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WACCT 15538 sy b o3 35 el uly LS sl o giall :WACC
ARl Eun WACC2  LSLall &5 s i plliall ol G alidiuly o
KL 3 gt LS Sl sie bl Gulidl (g jaall il asYl

pladials oAl By pladils 3 50 ik s 93y Lol 38 8 2RI
5 saall Gyl

el TS 1R

Ll ety G gall (Jlaa] D

il Ltandy IS 353 Jlaa|E

A il Jpod) laa] g sbas g3 dagaill Maa] Y
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(Independent Variables) diicall &of yadiiall

oo phdialy s w8y duboall sda 5 JTiwall uital LeSsall Jis
£ 550 ¢(BSIZE) 8,03y (ulae ans ¢(BIND) S lu¥) Gulas L& Jads ol yde
ool Ll oyl ((AUDCO) 38 Tiad ugas «(GEND) &,0¥) Gulae & (souial
i el (OWCON) ZSLal 3<,55 «(BOWN) 5,1yl ules &SLa o(CEOD) (sl
el slinel Lot IMA (o 2505 (BIND) 50yl ulacs &M Za0 o o(2) Json
Abu Alia & Mardawi,) gulaall clinel ¢ gane (M Guiadiall fpuaall 508 G 35l0Y)
(Pham ef al., ulaal) 3 elae¥] sany Gusd 433 ¢(BSIZE) & l¥) Gulas ana L (2021
o S Galae sliael sie Ll o3 ((GEND) g puial ¢ giill o s apiaily 2012)
3528 Ll (Usman ef al, 2019) ulaall slsel sand (KU ¢ ganall (e 5y
AL Guas ¢(Dummy variable) Liaay | 330 4dim gy (sl 438 ((AUDCO) 3:8.00 sl
Black et al., 2012; Lorca et al.,) HIRRRYS T‘,s...: Lasill g ¢ (3805 Lt gy Sl (8 1 Loadll
e Lany | itie b 5o (CEOD) (il (put )l o3l (oS 33 IS (2011
a3 Shis Lanill g B10Y) Gulas iy dudd 58 (3 Gudt ) T Jla 8 1 daadll
S8y Ludas d<Ls Lo <(D6gan & Acar, 2020; Kamarudin et al., 2012) EIN A
S saalls Blee 3oI0Y) Gulae cbisel LSlay Al agund) Luwdy @oad 485 ¢(BOWN)
Lo ceasiiad |l . (AlHares, 2017; Ashbaugh-Skaife ef al., 2004) &gliall ageudl
LS K55 G el gl K saall () nealine 10 55T LeSlay (SN ags!
) .(Anwar etal., 2019) ZOWCON)

