J Wi d |
: s ) J8

(OFF 23 = 330 5y (S Al T O e 6 Y O e v Sl 1)

t S s ) &

z -

(ro B = e iy (LB Y el 3 02500 gL

alaall &) (3aia



Ly oSae 8 el alshy Legr g e Al Ulal e )

M LSS 5 Ladal g e Gal ) Bea) il s Y s YT &y )
S5 s Al Ga O FUa L il *la 8 V5 Ll U8y Wbl 5 Gl W U
CHPU OIS 8 Guallia bS5 o) Rt (3 g e £S5 i iy LS L)
(Yo=YY /e luayl) *(1si

(40 Lganyg) Ballall Sally =55
350n ) Lgiling leile ay (ge Ly G clile s g Jal e Sl e )
ialas Lia)y Jal (e (G50 daad cuilSa ¢, i)

c(A.“u\ MA)J) UAM\ Lﬁﬂ‘j @) ‘5{\

daglly aally Calaall & Jlially 3508l oy IS8 cliia)ys Winp dal (e 885 il i)

(Jua) Sagadl ol

Lealas il Logs oy (¥ L3S0 Ladi o8 cailin e Leglinls Laal ) s

-l Faaylly yinall Lagh Lall el o) Sl L Jiia Canly (0 08 Lege

(bn Byis LSl il (s ol Al ag

elgind el ) Aalad) As )l 138 slie re doleaty alall Slay) 3a 3sS5LE il

Deally Jiighliyg puafilly sl cuiSs ... 1S agie caladaly U DA G Cua

Al e g Lapa

cale (s JS s e Lag¥)  Slaals oMaY) aslad s o e) Jlals sl )

@A) iyl Guall e vl DA (e i of ST L Agalell Dbl 038 sl
<N

:dw-;’?%ga-m Jsmy o 4ie &) oy sy ) (e angmia ol aleY) 435y

e Ay § gy aiiy ale S dpla ABaa 1D e V) alee phalil aal Gl e 13))

calusa olg) (4 e

D ey B (e daall Al



seladdly sSuiadl

anay 4l oy el Gabiall alsuy e 2Sladly s3ially callall ) 4 2eall
Al s2a Slaily alall agall 138 Mais dilas &) 28 o) 2 ¢ caday ¢ Cpmaal
= Dlaall alall mall 13a = Linglgi€ally o lall glagadl daalal Sl pail o
el iy JleSinY J dia dl) sy

— aSlal) &) e e/ esad) MaY) salad paElly (SN Jyjan sl LS
oda e 4dlay — Linslyi€ily aslall lasadl daala — dylail) culudyal) 40 Ay
Al 038 aysii 5okl AV 2500 ) dngaiiiy Aagl) atlgan il CuilS Eum (Allus )
Lo Gl iy ol G ecollaall JSEIL  alell oLl 1a JLSY Jiad oy Leassusis
POpadll g5 dalay

T aana [ g d) Ml Bales LAl et aall GNS Jaase Sl
byl Bylail) 4308 — bl daalag MYy ) aulaally aalall — addal) e
b ) — pllia gy O [ giSat) 2l catiadlly e LaaY s alady|
Laaslgi€illg o g lall Glagud) Aralang Aplatl) lhall A0S Josailly dvslall
) Aall Lagily gualiy Lagillaadle Pla (e dshyall aysis  ladialy Lagliadiy Laglsadl
Aahall e g

Cdadl calahyalls i lall caladyall 408 iy cplalal)l 4818 CElL sl LS
A Jgeaga S - Basbines (sl e 05l Ll clinslsiSilly aglall lasudl dasls
S Al adial (KAl K diiuiall oda 1ol IyaSa 5l gl ¢)yally 3L
agd sl Ahyall Aie ahaY bas Aiaay Alaball Lo gl ALl (3 suadly s jaall e Lusall
Auhall i agilail

iuhall sda JaS) e s o Jacle e JSU ppailly (KAl iy aail LS
lelalio o dlaje g1 3
cedt) die (e V) Bl Ly
RS |



