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1. Chapter 1: Introduction

1.1. Introduction

Corporate governance refers to the framework of rules, practices, and institutional
mechanisms through which corporations are directed and controlled, with the
objective of ensuring accountability, transparency, and the protection of
shareholders’ and stakeholders’ interests. In emerging markets, particularly in the
context of Saudi Arabia, effective corporate governance plays a critical role in
strengthening investor confidence, mitigating information asymmetry, and reducing
agency-related risks. Consequently, examining the relationship between governance
practices and investor confidence is essential, as sound governance structures
contribute to lowering the cost of capital and enhancing the attractiveness of both

domestic and foreign investment.

Accordingly, the core problem addressed in this study lies in the ambiguity
surrounding the actual impact of corporate governance implementation on the level
of investment confidence within the Saudi and Gulf business environment.
Questions remain regarding the extent to which current governance practices can
reassure investors, reduce investment-related risks, and enhance the sustainability of
investments. Moreover, there is a need to empirically assess the relationship between
key governance mechanisms such as transparency, disclosure, accountability, and
the protection of investors’ rights and investors’ decision-making behavior and

investment trends in local markets.

Therefore, this study seeks to bridge this gap by analyzing the impact of corporate

governance on investment confidence. The findings are expected to provide valuable
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empirical insights that may support policymakers and regulators in refining
governance frameworks and strengthening the attractiveness of the investment

environment in the Kingdom of Saudi Arabia and the GCC countries.

Research Questions

A. How does corporate governance quality affect investment confidence?

B. Which governance mechanisms most strongly influence investor confidence?

C. Does disclosure and transparency mediate the governance—confidence
relationship?

D. Do firm characteristics moderate this relationship?

Research Objectives

e To examine the direct effect of corporate governance quality on
investment confidence.

e To decompose governance into measurable dimensions (board
effectiveness, transparency, shareholder rights, internal control/risk
oversight) and identify the most influential drivers.

e To test mediation of disclosure/transparency in the governance—
confidence link.

e To test moderation by firm characteristics (size, leverage, ownership
concentration) that may strengthen or weaken governance signals to

nvestors.
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e To offer practical recommendations for firms and regulators to
strengthen investor confidence via governance improvements aligned with

international benchmarks.
Research Hypotheses

« CGQ =Corporate Governance Quality (a composite index or latent construct)
o IC = Investment Confidence (latent construct or proxy index)

o DT = Disclosure & Transparency

« BE = Board Effectiveness/Independence

« SR = Shareholder Rights/Minority Protection

« CE = Control Environment (risk management, internal audit, compliance)
Direct effects

H1: Corporate governance quality (CGQ) has a positive and significant effect on

investment confidence (IC).

Hla: Board effectiveness (BE) positively affects investment confidence (IC).

(Independent oversight is central to credible monitoring.)

H1b: Disclosure & transparency (DT) positively affects investment confidence

(IC). (Improved disclosure reduces information risk.)

H1c: Shareholder rights/minority protection (SR) positively affects investment
confidence (IC). (Stronger shareholder rights correlate with higher valuation/returns

in classic studies.)

H1d: A stronger control environment (CE) positively affects investment confidence

(IC). (Internal governance mechanisms are linked to investor confidence outcomes.)

Mediation
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H2: Disclosure & transparency (DT) mediates the relationship between corporate

governance quality (CGQ) and investment confidence (IC).
Moderation (examples you can test)

H3: The positive effect of CGQ — IC is stronger for firms with higher ownership
concentration (where governance signals may be more valuable to outside

investors).

H4: The positive effect of CGQ — IC is stronger in firms with higher leverage
(where risk oversight and transparency are more critical). (Aligned with

governance-risk logic emphasized in governance frameworks.)

Research Model

5.1 Model description

This project models corporate governance quality as a multidimensional construct
(board effectiveness, disclosure & transparency, shareholder rights, and control
environment) that influences investment confidence directly and indirectly through
transparency. This structure aligns with internationally used governance assessment
frameworks emphasizing board structure, transparency/disclosure, shareholder

rights, and control environment

5.2 ASCII conceptual diagram
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Controls: firm size, leverage, profitability, ownership concentration, industry effects

Moderators (optional): ownership concentration, leverage.