(Control Variables) dasladl &of yaidiall

LSadl aan o JS Lulyall sia (8 aaan) Al oluldl) ae Ll;.“ul
80929 «(Financial Leverage) Llall dadl )l ((Growth Options) seill ol LA «(Firm size)
Aasls @l st gdn g ‘(Audit Firm type) Gl &yl p g Yias (Audit Quality) Sasaall
oL «(Gill & Obradovich 2012; Haniffa & Hudaib, 2006; Doukas et al., 2000) <Ll yul L“q_q\,s
S8 saill @liba s Ll8all . (Doukas e al., 2000) (FSIZE) &, &) ana (ulid) Jsua¥l
sy (Market to Book Ratio (MB)) J g3 & 380l Laadll ) 5 gal) Landll vty cavuns
leal L DA o cua 185 (FLEV) Ll dadl ) LT ((Abdeljawad er al., 2020)
d a5 (Gill & Obradovich, 2012) Jie Tl ool ull b Jyead) aal I ol iyl
oo oAl 3aaall S 13 1 asdl) 32T dian s Thuite (AUD) 3adis 3,8 5 95 yd3e el
.(Haniffa & Cooke, 2002) elliS oo al 13] | ydm g Big 4 LS Zas 31
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2 Jge>
Ll 3o g L yall iy
e S el
e it
WACC = (£x Ri) + (2x Rd) WACC JUb G, 48K
shliall elaS Gy e sl LS G53a LK cpun sa WACCI
Seliall Gl (g obaad) Glas¥l e oy IS 35ia BK Spwn e WACC2
AL ol st
SI0Y) ulae slinel ¢ gane (o cpoiadiill 2 clne¥l Lws BIND SY) ulae LN
5,0Y) Gulas slisei sue Jleal BSIZE 0Y) pulas ana
o0yl Gulas slisel ¢ sama oo &Y slsedl Ly GEND 3 eyl Lo
o0y Gulas
B Y sl dadls 385 Bl wpay s @ 1 gubun sa5 AUDCO BaBaill sl
Gad3 Lad ugag ave Ao 3 0 (gslun
BN pulae (i 58 AN Gus N S I T g5l 5550 CEOD oA Gl g
S Gulae oty it Gt S o1 13 0 sl
sae Jleal I 5001 Galas slae¥ Islall agudl Lus BOWN SIaY) Gulas S0
Uglaill agu¥
pead) sae Jleal Jf crealise 10 ST LSley 30 agudl OWCON ERIURE
daslal o piit
Jsa¥) ¢ sanse alle sl FSIZE el aaa
Ll e £ 3108 L Lokl J) J3odl) L35l L3 MB sl el
Laall L] Liliso LS §g8at L8 gl Loy J a3 Lo g
led L5 Lad spmny paad Sl 330U & Rdl
Jsa¥ Jdleal /oboliyl Jlea] FLEV LI dasl
130 05 Big 4 oS, o 3800 358 <3lS 1) 1 g slay 5250 AUD Sa3al &, p g

WIS (S5 Al

Lilaayl dadlaall g dadl jodl 773 gad
al DL oo Leblas,y Lbians o3 alpall Dplhal obll pan s
olyaiie Gus b pead (Sl cload) dagbs o 3831 elli g (a0 Lbliaa) ol ,LaaY)
IS Ll jull gl ;;J.H Slopiiall agd 5a3l phiasl slaal) audlul w8y cdul 5l
Cpoxite JS G Lula¥) &) agdl Correlation &l juadall G LLS Y (end audlil
BINENY | EPVKESS FRr-gvE P RNCH 1) PE RSNV EPL ) BYEN RPRES | JCH Se LN W L RTEY
Al pall @l padte G @8l LLEA) JaY (Multiple Linear Regression) sasiall g_LAJ\
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JLl Gy S e elS,al LSpa sl il pandl Jlaas¥l gise L5b a3y
S sl e s T b ol Ll IS,

WACC, = B0+ 3 BIND;, + By BSIZE;, + BsGEND;, + B3AUDCO; + BsCEOD;,

+BeBOWN;, + B10WCON;, + Bs AUD;, + BoFSIZE;, + BroMB,

+B1uFLEV + €
e a8 el puitall S Ll lass¥) edlas 8 By dladll as 5o e o Gua

(2) doa 8
Lyl eSS
Ll ¥y Ao gl slanyl

sae Gam oo elliy Lyl Lgtiead U ol il paslad (3) dsis oo
e JSI (g lmall GLas¥) dasd Sl el ¢ bl b gl eclaalinall

3 s
o sll sLasy!
Mean Maximum  Minimum Std. Dev  Observations
WACCI1 0.052 0.076 0.028 0.0128 220
WACC2 0.024 0.188 0.01 0.018 220
BSIZE 8.82 15 5 2.14 220
OWCON 0.574 0.967 0.044 0.244 220
BOWN 0.67 0.97 0.11 0.21 220
GEND 0.057 58 0 0.11 220
FSIZE 17.62 22.31 14.01 1.79 220
MB 1.02 2.41 0.2 0.36 220
FLEV 0.428 0.91 0.008 0.272 220
BIND 0.92 1 0 0.16 220
AUD 0.645 1 0 0.479 220
CEOD 0.17 1 0 0.39 220
AUDCO 0.76 1 0 0.43 220

l:eer‘d&:t.u.:‘ Qe 5.2% J\gdégjg:.\:ils JLA.“ uﬂi‘)m.ln_uaﬁla [;‘ (3) J}J%)-@-B:’