Z\Mbﬁ\ oaldlia

.U e (Corporate Governance) <\l daSsn Gubi ik e duhall @,
A Gandl 3 s pad) Aalad) Laalisd) iS55 3 (Performance Efficiency ) «15Y)

palual) Gadatl) 1) AL (3ol 8 Aapaall Aealisall S0 dala 8 Al A, il
Gl Alee b Gy 50200 3 i (e (ilay Lgie LS (s Aials ccl$yal) AaSpm LY
IV adae ol e LSl Gulii 50 o0 Aijee 8 Load Auhall A5 Jiai LS L AS al)
Chball Aol lams Jabally Calawl) sasmy Al 4 Whealus ey cigdanll sylayl;
) B (b Aapdal) Lo lusall 1S5 ate Jilad 3 Jally (g))3Y) aluill dyjlaas Dol ]
Claaly paiieal 48 o 2l FLady) tsabar AN i e gl (G Ayaas L)
LA e sl 138 8 DS gl T Jumiiy Jysaill (s 5 ellaal

AaSyn o A Jlae 8 a0 Al Caad) 53 3 Al deal i Lei
el e Gl DA e Sl ool aad) Gadail) 1) Auladl dalally o laVls culS
G s ) Aabud) dphlly deaadtiall dalgall gl Gans Wbl S gsaldly Jsall G
Gsudl b Aapaad) daalusdd) AN e slul) 13 Gudad e Bemall iliilly CalaaYl (Gas
Oo don ABY AT ae oY1 5o US ady L laysns AaSeall cp Jall Lgilglas 8 Gl L)
Aleall Cailgad) pe daSall (gyhill o gedall day) Cagy Cianl) adime ISHAL Aipdail) Al s
Gty Al Apaals Cpaaigally Cpapla¥ls Llall ol die iy capat ) Al Aalad) cilay ¢l
@Y dladl) Ny A gunal) L) e 2ally JleeY) iladiie Gilaa 8 lays05 AaSsall ules
Allalls 413Y) A0 dalaall LT Qi Ll
Al il Gkl B e Copnill clganl (e Calaal sae (38ad ) duhal) cdas LS

Sl ol A AL (3l b s jaall Aelall Aeabludll S 5d eIV B i e Sl
bl 3las) Al Glaa s cilagl i)y aladlly Calaal) (3ias 3 daSpall alud) Badail) 5
LA e sl 138 & Wy golay) aludll Ay laa g

i Al AeSsn k) of A b IV Gl Al cilaall duall @yl
Apayilly o(Laled) daaluall clSys 8 Aglledy 4l sisey dnlgas aldll 3 5)3Y) Culae ol Lo
Gl il ls Jabally Calaad) Adle 8 anley IS AaSsal aludly deall Gadadll) @ s cAglil
A Az lly o(Realusad)l GlSHEN 8 olY) B0 S ady L leliiady Lgingle laay bl
o gy Gpaiuall A8 35e0 ) a5 L8y ~ladyl ool deabud)l @il Gl5) 2 a
ol aludly aadl Glaill) :oa Aagbll dpajdlly (@lSHE ASn Jixdi o aclayy gl
(1Y) e Ll iy ) Jlally (o)l ol 5yala cpe and) b ol iS5l 4aS5a



