1.191 1.886 (Constant) 1
.818 -231  |-.033 .085 -.020 CR
375 -891 [-.123 .397 -.354 RDT
.004 -2.923 |-.626 2.842 -8.306 DR
.756 311 .057 1.958 .609 ROA
.066 1.856 |.335 270 502 ACQ
.897 130 .018 .376 .049 RD
126 -1.542 |-.250 164 -.254 BS
016 2.437 |.736 2.413 5.881 BIND
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