(WACC2) (s lamall Cil,ail aludid wie 1add 2.4% 5 (WACCH) LLall 3K sl
Lo (aidie sasblaall oo A lall Soss andiaall dlosh sle of el ) Causl
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IS (s siaadl sl dadas dle o LS (28%5 1% om rolon) Luboall 3558 A
aaa o a5 LS gall ol i fal Loy Lgday 5 Wby o gicall alias 3 Laddie
slael Basd (o il basias sude 155 sLael 5 o £ sls (BSIZE) 5,00y) Gulae
((BIND) (5 18iiue pullaall sia cldel oo (92%) —aliall Lalll canl gl ulaall
0574 ppanlunall JS Lo Leuid ol Lasasll 1 433 ((OWCON) Lhall 5355 L
SIS0 3ol ullans el LeSloy ) pgatl Lo Lausio O Lad (3) Jsis on
SY! Gullae 8 LW sl g Ty guia cllia o 3l o elily .67% il (BOWN)
e 17% o6 6,aT ga o 6% e JBs uiiall ligd bl bl o< ((GEND)
(CEOD) a3l 5 (50 (5385 yuio e 4613 ciisll 3 (il 5,01 pulae sl
e 64.5% sals (AUD) 35 Diad Ll olSal o 76% o ol o d il
oo WS oL L LSHl e WY .(Big 4) S Za¥l lKe aal 88 oIS,
38530 3,8 ¢ g5 (AUDCO) 335 iad 3sag «(CEOD) (il Guti,l Lial g3
A Lok Lo 13 ks (8 simy | el coandtul Liaay oluils o4 (AUD)
0.2 (s slss (Growth options (MB)) geill wlba judie o aad @bl ol yuaial
SASall (FLEV) Ll Zadl olaal) Lasl) oS S8l 102 4Ly Lawssiay 241
17.62 (FSIZE) & ,all ana al )l ol iy Loty 0.428 Ll 5538 JMA
Al yull Lnle g_lﬂ ol susiell (Correlation) LLS Y digdma (4) Joon b
Ll Lgaladly ol yuatall oy Lasé (univariate) Lala¥) d8Mall 43 58mall 038 5 a3
A L) laun Sy ¥ LU, &g Jobas o cAaan gl ol puiiall Zowilly Lol
Wl (3 il sda selis o
4 Jss>
b3 ,Y) & ghucso
BIND BSIZE GEND BOWN OWCON WACCI WACC2 FSIZE MB  FLEV
BIND 1
BSIZE 006 1
GEND -0.051 -0.204 1
BOWN -0.038 -0.114 -0.135 1
OWCON 0.013 -0.163 0.0118 0836 1
WACCI 0273 -0399 -0.158 0.001 0014 1
WACC2 0.063 -0.040 -0.073 0.009 0.012 0527 1
FSIZE 0.205 0466 -0.191 -0217 -0.298 0242 0.106 1
MB  0.145 -0.197 0304 032 0303 0.168 0253 0336 1
FLEV -0.018 0.196 0.014 -0.174 -0.063 0293 0.122 0444 002 1
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£l s (WACC) Ll Gy S s ] TMe ellin o (4) Jsia e B
ulas LML (o S5 dem o GBS 5 s nall a¥l o Gy asdid
I8 ann ((OWCON) ZSL 553 ((BOWN) 3,031 ulae ZSLs ((BIND) 5,13
i3 Bl AT dga e ((MB) saill @l ba (FLEV) Lilall Zadl ) ((FSIZE)
Loy ¢(BSIZE) 3,05¥) Lulae aaa (e JS5 (WACC) G Zubis 8o sa s M il
L caloy) LS a3 Jlal Gl TS5 o (g1 .(GEND) 8,031 ulaa 8 &Y
Al ana dlad) ASLall 35 sladl B oY) Gulae sliae] 4Sle Luus aal;;{rquAcT
B Gulas paa a3l LIS S8 el Sl Jall g0 das Ge IS @l
S5 LY s JAT Y Lula¥) oMl sda o I G Ly .4 &by Lo ol
ans¥l Julad sie ale Jumnd Lo sas Bl a3 §f 355 08 30 5,381 ol puital
Jelad Ll adinee ol iy sl hpwial Gy Bl a3 ol el
UsTall il G Liaal) LU,V eliMe of I 8,Layl Lad agall Go . lassy)
LSS s Badl Loy dBay Juss¥l Llas 3 saate LS, USAe ssay ane a3
) s Las {(OWCON) ZSLUSS 35 (BOWN) 5yl uloe &SLe (5 5uie cos 553
Asteriou & Hall ,uds &uas ¢(Multicollinearity) saaiall Ll ¥ A5 oy LlSs)
Uiio N oy e (ppdde G 09 (o adn LU delae 6 o ) (2015)
OIS 13 &uad sasiall LLs W dae o Gujarati e al. (2012) (5 Ladss cosaie LLs )
S Gulae dSLe gomite (o LLIYN G Guay 0.8 (e wyy LLIY Jelae
Lagaan (Sas ¥ Gopuiiall cpia ol ellaf 0836 alus (OWCON) 4LalIS 35 (BOWN)
Bate JJasi¥l &l Lad ealS Y] ki lani¥l £isad 3

