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Abstract: The aim of this study is to investigate the relationships of corporate social 

responsibility, management characteristics, namely; board size and meetings, and audit 

characteristics, namely; audit quality and audit report lag with corporate performance 

among the manufactured companies in Saudi Arabia. A Pooled Ordinary-Least Square OLS 

regression is utilized to estimate the associations proposed in the hypotheses on 180 firm-

years observations (2015-2017) from annual reports. The study finds that corporate social 

responsibility, board size, board meetings and audit quality are positively associated with 

corporate performance. Additionally, this study reports an inverse association of the audit 

report lag with corporate performance. Importantly, the study suggests that regulators, 

especially Saudi stock exchange, should mandate companies to disclose all relevant 

information related to corporate social responsibility in a transparent and timely manner, 

and increase law enforcement to enhance good corporate governance practices. For 

companies, this study proposes that they should emphasize more on enhancing the role and 

the disclosure quality of their social responsibility, board of directors and the audit quality 

issues, as this enhancement may positively influence their performance. 
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Introduction 

The issue of the association of CSR with firm performance has incrementally been 

a focus of both academia and practitioners (Feng et al., 2017). The world 

encounters numerous threats associated with socioeconomic issues and changes in 

global climate (Barrio, 2010). The ability of the earth to function as a source of 

resources and the pollution reservoir is deteriorating because of the humanity's 

environmental footprint, which is increasing rapidly (Milton, 2010). Firm managers 
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perceive themselves as obliged to participate in sustainable business practices and 

corporate social responsibility (CSR) (Pomoni, 2009). CSR promotes the ideology 

that governments, businesses and other stakeholders could operate in harmony to 

create a better world (Pava, 2008). These advocates require the organizations to 

exceed the expectation in conducting their effect on their local society and 

communities and their commercial activities in their decision-making processes 

(Kermani, 2006). Freeman and Hasnaoui (2011) shows that the proponents of CSR 

use the triple bottom lines to regulate the business models which considers the 

shareholders satisfaction'' the environmental and social needs of societal 

stakeholders. Firms integrate corporate environmental and social responsibilities in 

their strategies of marketing in order to grow and sustain competitive advantage. 

Subsequently, they attain higher degree of financial performance. CSR is identified 

as an expensive form of investment in which firms could strengthen the foundation 

within a community and achieve a high intrinsic value. Hence, they attain a higher 

level of performance and financial performance (Husted & Allen, 2007). In 

summary, mitigating the expenditures, inclusive of the CSR operations, the 

integration of CSR activities into the present business frameworks is treated as an 

important factor for corporate leaders. This is an important aspect since the 

business executives are the shareholders’ agents focused at strengthening the 

competitive and financial positions of their organizations (Karnani, 2011; Yuan et 

al., 2011).  

The extant research linking CSR and firm performance has reported mixed and 

inconclusive results (Baron et al., 2011; Schreck, 2011; Baird et al., 2012; Fu & 

Jia, 2012; Feng et al., 2017; Salehi et al., 2018). It is crucial to highlight that the 

previous studies on corporate performance evaluated under varying regulatory 

audit markets and business environments with more emphasis on the Anglo-Saxon 

countries. In Saudi Arabian context, there is a paucity of research connecting CSR 

and firm performance. There are however concerns on the relationship of CSR and 

firm performance of Saudi Arabia companies. This study differs from the past 

researches in that it evaluates the relationship between the firm performance and 

CSR among manufacturing Saudi Arabian listed companies using recent data.  

With regard to linking corporate governance mechanisms and firm performance, 

several theoretical and empirical studies report that the corporate governance 

mechanisms are related to firm performance (Claessens & Yurtoglu, 2013; Kao et 

al., 2019). The corporate governance mechanisms (e.g., board characteristics and 

audit quality characteristics) resolve conflicts of interest between shareholders and 

managers that, in turn, may enhance firm performance (Aydin et al., 2007). 

Outstandingly, addressing the issues arising from the crises and alignment of 

shareholder, lowering of conflicts of interest or management interests, there has 

been proper documentation of corporate governance which will in turn improve the 

firm performance (Al-Twaijry, 2007; Al-Abbas, 2008; Al-Moataz & Basfar, 2010). 

