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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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Al ) ) gl &y gun g Bl ) Adgheaa (£) aB) Jgaa

Relations
TVAIC1 (TVAPC1 [TVAE1l [BIND (BS RD ACQ
219 -.007 196 810 |.818 " [-.598" |1 Pearson Correlation ACQ
.014 .933 .028 .000 .000 .000 Sig. (2-tailed)
126 137 126 140 140 140 140 N
-.146 .087 -.138 -.679 [-.538" |1 -.598 " |Pearson Correlation RD
104 309 125|000 |.000 000 [Sig. (2-tailed)
126 137 126 140 140 140 140 N
.116 -.087 .094 789 |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 1 789" [-.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" 1.094  [-.138 [.196  |Pearson Correlation TVAEI
1000 .000 038 296 [.125 |.028 [Sig (2-tailed)
126 126 126 126 126 126 126 N
.366 1 434" -.147 |-.087 |.087 |-.007 |Pearson Correlation TVAPCI
.000 .000 086 [.315 |.309 [.933 |Sig. (2-tailed)
126 137 126 137 137 137 137 N
1 366" 9977 202" [116 |-.146 |219" [|Pearson Correlation TVAICI
.000 .000 023 [[196 |.104 [.014 |Sig. (2-tailed)
126 126 126 126 126 126 126 N

** Correlation 1s significant at the 0.01 level (2-tailed).

*_ Correlation is significant at the 0.05 level (2-tailed).
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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 7194 .009 -.118 .662 136 .016
RSquaﬁ 139 121 128
) 2.321 2.129 2.118
S1g 024 038 039
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Regression

Coefficients®

Gaayl) gadle— 4
uaay) Jlai) gale V-4

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 2917 -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 -4717 BIND

K




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 2437 |736 2413 5.881 BIND

K