29 AN HLAS g Lol yall 73 gad yaa85

Llohal) — Labdall cBlall sl alay el 885k aladiuly Ll pull pigad H38
(OWCON) dSLalixX 59 (BOWN) & ¥l (ulao 4Kk | 3ade als Loy ¢(Panel Data)
St AT iy (RSL S5 5 ulae ZSL) Gt sal gisad JS Jade
‘u:\;d‘g.o.u‘ M VIF d.ALa.A ERenEN KN Y .Icl.ﬁ‘)‘ U< sn (_.51 4929 pdc uLA.:A.Lg L;JJLG
VIF Jolas als Lo saatio Ll A aags Y 1 | Asteriou & Hall (2015) s dua
(% (Heteroskedasticity) LIz Jad (Robust Standard Errors) asaiul li<.10 o J3I
an g Y 4l fpad genll (Durbin-Watson Stat) {iluaal das8 g3y lasi¥ 3 (VAN INPN
(Period Fixed Effect) cyo3l el 391 audil dpudl Uadl ua 8 313 Lol 24
ol G oo L el pe 0diS Sl LISH Sl pall 57 (T A5Y
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Cnseiially Usiunal) Spuiiall o Jans¥l Julas g8 (6) 5 (5) oYsead cuw
BoY) Gulae LSLe it Lead Jaal 31 J5¥) lpail) 35 el (5) Jgan -l
&5 W g3 (6) Jsan s Laiws (OWCON) &SLa 5S35 suite 4 Jadis (BOWN)
[(BOWN) e +l5¥1 5 (OWCON) JLaa) sas gl Jus 530