The emphasis of lender, regulators, investors, and other stakeholders in the present 
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business market has increasingly been on the corporate governance. Similarly, 

corporate governance correspondingly offers the structure by which the firms 

follow in order to set its objectives, monitor performance, and achieve the 

objective.  Thus, the aim of this study is to examine the associations of CSR, board 

size and board meetings with firm performance among manufactured listed 

companies in Saudi Arabia for the period ranging from 2015 to 2017.   

The rest of the paper continues as follows. The next section briefly discusses the 

theoretical review and the development of hypotheses. The third section describes 

the research design and methodology. The empirical results and discussions of the 

study are reported in the fourth section while in the final section, conclusions and 

implications are drawn. 

Literature Review and Hypotheses Development  

Kanji and Chopra (2010) particularly reported that failures of CSR make firms to 

lose too much of their resources. Instances of this failure include, the case of 

General Electric failure to clean up Hudson River of organic pollutants, Bhopal 

Gas Tragedy, recall of millions of toys globally by toy giant Mattel for using lead 

poisoning paint, Exxon Valdez incident in Alaska, etc. Essentially, CSR is 

considered to have an indirect and direct influence to business’ bottom line as well 

as guarantee the long-term performance. It is evidenced that companies which 

incorporate CSR activities in their operations strategies exists longer than those 

that do not (Kanji & Chopra, 2010; Bihari & Pradhan, 2011). Raghubir et al. 

(2010) indicated that companies are constantly exploring the relationship between 

their CSR performance and activities. It is documented that CSR practices when 

applied contribute to the firm performance (Wu, 2006; Van der Laan et al., 2008). 

Further, companies with sound financial positions adopt CSR practices because 

they acquire more resources to deal with social problems (McGuire et al., 1988; 

Chen & Wang, 2011). There is a direct bearing on each other between CSR and 

firm performance (Scholtens, 2008). With support to this, Peloza (2009) conducted 

a review of 128 studies investigating the association of CSR with firm performance 

and found that the majority of these studies reported a positive association. Further, 

Martin et al. (2009) indicated that as companies involve in CSR activities, their 

reputation and commitment increase and they can maintain their long-term 

business success. Waddock and Grayes (1997) evidenced that the alignment of the 

social goal with the business goal in which CSR is deemed as a strategic tool can 

strengthen stakeholder relations which, consequently, increases the firm’s 

performance.  

In consistent with this, several empirical studies found a positive relationship 

between firm value and CSR (Waddock & Graves, 1997; Xu & Zeng, 2015; Crifo 

et al., 2016; Lee & Jung, 2016; Choongo, 2017; Nyeadi et al., 2018). There are 

justifications that can be identified for the positive association of CSR and firm 
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performance. Based on the above discussions, the following direct hypothesis is 

stated: 

H1: Corporate social responsibility is related positively with corporate 

performance. 

Since board of directors is a decision-making group, its size may affect its 

effectiveness and, consequently, may influence the decision-making process 

(Harford et al., 2008; Dwivedi & Jain, 2005). Board size is one of the key 

characteristics influencing firm performance examined by the previous research 

(Lipton & Lorsch, 1992; Coles et al., 2008; Berezinets et al., 2017). Resource 

Dependence Theory suggests that larger boards are more efficient than smaller 

ones. This is because large number of board member as observers means better 

management monitoring (Pfeffer & Salancik, 1978; Pearce & Zahra, 1992). The 

resource dependence theory agrees with the perception that to the external 

environment companies are afforded connections to access required resources. 

With regard to this theory, there is a diversity in relation to members’ skills, 

backgrounds, and expertise in larger board of directors' size. This can produce an 

increased wealth of ideas that can generate augmented monitoring and controlling 

functions which, in turn, may affect corporate's performance levels (Dalton et al., 

1999; Brown et al., 2011). The board size affects its general capacity to function 

effectively, with smaller boards, which are often viewed to be less effective with 

respect to acquiring external funding, their budget leverage and amount from an 

environment that is consequently related through increased degrees of firm 

performance (Goodstein et al., 1994). In support with this, several empirical studies 

found a positive association between board size and firm performance (Pearce & 

Zahra, 1992; Dalton et al., 1999; Kiel & Nicholson, 2003; Dwivedi & Jain, 2005; 

Coles et al., 2008; Jackling & Johl, 2009; Sheikh et al., 2012). Based on the above 

discussions, the following direct hypothesis is stated: 

H2: Board size is related positively with corporate performance. 