Alall @iy k) clubally Eiad) aml Al el duhall sda bl aadi)
I mgially (Dlua bl deluay duhall slae paadl L) meialy cluhall @ g say
& Lauliall Aplany) ) aladin) DA e sl dalaill zgias cAhall g laay
Gl (530 A8 )2y ddlatial) ddatil) dspall dpuailly Alladl Aial)d mgiay ¢ledhitiag duhall dapla ¢ gua
e Ao Al dgan iy L A0lal) prgie SIS aatind LS S pal) lillaial Gaad) Ae S HE
Y ) r — Yeen) sl DA Al L) Gandl 8 dspadl) Laaldl) iS50
i) LY o dasial) Chgial Cua Adilay Jsab dagls dedie o duhall Gigal
lgiaaly leasedas Sl AaSon Hlig 3Li) glsic cand oY) Jaadl) elay bl byl
lealoplais layshais Leiliang AaSsall pseha lelona (b lglis cialua B o Jaillly o(430)Sia5
el Ll ¢ D) stiia (e Lgaseias Gubail) JSLias Lgilanaas Lnanls Wi dulses LeliSisa s
Alsall Claally goalually GISEN Al slaie (o daaluall GlSHE B)M) (st ol 288 ¢ JUY)
Lalal) Zealuall ulSyd dale ) cdpli cCialie D6 ey (RSl Jae & Loy
L smaal) Ayl ASLadl) dypat il A gal) Jlae b A sl goalually Coylaill aafy Lyl cadldy
Sl sinly (Dl Ly 4l oY1) Gl Jalll lsie Jes Loy AaSsall Jlas b
Cilay AaSsally Aoy dilpisay opalics V) asede Jilailly Aubally il (il &
Laball) Clsim sla gl Jaalll W Lddle daalue G0 JLeV zilall (aey bl
Glehaly bl due pe Aaplisas o claidl tialbia dag)l o (gialy (Rl )
Al Aol ciacs Loy bl i)y bl Jiasy Agadally Al L)l
3kally palyal) 26 Tualy Sline daiall lulyally (laa il
e il o ) Adpl) cluags
Aall By (ulae oldly GIAN ASpn Gl o Aflas) ANS g3y alag) T Gla o)
Ayl el i by My Gulaall o 10 Gt 3 by Lae 3l hase s dalgay
LSpal alall okl oh agield e dulsy) Chige el gfisaad) @lla) dlle LY
leixgtie Olaasy bl Adluy lbaghinlly hbally Cilall sam & aaley @iS,al
I B S e Ulay) it Lea clauds
glady) cldlial sal) Gukill gn ddlasy) Lalll oo Lyl duls) BDe dla o .¥
GlHE B Al bl Gadat Jiadis cdasall G gy Guaiieall A8 3y L8l
eI siin g Las cdalal) daalisdll
St o Je galsall ismall mllal laaly lalaal cuaef 88 (i) cilils) dudle of ¢
GlSys b Lgie anlly Wy gylaY) sludll sl Aylae & ASsal) ool SEDU S
alad) daalisal)



Aipdal) bl DA e AaSsall Gl 8 s Ly it s Al GlSHa) abes of L0
Al Jae Clgin Geadll DA Lhlea Julss crelaiad o dum)l) Cua (e Jaadl 2 10) s
Hlod Cilan f dimaa Ly CulS AeSpall Gula 8 G Lp s A clS,al of LS
oD 5d3eS Lapl) sais AaSsall aall Guladll C AuladY) WD ) el Lee Al
Al daalisall ClSyE 8l s Sl

Gsima Gl (G maaly JSI Lagend) Al ASladly GIS,A) daSn da3Y Gadad aale W7
dayaall dalal) Fealsall iS55 8 (e 8ypiall yliilly hlaglaall 8 A8ladlly ~Lad)) desiy
gsill 138 b AaSsall Badsi Joadi 3 Liad aali 21 a1 o(Js)s) asmaad) W) 35udl 3
LA e

g Cre cilags Bany Aual) cuagl

J8 e sl Lemii DG U8 (e slon AN AaSpal Jb olai jpglit (& hain) 350 )
Jueel daglay ana ae il Loy @lldy 4l clalaially A0 culd Al e Sal) Culgal
O 3Ny ailllaiay Faabusall SN Al Gaalail) ddee (8 il By i e AN el
sl 138 8 daalill sl ol