0.000 (s 4lus F-Statistic (f aad (5) Jgon (& Guawbdll uadsaid SIS (e
S uiiall 5 il LS2Y Tliaa) (Y18 Gundpaill 0 ins T3y (5% o S a5
Taih e it 138 o 24% 10% awdi Lle oliy (WACCI and WACC2)
g_r'\l_.a;| L5506 L ‘:;dl Ut wall o puasadl L .‘:sJI‘,ﬂl sle <(R-square) el Jolao
515Y) Gulas 8 UYI Loasd ((CEOD) 551¥) Gulavs Lualgay) o4 il siiall e
el uaiel) debi 5uwss 8 Leal L o) s ((OWCON) &SIl X5 ((GEND)
Ll Ll (s 2805 e 5 Lt (o Ll Laan a5 (IS a3y Zibie ol gine wic
{(FLEV) LLall 228l 15 (FSIZE) 3,8l ann (MB) saill clba :dalall ol el
1% (5 5hume die Lagos Lingo Lavan 1a,50 (IS ad8

b SBY) Lo 3uby ASlall 8 KAl Bul) pe Jlall Gl d8KT alaas) o
o S — L By S,IY) ulae Llhy s Lual03¥1 Buliys B0y alona
4y LalS 45 Nosheen & Sajjad (2018) 5 Hassan er al. (2018) aa g 3] ¢d8sliull olowl yull s
g ol drilly ¥l ISy JLall el LS ceaidil (OWCON) ZSLall 5 5530
sia iy Jlall ooy LG 5 550yl Gulae 5 LY L ool LS (g mal
.(Usman et al., 2019; Stddtler, 2016; Anderson et al., 2004) C&LL = aannl)

5 Jge>
Jo¥ zigandl puasls milis
WACC1 WACC2

Indepen-  Coeffi- Std. Error Centered Indepen- Coeffi- Std. Error Centered

dent cient VIF dent cient VIF
Variables Variables
AUD 0.023 0.030 1.99 AUD 0.0013 0.0053 1.986
BSIZE 0.003 0.005 1.45 BSIZE -0.0005 0.001 1.453
AUDCO 0.005 0.026 1.73  AUDCO -0.0008 0.0045 1.733
FLEV 0.091***  0.009 1.41 FLEV 0.0117*** 0.0027 1.408
GEND  -0.107%**  0.011 1.68 GEND  -0.0367** 0.0158 1.839
CEOD -0.006**  0.0032 1.77 CEOD -0.0160***  0.0055 1.684
BIND 0.059 0.063 1.34  BIND -0.0012 0.011 1.77
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5 Jgea /g
Jo¥) Eagalll yaadh peilis
WACC1 WACC2

Indepen-  Coeffi- Std. Error Centered Indepen- Coeffi- Std. Error Centered

dent cient VIF dent cient VIF
Variables Variables
FSIZE 0.016***  0.0006 1.84  FSIZE 0.0018*** (0.0005 1.342
OWCON  -0.002*% 0.0011 1.76 OWCON -0.0184* 0.0108 1.757
MB 0.058*** 0.0033 145 MB 0.0234***  (0.0058 1.449
C 0.132 0.148 NA C -0.0065 0.026 NA
Observa- 220 Observa- 220
tions tions
R-squared 0.104 R-squared 0.2401
Prob(F-sta-  0.00 Prob(F-sta-  0.00
tistic) tistic)
Durbin- 1.466 Durbin- 1.453

Watson stat Watson stat

Fixed effect (Period dummy variables) Fixed effect (Period dummy variables)
Redundant Fixed Effects Tests: Period F Redundant Fixed Effects Tests: Period F
(Prob.) = 0.00 (Prob.) = 0.00

Robust Standard Errors

* kxkxkindicate significance at 10%, 5%, and 1%, respectively.