The frequent meetings of the board give an indication to a greater capability of 

monitoring, advising, and disciplining management (Lipton & Lorsch, 1992; 

Jensen, 1993; Vafeas, 1999). Brick and Chidambaran (2010) documented that one 

of the important board's oversight function is the board activity. An empirical study 

carried out by Vafeas (1999) on 307 companies that were listed within the period 

1990–1994 in the USA agree with the argument that, after the occurrence of a 

crisis, the boards should have meetings more frequently, as it would improve their 

performance. Additionally, Karamanou and Vafeas (2005) reported that the effect 

of having board meetings on firm performance may differ with relation to firm-

level characteristics as well as legal and institutional practices and country-specific 

CG. Al-Ghamdi (2012) reported that there existed a negative relationship between 

management of earnings and board meetings in Saudi Arabia. The finding supports 

the notion that increasing the board meetings frequency leads to increase in the 
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level of monitoring. Based on the above discussions, the following direct 

hypothesis is stated: 

H3: Board meetings are related positively with corporate performance. 

Research Design and Methodology 

Sample and Data 

The data regarding the CSR, BD_SIZE, BD_MEET, LAG, AUD and FP are hand-

collected from the annual reports of the manufactured listed companies in Saudi 

Stock Exchange (Tadawul) for the period ranging from 2015 to 2017 as depicted in 

Table 1. Excluding outliers and incomplete data, the sample size was reduced to 

180 observations as a final sample eligible for inclusion in the analysis of corporate 

performance model. 

 

 
Table 1: Analysis of the sample 

Sample  Observations 

Total observation 201 

Observations discarded (outliers) and incomplete data (21) 

Final sample 180 

 

Model Specification 

The economic model is used to develop a model of CSR, BD_SIZE, BD_MEET, 

LAG, AUD and FP. The variables proposed for inclusion in the model captures 

differences in the costs of agency relationships. Since the dependent variable is a 

continuous, metric scale measurement, to estimate this model, Multivariate 

Analysis is applied using pooled OLS regression. The functional equation of the 

pooled OLS regression model is utilized to determine the extent of the association 

of each of the independent variables on the FP. 

 FP (ROA & ROE) = β0 + β1 CSR + β2 BD_SIZE + β3 BD_MEET + 

Control Variables + e…………...… (1)  

Where: FP = Corporate Performance (ROA measured by Net income divided by 

book value of total assets & ROE measured by Net income divided by book value 

of total equity), CSR = Corporate Social Responsibilities measured by donation 

amount + expenditures of training and other working condition improvement + 

community involvement expenditures, BD_SIZE = Board size measured by the 

total number of directors sitting on the board, BD_MEET = Board meetings 

measured by the number of board meetings during the year, Control Variables: 

AUD = Audit quality measured by"1" if an auditor is a Big 4, "0" others, LAG = 

Audit report lag measured by A number of calendar days from fiscal year- end   to 

the date of the auditor’s report, Firm size measured by log10 of total assets, leverage 

measured by long term debt-to-total asset ratio, and firm age measured by the 

number of years since the company was established, and e = error term. 
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Since the pooled OLS regression is used to test the hypotheses, outliers are 

detected and handled, assumptions of multicollinearity, normality, 

heteroscedasticity, linearity and autocorrelation are also evaluated. To minimize 

the effect of the expunged variables and to increase the predictive ability of the 

model we include several of control agency-related variables, such as, firm size,  

firm leverage, the firm age, audit quality, and audit report lag; that have been 

uncovered by the related literature to be associated with firm performance  (Jensen 

& Meckling, 1976; Fama & Jensen, 1983; Haniffa & Hudaib, 2006; Aljifri & 

Moustafa, 2007; Afify, 2009; Bhatt & Bhattacharya, 2017; Mishra & Kapil, 2017; 

Palaniappan, 2017; Kao et al., 2019). 

