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The Effect of Accounting Disclosure for Sustainable Development
on The Quality of Accounting Profits for Listed

Companies on The Saudi Exchange Market

Dr /Magdy Melegy Abdul Hakim Melegy

Assistant Professor, Department of Accounting
Faculty of Commerce, Benha University
Abstract*

Objective: This study aimed to examine the level and the content of accounting
disclosure (size, quality of disclosure) for sustainable development practices (economic, social,
environmental and governance) and the factors influencing it from one side, and its impact on

the quality of accounting profits of listed companies listed on the Saudi exchange marketing.

Design and Methodology: Using the approach of content analysis and derivation of ten
study hypotheses from the theoretical analysis and previous studies that reflect the factors
affecting the level of accounting disclosure for sustainable development practices and its
relationship to the quality of accounting profits, the study examined and analyzed the annual
reports of a sample of 143 listed companies in the Saudi exchange market during the period
(from 2012 to 2014), and using some statistical methods for correlation and regression in the

analysis of the results.

Results: Findings indicated a low level of accounting disclosure for sustainable
development practices for the Saudi firms under study, in addition to a positive and significant
relationship between the level of this disclosure and the company's size, profitability, research
and development expenses, the size of the Board of Directors, and independence of its
members, and the quality of audit committees as well as negative and significant relationship
with the family ownership, and not affected duplication of CEO role. The study also found a
positive effect for the accounting disclosure for sustainable development on the quality of
accounting earnings. Based on these findings study recommends the Capital Market Authority
of the KSA to prepare awareness programs for companies to enrich the culture of disclosure for
sustainability reports, and the adoption of the proposed index in the study to measure the level

of corporate disclosure on sustainable development practices, and the development of Saudi



.
Arabia’s index of responsible competitiveness to reflect the different practices of sustainability,

and the issuance of a comprehensive accounting standard that regulates the accounting aspects

of these practices.

Limitations: The limitations of this research is the study of factors affecting the level of
accounting disclosure of accounting for sustainable development practices of the listed Saudi
companies and its impact on the quality of accounting profits during the period (from 2012 to
2014).

Practical Implication: this study can be the focus of the regulatory authorities in the
Kingdom of Saudi Arabia for the development of an accounting standard that regulates the
disclosure of sustainable development practices and the development of the Corporate
Governance Regulations to reflect these practices, as well as the focus of companies towards

more voluntary disclosure for these practices to improve the quality of accounting profits.

Originality: the analysis of the factors influencing the level of accounting disclosure of
accounting for sustainable development practices in an integrated manner, which provides a
better understanding of the practices of sustainable development affecting the quality of
accounting profits in the shadow of the theories of the accounting literature, and an attempt to
develop a comprehensive index to measure the level of accounting disclosure for sustainable
development practices (social .environmental, economic, and governance performance) in

terms of quantity and quality of disclosure.

keywords: Sustainable development practices, disclosure of sustainability reports (size
and quality of disclosure), the quality of accounting profits, the company's characteristics, the

characteristics of governance.
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.002 | 3.805** | .160 | .055 | .136 |.000| 9.268** | .205 | .029 | .270 PROF
.000 | 5.305** | .237 | .004 | .024 |.000| 6.438** | .193 | .002 | .011 RDC
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Range | Minimum | Maximum Starjdqrd Mean | Year | Variable
deviation

i 14.51 -3.53 10.98 3.68238 5.5313 | 2012 EQ 1
14.82 -3.45 11.36 3.93948 6.0005 | 2013 EQ 1
16.10 -3.25 12.85 430938 6.6467 | 2014 EQ 1
.66 .16 .82 .20929 4043 2012 ESD 1
.64 .18 .82 19541 4698* | 2013 ESD 2
.64 .18 .82 .19527- 4823 2014 ESD 2
1.00 .00 1.00 .32180 .2955 2012 QSD 3
1.00 .00 1.00 .33833 3479 2013 QSD 3
1.00 .00 1.00 33942 3741 2014 QSD 3
10.95 2.01 12.97 2.61202 6.6522 | 2012 FSIZ 4
11.31 2.01 13.32 2.74739 6.9015 | 2013 FSIZ 4
13.52 .00 13.52 2.79387 7.0475 2014 FSIZ 4
3.69 2.00 10.70 2.87107 6.4247 | 2012 LEV 5
8.69 2.00 10.70 2.90691 6.3078 | 2013 LEV 5
8.45 2.00 10.45 2.85930 6.0930 | 2014 LEV 5
13.83 -2.85 10.98 3.59866 45428 | 2012 ROA 6
13.43 -2.45 10.98 3.65788 | 4.6980 | 2013 ROA 6
13.30 -232 10.98 3.67535 5.0690 | 2014 ROA 6
A2 .01 73 18194 4382 2012 MTB 7
74 .01 75 19314 4635 2013 MTB 7
.79 .01 .80 21015 4951 2014 MTB 7
.89 -.37 51 16632 2739 2012 CFO 8
.84 -32 52 16647 .2866 2013 CFO 8
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Range | Minimum | Maximum Star_lda_lrd Mean | Year | Variable
deviation
1.02 -45 57 17684 3106 | 2014 CFO 8
2.00 2.00 4.00 67559 2.7203 | 2012 CG 9
3.00 2.00 5.00 .83341 2.9021 | 2013 CG 9
3.00 2.00 5.00 1.09209 3.4476 | 2014 CG 9
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B o) ded I e anld @ aB adasd) LUEd olbad) e dedl Wi (o)) & aed BT caly o
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339y (FLadyl 83y ) Bobizll il Sl)le o culdl AladYl (ggis o Lo Bl BN JLas Y
g3sf Sk LLEY) Bsias (1Y) 3 Jold) moss (Pearson Correlation) LVl Ll el @ Gl ~ L)Y

dLJ\ dwlyd)
U1 Ayl =368 S pid B3y Bghuas (1Y) o3y Jour
*CG|CFO |MTB |ROA | LEV | FSIZ | QSD | ESD EQ Variable
1.000 |Correlation
EQ
Sig.
1.000 |.911** |Correlation
ESD
.000 Sig.
1.000 |.941** | 858** | Correlation
QSD
.000 .000 Sig.
1.000 | 867** |.888** | .837** | Correlation
FSlZ
.000 .000 .000 Sig.
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*CG|CFO |MTB|ROA | LEV | FSIZ | QSD | ESD EQ Variable
1.000 |-.916%**|-.900**|-.927**|-.894**| Correlation
LEV
.000 .000 .000 .000 Sig.
1.000 |-.884**| .807** | .869** | .929** | .929** |Correlation
ROA
.000 .000 .000 .000 .000 Sig.
1.000 | 890** |-.868**| .781** | .837** | .885** | .913** | Correlation
MTB
.000 | .000 .000 .000 .000 .000 Sig.
1.000 |.831**|.803**|-.680** | .569** | .685** | .764** | .794** | Correlation
CFO
.000 | .000 | .000 .000 .000 .000 .000 Sig.
1.000 [.658**|.759** | . 741** |- 777**| . 750** | .805** | .811** | .759** | Correlation
CG
.000 | .000 | .000 | .000 .000 .000 .000 .000 Sig.
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S = (V1) o) Jgdd) o mg JugY) 3e8 wleglas ,uzd (Ordinary Least Squares (OLS) el wilx M
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