led oo Al eV 8 4 83 (ans ((CEOD) Laal gap¥h Glats Lo Lo
555 Y A YL (e BT JLl el TS 55 6oy lonad Lty (5050
o Juadl Lalgu3¥1 0S5 Uall i 36 31 Gulaal Ly sl Gt L
Zea o BATs g 5o (Gul & Leung, 2004) po Lol oia 355 LIS 238 Lals
G_“Ll'dl 38l s ':Lr. Jén g (Anwar er al., 2019; Kamarudin ez al., 2012) cﬁ:\:u Oe s
Resource) ol gall Loslaiel 4,85, (Stewardship Theory) 8l,a¥) 5 ae
Slats Las Lsld (Agency Theory) ULl Lola3 ae 331935 Y Lot ‘(Dependence Theory
s3g el ymy 15305 Lyte LSS L3ST g3 elally 5,00¥) 280as cdanl s33¥) yuite dasity
e 15 iS5 el 8 Zaball Laaluwal) S8 alins o () ells (8 caread) (s
oS Ui agie (s )8 9131 e i agrendiT DL e
¢(BSIZE) 3 IuY) ulae ana ((AUD) 3803 Lad vgay olyuiiel dowalls
Las§ = SIS 138 ((AUDCO) (3:8.3 Laad ysa g9 «(BIND) 3,10 Gulase & LINELLY)
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G e 500 8 Lolaa] duaal L Gl & paste LS 6T c10% (o ST Lgd p-value
Lol Jemgill e:l{;]l daanll L8 BSIZE 300yl ulae asas Glats Lad Jladl Ll
(Nosheen & Sajjad, 2018; Hassan et al., 2018; Coffie er (o S | (als Lo = sl
ol CSas .al., 2018; Shah & Butt, 2009; Ashbaugh-Skaife et al., 2006; Anderson et al., 2004)
Lo a0 Sasl (8 3115 060 Y a8 3lul) ulas sliae] sae o N daiill sda (o525
LS e a3 ;4 W A LEAS a3 Y o LA o eliae ¥ G 38163 lia als
e il oda (38338 (BIND 3 l0Y) pulae LS ) Lol Lol . agalline 328211
Ashbaugh-Skaife ez al. 2006; Pham ez (o JS C_‘.l:u e ua3ls 5 Setiany er al. (2017) C_ﬁll.s
Bradley & Chen (2014) 4l Jun 53 Lo A (yo dasiill aa Lacads (Saall (yag -al (2012)
gk 5893 by BloY) palae TINETL) 3 BALS e (8RS Jlall L, BS o 00
Y n Gl Dal) Teills Lol S Elall Tl Laes s elliS s Ao e
Black er al. (2012); Lorca er al. 2011; a8 (e wt‘dl ‘s::l.c = Lol sia 340
@iy Ol bl W3l SIS aN o) Gasall Glad o gaw Eas (Anderson er al. (2004)
Slad S5 A 30 aaliial e S Y 53 a1 flle Telis Jasd ¥ Leils
ooy LS ARS8 elld Gy SulinadU Lo lalll sia Zdels (o STy (Lads 3305
Sk (sduaiill ‘,3;01\ s §5S5 Ledie Kamarudin ef al. (2012) Ll ol T.ﬁ\g\g JLd
Olad s OB cpulaall Gy maie (A5 DA Ge BN Gulae @8 e dasde
9 s Ll obl) clabad) 8 Qllall Susad) los 8 L0 8 38l
GBS S gl Laslne 56 cs AT Lo (on - JLall Gl TS (o s g3l a1 £lla
sty lloly cllad L5308 JSLd g 555 ¢ lomdl s Aagtie (055 JLall ol 4283
Lol sl ol 0585 08 dialadl) Bull 8 Loyl oda (e 1 2Ly (Zhu, 2014)
sle (BSIZE, BIND and AUDCO) &Yal &S gall ol yiihal 51 gy poas caldl A
JL L, 233

eoli8l) d gaill 38 — T:Q.:La.u L <3 LS — (Multicollinearity) A ae e Claslly
;HZ S8 33Ty (BOWN) (ulaell slise] &Sle yuite Jlea) sy <Gisle odiw 3l
Gty il AV gipaill Lok (6) Jssa (b LY e (OWCON) ZSL
(OWCON) it Jlaal ps (BOWN) 3 luy) Gulas Lo juate