Empirical Results and Discussions 

Table 2 shows the descriptive statistics of the variables. It depicts the mean, 

standard deviation, minimum and maximum of each variable in the sample data set. 

 

Table 2: Descriptive statistics (N = 180) 

. Mean Minimum Maximum Std.Deviation 

ROA  0.51 -0.78 0.07 0.07 

ROE  0.07 -11.99 29.80 0.13 

CSR  19600616.45 11300 176251000 31394360 

BD_SIZE 8 5 15 1.648 

BD_MEET 5 2 22 2.315 

Control variables     

LASSET 7769005074 93467447 97073302267 15718467531 

LEV 0.4374 0.02 8.90 0.65971 

FIRM_AGE (years) 27.81 2 62 14.40 

LAG (days) 55 9 159 23.200 

AUD 
Big 4 

87 (48.1%) 

Non-Big 4 

93 (51.9%) 

Total 

180 (100%) 
 

 

Table 2 displays that there is a significant range of variation among the considered 

sample of this study. It is shown that the range of ROA is from -0.78 to 0.075 with 

an average of 0.51 and a standard deviation of 0.07. The mean of ROE is 0.07 with 

a maximum of 28.80 and a minimum of -11.99 and a standard deviation of 0.13. As 

the for hypothesized variables, Table 3 illustrates that the mean of CSR is 

19600616.45with a maximum of 176251000 and a minimum of 11300 and a 

standard deviation of 31394360. The range of BD_SIZE is from 5 to 15 with an 

average of 8 and a standard deviation of 1.648. The mean of BD_MEET is 5 with a 

maximum of 22 and a minimum of 2 and a standard deviation of 2.315. Regarding 

LAG, the mean is 55 with a maximum of 159 and a minimum of 9 and a standard 

deviation of 23.200. As for the AUD, 48.1% of the manufactured Saudi companies 

are audited by Big 4 audit firms and 51.9 are audited by non-Big 4 audit firms. 

With respect to the control variables, the mean of LASSET is S.R 7769005074 with 



POLISH JOURNAL OF MANAGEMENT STUDIES 

Omer W.K.H.,
 
Aljaaidi K.S., Habtoor O.S. 

2020 

Vol.21 No.1 

 

 
257 

 

a maximum of S.R 97073302267and a minimum of S.R 93467447 and a standard 

deviation of S.R 15718467531. The LEV ranges from 0.02 to 8.90 with an average 

of 0.4374 and a standard deviation of 0.65971. The range of FIRM_AGE is from 2 

to 62 with a mean of 27.81and standard deviation of 14.77. 

 
Table 3: Correlation matrix of independent variables (N = 180) 

 CSR BDE_SI

ZE 

BDE_ME

ET 
AUD LA

G 

LASSE

T 

LE

V 

FIRM_A

GE CSR  1        

BD_SIZE .214*

* 
1       

BD_MEE

T 

.-

.042 
-.174 1      

AUD .244*

* 
.276 .065 1     

LAG -.038 .022 .039 -.010 1    

LASSET .574*

* 
.342** -.008 .329*

* 

-

.107 
1   

LEV -.051 0.020 .025 .329*

* 

.175

* 
.116 1  

FIRM_A

GE 
.020 .079 .205** .005 .066 -.181* 

.06

1 
1 

 

As shown by Table 3, the correlation matrixes verify that no multicollinearity 

exists among the variables, as none of the variables correlates above 0.90. All the 

variables have a correlation of equal to or less than .574. 

Pooled Ordinary-Least Square (OLS) was used to evaluate the level of effect of the 

hypothesized variable on the corporate performance using SPSS.  Tables 4 and 6 

report the estimated model coefficients, the associated significant test results, the 

adjusted R
2
s and the F-values for the corporate performance models.  In particular, 

Tables 5 and 6 portray the results of the Pooled OLS regressions for each of the two 

corporate performance models. The F-values for each of the two models are 

statistically significant at the 1% level, indicating that the overall model can be 

interpreted.  The adjusted R
2
s for the ROA and ROE models are 23.10% and 10.80, 

respectively. The statistics show that the ROA model has explained 23.10% of this 

variance and the ROE model has explained 10.80% of the total variance in the 

corporate performance. This indicates a moderately good fit of the each of the two 

corporate performance models.  

