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ABSTRACT

Impact of the Remuneration and Nominations Committee
Characteristics on the Resignation of Board Members:
An Empirical Study on Saudi Companies

Adel A. Al-Borr Hemeda M. Abdelmageed
King Khalid University, KSA King Khalid University & Al-Azhar University
KSA and Egypt

Purpose: To measure the impact of the Remuneration and Nominations Committee
characteristics on the resignation of non-executive and independent board members in
non-financial Saudi listed companies.

Study design/methodology/approach: Data is extracted from Board of Directors re-
ports, and the annual financial statements of non-financial companies, Form No. 1 &
No. 3 of the CVs of members of the Board of Directors issued by the Capital Market
Authority when running for membership of the Board of Directors.

Sample and data: The sample included 167 companies in which 319 resignations
occurred during the period from 2007 to 2022.

Results: The study found that the size, independence, and activity of the Remunera-
tion and Nominations Committee had a significant negative impact on the resignation
of non-executive and independent board members. The same result was found for the
combined index of these characteristics.

Originality/value: Due to the lack of Arabic studies in this field of study in general,
and the Saudi environment in particular. This study constitutes one of the first studies
that attempts to measure the role of the Remuneration and Nominations Committee
and its impact on the resignation of board members. The results of this study contrib-
ute to providing a clearer vision for legislators, regulators, policy makers, investors,
lenders and financial analysts about this committee.

Research limitations/implications: The study is limited to the resignation of non-
executive and independent board members in non-financial Saudi listed companies.

Keywords: Remuneration and Nominations Committee, Resignation of Members of
the Board of Directors, Non-Executive and Independent Members, Kingdom of Saudi
Arabia.

Published by the Academic Publication Council of Kuwait University. All rights reserved.

To cite: Al-Borr, A. A., & Abdelmageed, H. M. (2024). Impact of the remuneration and nominations com-
mittee characteristics on the resignation of board members: An empirical study on Saudi companies. Arab
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RNCS 2672 3.140 6 0 0.339
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Variables Observations Mean Max. Min. Std. Dev.
IBT 2672 946.970 3812 10 2908.669
IBA 2672 51.03 89 26 9.310
IBQ 2672 2.473 4 1 0.734
IBM 2672 0.721 1 0 0.449
IBO 2672 6.018 7.305 4.230 0.681
IBP 2672 0.664 0.1 0.0 0.418
IBS 2672 0.326 1 0 0.469
cs 2672 14.569 19.988 10.695 1.712
ROA 2672 0.010 0.315 -0.678 0.107
LI 2672 0.539 1 0 0.499
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Var() RBNEI RNCS RNCI RNCM RNC IBA IBT IBO IBS IBQ IBP IBB IBM CS ROA LI

60

RBNEI 1
-0.006

RNCS (i) !

rvep 0003 0262%

(0.861)  (0.000)
-0.0019 0.4266* 0.100*

RNCM 923y (0.000) (0.000) !
gve 0003 0387¢ 0535¢ 74gr ]
(0.840) (0.000) (0.000) (0.000)
pg 0059 0020 001 0019 00053
0.002) (0310) (0.565) (0.326) (0.785)
pr 00263 00111 -00108 0.0017 0.0015% 0.0448%
(0.1741) (0.5665) (0.5769) (0.9312) (0.093) (0.0206)
Bo 0036 0002 0006 0012 0023 0048F 0312F
(0.066) (0.901) (0.762) (0.550) (0.907) (0.013) (0.000)
ps D0S0Y 0026 0007 0005 00117 0065 0168% 0401
(0.010) (0268) (0.735) (0.814) (0.546) (0.001) (0.000) (0.000)
/gg 00%%% 0017 0003 0015 00013 00S6* 0385 05357* 0480%
(0.000) (0371) (0.896) (0.441) (0.949) (0.006) (0.000) (0.000) (0.000)
pp 0082 0031 0009 0000 00134 0071¥ 0339% 0584* 0461* 00791%
0.000) (0.112) (0.632) (0.999) (0.488) (0.000) (0.000) (0.000) (0.000) (0.000)
g 0082% 0018 0011 0018 002F 0081¥ 0362* 0.520% 0489% 0.566* 0.763*
(0.000) (0345) (0.556) (0357) (0.0787) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
gy DUTTE 001 0011 0019 00116 0084 0259 0.409% 0359% 0.687% 0381F 0.64%
(0.000) (0.557) (0.566) (0322) (0.549) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
cs 0098 0006 0.029% 0.036* 00104 0422% 0.061* 0013 0009 0005 0033 0020 0031
(0.000) (0.768) (0.140) (0.066) (0.591) (0.000) (0.002) (0.508) (0.647) (0.804) (0.092) (0.294) (0.106)
RO Q095 0006 0003 0002 -0031F 0081* 0435% 0.588% 0.543% 0651 0420% 0610F 0714* 0012
(0.000) (0.749) (0.861) (0.923) (0.0873) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.527)
o OL4F 0022 0006 -0005 00072 0020 0264% 0264* 0375% 0.426% 0.675% 0621 0479% 0034 0712%

(0.000) (0.267) (0.741) (0.816) (0.708) (0.305) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.0770) (0.000)

w55 p < 0.001, ** p < 0.01, * p <0.05
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Variables Model (1) Model (2) Model (3) Model (4)  Model (5)
RNCS -1.584%x —  -0.326%*
RNCT - 0.392%%x - -0.051%*
RNCM - 0.484%FF  L0.001%*
RNC -0.002%*
1BA 0.242%%%  0.221%F  0231%**  (.039%*%  (.039%**
IBT 0.001 0.001 0.001 0.031 0.158
IBO 0.120%%%  _0.138%**  (,]24%%* 0.100 0.050*
IBS -2.505% 2424 2.660%FF  6,003%**  5.980%*
1BQ 1.430%* 1.373 1460 0.702 -0.318*
IBP 0.834  0.914%**  (.7860** -0.029 -0.009
IBB -0.009%  -0.040%** -0.020 -0.029 -0.030
IBM 0505 0.359%%  0.411%** -0.112 -0.119
Cs -0.033 %% -0.044 0.051 -0.106 -0.104
ROA 4.693%* 3.864  4.586%** 0.951 0.890
L1 L130%  LI80**  0.126%** 0.251 0.252
Intercept S5.063%  -8.373E 800G*HE  -8.6TSHRE  6.334%xx
Chi? 1100.98*%*  1099.15%**  1099.36  489.32%**  488.75%**
DW-Test 1.926 1.750 1.694 1.916 1.939
N 2672 2672 2672 2672 2672
R 0.695 0.730 0.632 0.5526 0.5519

5% < 0,001, ** p <0.01, * p <0.05
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