owaiall 8 uail) e 25.14% 5 11.3% e zisadd) i delliuly of Ladl
sl :CU;E e Jo 3 5e¥165% (e J3T 4 Fostatistic daxd wilS LS e Jsill e (50
BB G osaaall 5 G Y 41 B e el WACC G il el
soinll Suitall o cosne JS i LTV il il Gl (pny fonipal
Lisine (5 siume wie gisadl lin s 8 Lago it ay ¥ (550031 Gl 48 Zus)
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L Lo D)o pay M daiill i35 WACC2 o lins age SIs WACCH po 5%
) Al sl ull e 3855 Lol sda ¢ JLla) u‘fll LGy 3l Gulas SLe oy
Sl s pe i3T5 AlHares (2017) Jie Jlall (ol 5 e stgall 1agd 131 cain s
el GuSe (M eliass ) Boone et al. (2007) Jie (s AT

sle MSJ;_“ olujles Y @l o ans bo o 3833 Lalpall sda 508 o
4, LAAJ Abdullah & Valentine (2009); Davis ef al. (1997) Ja8 (po Jlafl (i, LIS
Loty oyl gadl Gyl T_Tu?d Chen & Roberts (2011); Abdullah & Valentine (2009) g <8l &/
Ul Lkl 183, Ammann ef al. (2010); Elbannan (2009) 355 o bis Wja 343
HE 4 LS sadl alulas Gli (e (L8 AUDICO g BIND 3 BSIZE & e sliialad
Al il SISl 8 L ol LS e

Lllall Ladl g «(FSIZE) & a0 asna ((MB) gaill ol lia) d.Ja:.Lall CARVELIN
e ot u-* el ool Al alulyull oS pisaidl M ednd s ((FLEV)
Jledl Gl B ae LEsde il Jladl Gy WK e o5 ey (8500 hlas 4o
o0 3l pe wlas ASlall §48a 44T (418 Modigiliani & Miller (1963) s g «dulas)
Lo 5oy (adl pdsl) o i) po Lasl ads 3 Jladl ul, 43S o Baxter (1967) s ¢ (el
383 3 hall @ISl of Berk (1995) (500 aaall Luaallyy oLl yull 508 as dﬂ‘\,.u
S sial) lall g MB Loy (yas Luabis 38Me dlia of Tran (2014) (5 s Laius < ,ST i lsle

6 Jga>
‘_;BUJI T agandl 4uass malis
WACC1 WACC2

Indepen-  Coeffi- Std. Error Centered Indepen- Coeffi- Std. Error Centered

dent cient VIF dent cient VIF
Variables Variables
AUD 0.036 0.031 2.17  AUD 0.003 0.0054 2.071
BSIZE 0.002 0.005 1.55  BSIZE -0.0005  0.0009 1.447
AUDCO  -0.003 0.026 1.88  AUDCO -0.0027  0.0046 1.832
FLEV 0.105%* 0.049 1.49  FLEV 0.0121%*%*  0.0026 1.379
GEND  -0.135***  0.011 1.96 GEND  -0.0447**  0.019 1.757
CEOD -0.011***  0.0031 1.78 CEOD -0.0071***  0.0024 1.739
BIND 0.052 0.062 1.55  BIND -0.0023 0.0109 1.347
FSIZE -0.016***  0.006 1.58  FSIZE 0.0012*** 0.0005 1.782
BOWN -0.070 0.055 1.66 BOWN  -0.0221**  0.0097 1.863
MB 0.072%* 0.034 1.66 MB 0.0259***  0.006 1.565
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B zaged) yauds =l
WACC1 WACC2

Indepen-  Coeffi- Std. Error Centered Indepen- Coeffi- Std. Error Centered

dent cient VIF dent cient VIF
Variables Variables
C 0.168 0.136 NA C -0.0136  0.0238 NA
Observa- 220 Observa- 220
tions tions
R - 0.113 R - 0.2514
squared squared
Prob (F- 0.00 Prob (F-  0.00
statistic) statistic)
Durbin- 1.579 Durbin- 1.4801
Watson Watson
stat stat
Fixed effects (Period dummy variables) Fixed effects (Period dummy variables)
Redundant Fixed Effects Tests: Period F Redundant Fixed Effects Tests: Period F
(Prob.) = 0.00 (Prob.) = 0.00

Robust Standard Errors

* Rk *E%indicate significance at 10%, 5%, and 1%, respectively.