 
Table 4: Pooled OLS Analysis Results–ROA & ROE (n = 180) 

 ROA ROE 

Variables Coef. t P> |t| Coef. t P> |t| 

Hypothesized Variables       

CSR 0.281 3.486 0.001 0.264 3.036 0.003 

BD_SIZE 0.114 1.569 0.118 0.135 2.026 0.044 

BD_MEET  0.137 2.022 0.045 0.137 1.848 0.066 
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Control Variables       

LASSET -0.321 -3.596 0.000 -0.304 -3.161 0.002 

LEV -0.071 -1.057 0.292 0.098 1.360 0.176 

FIRM_AGE 0.143 2.079 0.039 0.035 0.473 0.637 

AUD 0.246 3.545 0.001 0.16 2.488 0.014 

LAG -0.249 -3.779 0.000 -1.55 -2.179 0.031 

Adjusted R
2
 23.10 10.80 

P-value 0.000 0.000 

Model F-stat. 8.070 3.855 
Bold = significance at 1%, 5% and 10% (one-tailed significance) 

 

Tables 4 displays that CSR was associated positively with FP for the both ROA and 

ROE models (p-value < 0.00, one-tailed significance). This indicates that CSR 

practices among Saudi manufactured companies contribute to firm performance. 

This result is consistent with the stakeholder theory and the previous empirical 

studies (Waddock & Graves, 1997; Xu & Zeng, 2015; Crifo et al., 2016; Lee & 

Jung, 2016; Choongo, 2017; Nyeadi et al., 2018). Therefore, H1 is accepted. 

With regard to the association between BD_SIZE and FP, a marginal positive 

association was documented for the ROA model (p-value < 0.10, one-tailed 

significance) and for the ROE model (p-value < 0.05, one-tailed significance). This 

result is in line with the prediction of the resource dependence theory suggesting 

that the diversity in relation to members’ skills, backgrounds, and expertise in 

larger board of directors' size can produce an increased wealth of ideas that can 

generate increased monitoring and controlling functions which, in turn, may affect 

corporate's performance levels. This result is consistent with the extant empirical 

studies (Pearce & Zahra, 1992; Dalton et al., 1999; Kiel & Nicholson, 2003; 

Dwivedi & Jain, 2005; Coles et al., 2008; Jackling & Johl, 2009; Sheikh et al., 

2012). Thus, H2 is accepted.    

As for the association of BD_MEET and FP, a positive association was 

documented for the both ROA and ROE models (p-value < 0.05, one-tailed 

significance). This result is consistent with the prediction of the agency theory 

suggesting that board implies high levels of monitoring, advising and disciplining 

management if the frequency of the meetings is high. In addition, this result is 

consistent with the empirical findings of Vafeas (1999) and Karamanou and Vafeas 

(2005). Thus, H3 is accepted.   

Conclusions and Implications 

The main objective of this study is to examine the associations of corporate social 

responsibility, board size, board meetings, audit quality and audit report lag with 

firm performance among 180 manufactured listed companies in Saudi Arabia for 

the periods ranging from 2015 to 2017. A quantitative approach was adopted to test 

3 specific hypotheses developed for the corporate performance two models.  
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From the analyses conducted, corporate social responsibility was associated 

positively with firm performance which indicates that corporate social 

responsibility practices among Saudi manufactured companies contribute to firm 

performance. This result is consistent with the stakeholder theory and the previous 

empirical studies (Waddock & Graves, 1997; Xu & Zeng, 2015; Crifo et al., 2016; 

Lee & Jung, 2016; Choongo, 2017; Nyeadi et al., 2018). Further, board size is 

found to have a positive association with firm performance. This result is in line 

with the prediction of the resource dependence theory suggesting that the diversity 

in relation to members’ skills, backgrounds, and expertise in larger board of 

directors' size can produce an increased wealth of ideas that can generate increased 

monitoring and controlling functions which, in turn, may affect corporate's 

performance levels. This result is consistent with the extant empirical studies such 

as Bhatt and Bhattacharya (2017), Coles et al. (2008), and Rodriguez-Fernandez et 

al. (2014), Sheikh et al. (2012) Mishra and Kapil (2017) Yasser et al. (2017). As 

for the association of board meetings and firm performance, a positive association 

was documented. This result is consistent with the prediction of the agency theory 

predicting that board implies high levels of monitoring, advising and disciplining 

management if the frequency of the meetings is high. In addition, this result is 

consistent with the empirical findings of Vafeas (1999) and Karamanou and Vafeas 

(2005).  