Gy cdanll LSy Byl (alae elael Hladl 8 calagdslly clSal) Ll g0 Jpeds Y
Jadl daalial) 585 Zalal) dale alll (A5 o) e Dbl 3)5Y) o (8 Aa el daalusal
G e IYL i) S Tagyy ¢l paally (g2l Gud )l 5l 381 Gulae e Cuaia
Jiiaal) 5)3Y) Gulaa gime 50 Jandi e ¢ ubll AL shaiall Cilawdl aglias (s2e A
e %0 o a5 aend Wl Yy Gulaal) Gygame b Aglie] duadd Jia ¥ Y sl say)
(Al agd

i g 3 5l a8 dald o Ghlaal sylay Al sy 5 Ll Geds Ll Y
iala dlic plac) 59 pa Al gY) gall Jlae A Gljliany leilileal ihaa auis de i
Aaalyall Liall sy LDy Llalls 4dalal) Zaaall JleeY

Gloglee o ggind dgys0 Glydis Adle Lyl laa) DA e 18y ~lad)) lase Jonis . €
A g ST adlsally dil) lipdal) (e BaliY) ae cdille Baga Gl (pasa) Adle e Al
posilly il S e Iy Lae albadd) qilaaly cplalally Gpaalisdll pe dualgill el
cJoal sl Ae yu g

aasill 13 acx Jeo RS Gl 2l oSall foabiey AENVG alad) g Uil Clusall agi of .0
Lalall lglonse W8S 3 4 Jend baily &40 ol 13 il KD aeally sailadl s
@Y aladl) dylaay A8lasll Aol e Gla Gunliy salall P e cllyy Lalilly

- Sl



ABSTRACT:

This study focuses on Corporate Governance (CG) and its impact on
performance efficiency in the Joint Stock Companies.

The research problem mainly focuses on the need of the Joint Stock Companies
for a proper implementation of the CG principles, especially that many of them
suffer from lack of transparency and weakness of applying CG. The research
problem also lies in investigating the impact of applying CG on the performance of
the Board of Directors and Executive Management, and its contribution to the
integrity and quality of the goals, plans, and to insure the integrity of strategic
decisions, and fighting & controlling financial and managerial corruptions in Joint
Stock Companies; furthermore, the problem is to what extent does the adherence to
the principles of disclosure and transparency affect the investors' confidence and
availing financing opportunities and activating the implementation of CG in this
type of companies.

The importance of this research stems from the rareness of the applied
researches conducted in the field that examine the relationship between CG and
performance, and the urgent need for proper implementation of Corporate
Governance principles by identifying the experience of some countries and the
principles issued by some of the specialized international bodies in the way that
leads to achieving the objectives and desired results from the implementation of this
method in listed Joint Stock companies. The importance as well lies in its attempt to
link the CG and its role in raising the efficiency of the performance, and taking
vivid and practical examples through the applied studies on community companies
in order to link the theoretical concept of governance with its practical aspects, in
addition to the urgent need to introduce, educate and train the senior leaders,
managers and those interested in the importance of CG and its role in the protection
of business organizations and reducing the prevalence of favoritism and fighting
and controlling financial and administrative corruption, beside its role in activating
and enhancing accountability and administrative and financial control mechanisms.

The study aims at achieving several objectives, among them, to identify the
relationship between the proper implementation of CG and its impact on
performance efficiency in the public listed companies. In addition to identifying the
role of proper implementation of CG in achieving objectives, plans, strategies,
ensuring the integrity of the decision making process and fighting & controlling
financial and administrative corruption in such type of companies.

The Research Examined the Following Hypotheses:

I.  The first hypothesis is (The implementation of the Corporate Governance
affects the performance of the Board of Directors to effectively carry out its
functions and responsibilities in Listed Joint Stock Companies).

Il.  The second hypothesis is (The proper implementation of the Corporate
Governance contributes to the integrity of the goals, plans, and strategy,
which improve the performance of the listed Joint Stock Companies).

1. The third hypothesis is (The compliance with disclosure and transparency
principles leads to enhancement of investors’ confidence, the provisions of



financing opportunities, and helps the activation and reinforcement of CG
implementation).

IV. The forth hypothesis is (The proper application of the CG contributes in
fighting and controlling financial and administrative corruption in Listed
Joint Stock Companies).

