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ABSTRACT 
 

 

This paper examines the effect of corporate governance characteristics (ownership structure) on 

the extent of voluntary disclosure in the financial reports among non-financial listed companies 

in Saudi Arabia. Currently, there is a growth in demands by stakeholders for companies to 

demonstrate greater transparency on their performance. However, few studies have been 

conducted in Saudi Arabia on the area of voluntary disclosure. The present study aimed to 

evaluate the current level of voluntary disclosure (VODSC) and investigate the influence of the 

variables, ownership structure (managerial ownership, family member on the board and 

government ownership level) and control variables (size, leverage and return on assets) in 

relationship to the level of voluntary disclosure in 2009 among 89 non-financial companies listed 

on the Saudi Stock Exchange. The results suggest that the corporate governance-related variables 

influence the level of information disclosed, thus confirming the hypotheses. The results showed 

that the level of voluntary disclosure (VODSC) level was acceptable compared to other studies. 

With regard to the quality of disclosure, my results on the corporate governance characteristics 

(ownership structure) showed that all the variables were significant positively linked to the level 

of voluntary disclosure extent (VODSC). Moreover, my results on the control variables (size, 

leverage and return on assets) indicate that there is significantly positive association with the 

level of voluntary disclosure extent (VODSC). The results of this study might be of interest to 

regulators, investment analysts, and market participants and can help Saudi authorities to enforce 

new policies toward improving the quality of financial reporting. 
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CHAPTER ONE 

INTRODUCTION 

  

1.1 Background of Study 

 

The forces that give rise in demand of information disclosure in the modern capital market stems 

from the information asymmetry and agency conflicts existing between the management and the 

stockholders. Therefore, the solution to agency conflicts lies in the ownership structure and the 

function of board of directors. Nowadays, every organization whether it is public or private, big 

or small, profitable or non profitable is looking forward to satisfy customers, investors, creditors, 

suppliers, regulators and the public at large. They are trying to operate in a way that makes all 

those users or stakeholders appreciate them. One way for these organizations to improve their 

performance is by showing their responsibility toward the environment. There is increasing 

pressure on companies to be responsible to the society which has influenced them to operate in 

an environmentally responsible manner. As various stakeholders demand greater disclosure of 

environmental impacts and performance, a large number of companies all over the world have 

started reporting on these issues. In many countries, disclosure of some environmental 

information has also been made mandatory. However, various research findings have suggested 

that these disclosures vary across sectors, industries and countries (Pahuja, 2009). 

 

The company’s annual report is one of the major corporations' communication medium used to 

transmit information to outsiders (Botosan, 1997; Lang & Lundholm, 1993); in other words, 

annual reports are used as a communication method to communicate both quantitative and 
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