This reflects classic finance-governance evidence connecting shareholder rights and
anti-entrenchment provisions to valuation/returns, and governance guidance
emphasizing disclosure, board responsibilities, and investor protection as channels

to financing and confidence.

Suggested Industry / Organization for the Empirical Study (brief)
Option A: Publicly listed logistics / transport / shipping-related firms (GCC / Saudi market)

This industry is well-suited because it is capital intensive, exposed to global risk,
and relies on external financing, long-term contracts, and stakeholder trust

conditions that elevate the importance of governance, risk oversight, and
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transparency for investor confidence. These are the exact channels highlighted by
major governance frameworks stressing access to capital, transparency, and board

oversight.
We can select:

« Listed logistics, ports, transportation, and supply-chain firms (panel across

multiple firms), or

« A focused segment (e.g., ports operators, freight/logistics, maritime services)

to control industry heterogeneity.
Option B: A single organization case + market perception.

o If you must focus on one organization (e.g., a large logistics/shipping

operator), you can study:

o Internal governance practices (board structure, audit/risk committee,

compliance, reporting), mapped to recognized CG dimensions.

o External investor confidence signals using market/analyst proxies and

stakeholder surveys (investors, lenders, institutional clients).

Note: A strictly “investment confidence” study is usually stronger with listed
firms (because you can measure market-based confidence). Governance toolkits
emphasize disclosure and transparency as key to bridging information gaps

between firms and investors this can be operationalized cleanly in listed settings.

7) Research Methodology (brief, aligned to the project)
7.1 Research design

A quantitative explanatory design is recommended, testing hypothesized
relationships between governance quality and investment confidence.

8 1
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Two robust routes:
Route 1: Panel-data archival study (strongest for “investment confidence”)

« Sample: Listed companies within selected industry (e.g., logistics/transport)

over 3—5 years.

« Governance measures: Construct a governance index based on public
disclosures (annual reports, governance statements) using recognized

dimensions (board, disclosure, shareholder rights, control environment).

o Investment confidence proxies: Tobin’s Q / valuation premium, stock
liquidity, volatility-based risk perception, cost of equity proxy, abnormal
returns around governance disclosures, etc. Classic studies demonstrate

governance indices correlate with valuation/returns.

« Analysis: Panel regression (FE/RE), robustness checks, endogeneity controls

(lagged governance, instrumental approaches if feasible).
Route 2: Survey-based SEM/PLS-SEM (best if confidence is perceptual)

« Respondents: Individual/institutional investors, analysts, lenders, or active

market participants.

o Instrument: Likert-scale measures for governance dimensions and

investment confidence (trust, perceived risk, willingness to invest).
o Analysis: PLS-SEM to test direct/mediated paths (CGQ — DT — IC).

o This aligns with evidence that governance mechanisms significantly impact

investor confidence in survey contexts.
7.2 Measurement (example operationalization)

« CGQ (latent or index): items mapped to (BE, DT, SR, CE) consistent with

governance frameworks.
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DT: timeliness, completeness, ESG/strategy/risk disclosure quality

(consistent with disclosure toolkits).

IC: perceived trust, perceived risk reduction, willingness to allocate funds,

long-term commitment intentions.

7.3 Validity, reliability, and ethics (brief)

Reliability: Cronbach’s alpha / composite reliability (survey route).
Validity: convergent/discriminate validity; common method bias checks.

Ethics: informed consent, anonymity, secure data handling.

8) Suggested Structure for the Project (chapters)

1.

2.
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Introduction (problem, gap, significance, scope)

Literature Review (theories + empirical evidence + conceptual definitions)

. Theoretical Framework and Hypotheses Development

. Research Methodology (design, sampling, measures, data sources, analysis

plan)

. Data Analysis & Results (descriptives, tests, robustness)

Discussion (interpretation, theoretical contribution, comparison with prior

studies)

Conclusion & Recommendations (implications for

firms/regulators/investors)

. Limitations & Future Research
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9. References

10.Appendices (survey, coding checklist, model outputs)

This format matches conventional governance research and allows clear linkage

from governance frameworks to measurable constructs and outcomes.
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