The researcher adopted in this study, the historical method to examine the
previous studies and deductive method to formulate the research hypotheses. The
descriptive analytical method including statistical analysis has been used for
collecting and analyzing data for testing hypotheses. The case study was used to
assess CG implementation status by the Saudi Joint Stock Companies listed in
Saudi capital market. The comparative method was also used in the study. The
Study is limited to a sample of Joint Stock Companies listed in the Saudi Capital
Market. The study covered the period from Year 2000 to 2010.

The contents of the study include introduction, four chapters and conclusion.
The introduction examines theoretical framework and review of previous studies.
The first chapter includes the literature review on CG evolution, theories,
definitions, importance, principles & guidelines of CG, limitations, and CG
implementation challenges, and CG concepts from Islamic perspective. The second
chapter highlights the importance of the public listed companies, their management
techniques, CG international best practices and the experience of Saudi Arabia in
CG. The third chapter discusses performance concept, its major elements and
indicators and its relation with CG, in addition to highlighting some examples of
some international companies collapsed due to CG failures and weakness of CG
implementation. The fourth chapter focuses on the definition of community
research, and discusses the field study including the research sample, data analysis
and testing of the hypotheses. Whereas the conclusion included the results,

recommendations and suggestions for further studies.

The Study Reached Many Results, Among Them the Following:

1. Itis clear that there is a positive relation between CG implementation and Board
of Directors performance, which contributes positively to company overall
performance.

2. Majority of the responses give positive indication about the respondents’
satisfaction that good practices of CG lead to rational and quality objectives,
plans, strategies and decisions and help in following-up their execution properly,
which contribute positively to performance efficiency.

3. Itis obvious that there is a positive statistically significant relation between good
transparency practices and enhancement of investors’ confidence, availability of
financing opportunities and enhancement of applying CG in the public listed
companies, which contribute positively in improving company’s performance.

4. It is clear that there is a statistically significant difference between the
respondents’ answers, which respondents agree that good implementation of CG
leads to financial and administrative corruption control and reduction, which
contributes positively in enhancing companies’ performance efficiency.



5.

Most of the companies which achieved good rating in CG implementation as per
case study, have recorded and enjoyed positive growth in profitability, or they
were able to reduce their losses during a period of five years. On the contrary, the
companies which achieved low rating in CG compliance have recorded low
profitability or significant losses. This shows the positive relation between good
CG implementation and profitability growth, resulting in performance
enhancement.

. The implementation of CG in the Kingdom of Saudi Arabia has significantly

contributed in improving the level of the disclosure and transparency in the
capital market and enhancement and reinforcement of applying CG in the Saudi
public listed companies.

The Study Recommendations Can Be Summarized As Follow:

1.

The importance of continuously revising effective CG code by the companies
themselves or by regulatory bodies to suite the business size and nature, by
benefiting from successful international experience in CG. This code should be
implemented and enforced gradually.

. Activate the role of Compensation and Nomination Committee in selecting Board

Members and Senior Executives, by giving special emphasis on integrity and
experience relevant to required positions. It is also important to link executive
management team compensation with their measurable objectives achievement
and performance. In addition to activating the role of the independent Director in
the Board of Directors (the independent director is a director who doesn’t
represent any corporate body or owns more than 5% of the company).

. Formation of Risk management committee at Board level as well as department

for risk in Joint Stock companies, especially if company business size is large
and deals with speculation in raw materials. It is also recommended that
companies should give special attention to internal and external audit and their
independency and both should report to Audit Committee.

Activate disclosure & transparency practices through issuing quality and
informative annual and period reports, including financial and non-financial
information (material) and publish them on time to stakeholders including
shareholders through all means of communication such as websites, newspapers
and other type of media.

. Governments and its institutions should commit themselves to good governance

practices as well as to creating supportive corporate culture, adopting CG
awareness and training program for leaders, mangers and public. This could be
achieved also by formation of independent and efficient transparency and anti-

corruption institutions.
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