Saudi government, stock market, and accounting and auditing regulators would 

gain new insights from this study in terms of the extent to which regulations, laws, 

codes of corporate governance, decrees, and resolutions are implemented by 

companies especially those related to social and environmental issues. This study 

contributes to the body of knowledge and the growing empirical literature about 

CSR and corporate performance, and encourages further research on such 

association. There is still an opportunity for future research to examine other 

corporate governance mechanisms such as audit committee characteristics, 

ownership classifications. In addition, future line of research could replicate the 

same models in different GCC countries and other Middle East countries.  
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STOWARZYSZENIA KORPORACYJNEJ ODPOWIEDZIALNOŚCI 

SPOŁECZNEJ I WŁAŚCIWOŚCI ZARZĄDZANIA Z WYKONANIEM W 

ARABII SAUDYJSKIEJ 

Streszczenie: Celem tego badania jest zbadanie związków społecznej odpowiedzialności 

biznesu, cech zarządzania, a mianowicie; wielkość zarządu i spotkania oraz cechy audytu, 

mianowicie; jakość audytu i raport z audytu są opóźnione w stosunku do wyników firm 

wśród produkowanych firm w Arabii Saudyjskiej. Do oszacowania powiązań 

zaproponowanych w hipotezach na podstawie 180 rocznych obserwacji (2015-2017) 

z raportów rocznych wykorzystuje się regresję OLS z puli zwykłych i najmniejszych 

kwadratów. Badanie pokazuje, że społeczna odpowiedzialność biznesu, wielkość zarządu, 

spotkania zarządu i jakość audytu są pozytywnie powiązane z wynikami firmy. Ponadto 

w tym badaniu wykazano odwrotny związek opóźnienia w raporcie z audytu z wynikami 

firmy. Co ważne, badanie sugeruje, że organy regulacyjne, zwłaszcza saudyjska giełda 

papierów wartościowych, powinny upoważnić firmy do ujawnienia wszystkich istotnych 

informacji związanych z odpowiedzialnością społeczną przedsiębiorstw w sposób 

przejrzysty i terminowy oraz zwiększyć egzekwowanie prawa w celu wzmocnienia dobrych 

praktyk w zakresie ładu korporacyjnego. W przypadku przedsiębiorstw niniejsze badanie 

sugeruje, że powinni oni położyć większy nacisk na zwiększenie roli i jakości ujawnienia 

ich odpowiedzialności społecznej, zarządu i kwestii jakości kontroli, ponieważ to 

ulepszenie może pozytywnie wpłynąć na ich wyniki. 

Słowa kluczowe: CSR, cechy zarządzania, wydajność, Arabia Saudyjska. 
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沙特阿拉伯的企業社會責任與績效管理相關聯 

摘要：本研究的目的是研究企業社會責任與管理特徵之間的關係。董事會規模和會議，

以及審計特點，即；沙特阿拉伯的製造公司中，審計質量和審計報告與公司績效落後。

利用匯總的普通最小二乘OLS回歸，從年度報告中基於180個公司年的觀測值（2015-

2017）估計假設中提出的關聯。研究發現，企業社會責任，董事會規模，董事會會議和

審計質量與企業績效呈正相關。此外，本研究報告了審計報告滯後與公司績效的反相

關。重要的是，研究表明，監管機構，特別是沙特證券交易所，應責成公司以透明，及

時的方式披露與企業社會責任有關的所有相關信息，並加強執法力度，以加強良好的

公司治理實踐。對於公司而言，這項研究建議他們應該更多地強調提高其社會責任，

董事會和審計質量問題的作用和披露質量，因為這種增強可能會對他們的績效產生積

極影響。 

關鍵字：企業社會責任，管理特徵，績效，沙特阿拉伯 

 