Elas gill g sl

o) Jlall G, G e LeSsall elulos 3 JLaA1 1) bl sia co
44 1 5525 Saaline 220 ciaal @bl e, 0al a8y (el Ly g0 (8 da jaall @IS 8
Sl ity epaeals Tamygn 3 Toouall SIS, AN Ga 917% s Lo Jis ¢3S,
im0 Syl G e pane alidTals LSl S 2019 L 2015 (e Saiasl
5 S LS g Dge B Lo e iy Tl sl pall 4 clnsi Lo e ol
A daayal) T siall TSN JMA Gy JLall Gy T6SS e cpubaaal

s S ) Gulae eliel 2L o ) Jamsill 23 Jlani¥) 3L ladialy
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ABSTRACT

The Effect of Corporate Governance on the Cost of Capital of the
Companies Listed on Palestine Exchange

Muiz Abu Alia
Islam Abduljawad
Ahmad Haj Ibrahim
Amneh Attout
Tasnim Damra
An-Najah National University, Palestine.

Financial resources are scarce; hence they should be selected and allocated
optimally. Companies should compare the cost of financing resources and the
return on investments to obtain efficiency. Corporate governance may influence
the risks experienced by the companies and thus the risk premium required by
financing providers, thereby influencing the cost of capital. This study seeks to
examine the effect of corporate governance practices of Palestinian companies
on the cost of capital.

Data were collected manually from annual reports. Governance was measured
by a set of selected indicators according to the extant literature and the
requirements of the Code of Corporate Governance in Palestine. These
indicators include board independence, board size, gender diversity, an audit
committee, CEO duality, board ownership and ownership concentration,
whereas the dependent variable was measured by the weighted average cost of
capital. Finally, a multiple linear regression panel was used for the estimation
and validation of hypothesis.

The study includes 44 companies listed on the Palestine Exchange, that represent
all its sectors. The financial statements of those companies were used to obtain
data covering the period from 2015 to 2019. The stock prices and indices were
obtained from the Palestine Exchange. The interest rates were obtained from the
Palestinian Monetary Authority. The total number of observations was 220.
The results of a multiple linear regression panel indicate, on the one hand, that
companies with high ownership concentration, board ownership, gender
diversity, and CEO duality have lower cost of capital. On the other hand, the
board independence, the board size and the audit committee were insignificant
factors in affecting the cost of capital. These results are consistent with
stewardship theory and resource dependence theory.

The adoption of governance patterns relevant to identification and allocation of
financial resources may minimize the cost of capital. Although there are so many
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studies that delt with the governance, a piece of evidence on the relationship
between the governance and the cost of capital can hardly be found and is
limited to developed countries. Taking into account the different interpretations
and practices of governance across countries, the generalizability of the results
of these studies is questionable. This study provides new evidence out of the
Palestine Exchange on the relationship between governance practices and the
cost of capital.

The results of this study are related to the small and unique economy of
Palestine and may be generalized only to similar economies. The results would
guide management to the reduction of the cost of capital for Palestinian
companies by shedding light on the governance factors that have affected this
cost. Identification of these factors would have a positive impact on the harsh
economic conditions of the business environment that Palestine suffers from
because of the strict restrictions imposed by the occupation. Accordingly, the
study calls upon companies and regulators to strengthen governance practices,
particularly the increase of the presence of females in boards of directors and the
stimulation of audit committees..
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