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ACCOUNTING, CORPORATE GOVERNANCE & BUSINESS ETHICS | 
RESEARCH ARTICLE

Ownership structure and audit report lag of Saudi 
listed firms: A dynamic panel analysis
Hamid Ghazi H Sulimany1*

Abstract:  This study investigates the impact of ownership structure on firms’ audit 
report lag. The research sampled 102 Saudi non-financial listed companies’ data 
from 2012 to 2021. The data was analysed using a generalised method of moments 
(GMM) framework. The findings significantly suggest that as managerial ownership 
rises, audit delay may increase. However, family and institutional ownership may 
enhance the financial reporting timeliness of the firms. Also, the results demon-
strate that government ownership appears insignificant in determining the firms’ 
audit delay. The outcome of this study implies that in the Saudi context, family and 
institutional monitoring seems to be an effective control mechanism that may force 
managers to embrace the timely disclosure of financial reports. Policymakers and 
investors may find the research outcome helpful in understanding additional factors 
influencing audit report lag. Thus, reducing the financial reporting lag may mitigate 
information asymmetry, thereby enhancing investors’ confidence.

Subjects: Economics; Finance; Business, Management and Accounting; 

Keywords: Ownership structure; audit report lag; financial reporting timeliness; Saudi non- 
financial listed firms; dynamic panel model

1. Introduction
One of the major aims of financial reporting is to offer financial information to shareholders to 
enable them to take various decisions (Bajary et al., 2023; Oradi, 2021). Financial reporting time-
liness is regarded as one of the qualitative characteristics of financial reporting, and it means 
making information available to the accounting information users when due (Agyei-Mensah, 2018; 
Durand, 2019; Musah et al., 2023). This information needs to be timely to enable financial state-
ment users to make informed decisions. Also, financial reporting guidelines across the globe have 
emphasised the significance of timely disclosure in enhancing transparency and accountability in 
firms’ governance (Aksoy et al., 2021; Khlif & Samaha, 2014; Yeboah et al., 2023). Delaying the 
release of financial information (Audit report lag) can create information asymmetry among 
stakeholders, thus creating uncertainties in investment decisions (Ebaid, 2022; Singh et al., 2022; 
Waris & Haji Din, 2023). Therefore, this high disclosure may raise the quality and relevance of 
accounting information and secure stock market participants’ confidence. Since investors, regula-
tors, policymakers, and academics have given much attention to financial reporting timeliness, 
understanding the factors influencing companies’ financial reporting lag remained crucial.
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Accordingly, many studies provided evidence that the board governance mechanisms may 
influence audit report lag (Baatwah et al., 2015; Dobija & Puławska, 2022; Hassan, 2016; Oradi,  
2021; Oussii & Taktak, 2018; Waris & Haji Din, 2023). Additionally, many empirical works examined 
the impact of firm-level attributes on timely corporate disclosure (Abdillah et al., 2019; Agyei- 
Mensah, 2018; Chen et al., 2022; Ebaid, 2022; Singh et al., 2022). In sum, these prior works argue 
that sound internal governance may determine the organisational outcome, thus facilitating 
timely financial disclosure. Moreover, it is widely believed that corporate ownership is a crucial 
corporate governance mechanism that can enhance organisational efficiency (Jensen, 1993; Kao 
et al., 2019; Le & Nguyen, 2023; Short & Keasey, 1999). According to this school of thought, 
extensive monitoring from ownership can remediate firms’ internal control effectiveness and 
reduces financial misstatement, thereby improving financial reporting quality (Bajaher et al.,  
2021; Bazhair & Alshareef, 2022; Hasan et al., 2022). However, despite revealing the crucial role 
of corporate ownership in promoting organisational efficiency, only a few studies evaluate the 
effect of ownership structure on audit report lag (Aksoy et al., 2021; Alfraih, 2016; Basuony et al.,  
2016).

More specifically, prior studies mainly concentrate on institutional ownership, neglecting other 
dimensions of ownership structure (Basuony et al., 2016; Ebaid, 2022; Patricia, 2022). Besides, the 
bulk of past empirical works on firms’ audit delay determinants wholly employed static estimation 
methods (such as OLS and fixed effects) and thus ignored financial reporting lag dynamism. In 
particular, there is an increasing understanding that corporate governance and financial reporting 
decisions may be dynamic (Bazhair & Alshareef, 2022; Duru et al., 2016). Also, it may be possible 
that ownership structure-financial reporting lag may partly be endogenous. Similarly, unobserved 
firm-specific effects may partially influence financial reporting lag, which static estimators may fail 
to account for (Bazhair, 2023; Habimana, 2017; Ozkan, 2001). In this way, static estimation 
techniques may be inconsistent and less efficient when an endogeneity arises. Hence, these 
gaps in the literature motivate the conduct of this research.

Hence, this study uses a dynamic framework to examine the effect of ownership structure on 
Saudi companies’ audit report lag. The dynamic analysis reveals that Saudi firms adjust their 
financial reporting systems to achieve timelier disclosure. Also, the evidence suggests that Saudi 
companies with higher managerial ownership may be associated with longer audit delays. 
However, institutional and family ownership may enhance the financial reporting timeliness of 
the firms. Surprisingly the results demonstrate that government ownership appears insignificant in 
determining the firms’ audit delay.

Hence, this research contributes to the literature by providing a broader empirical analysis of 
how different ownership monitoring mechanisms may influence financial reporting timeliness. 
Secondly, the empirical study broadens the limited empirical literature on financial reporting 
timeliness in developing countries because corporate disclosure seems to be lesser in emerging 
markets (Al-Bassam et al., 2018; Bajaher et al., 2021; Bajary et al., 2023). Thirdly, this research 
provides further insight into the growing literature on the dynamism of financial reporting systems. 
As such, this study offers more consistent empirical evidence by applying a robust methodology 
that addresses the endogeneity issue inherent in corporate governance studies. Finally, regulators 
and policymakers may find this study helpful in designing policies that enhance financial reporting 
quality from emerging countries’ perspectives with the view to attracting foreign investments.

The rest of this article continues as follows: the second segment focuses on the Saudi institutional 
background. The following parts include the literature review and hypotheses development, research 
design, presentation and discussion of empirical results. The last segment concludes the paper.

2. Institutional background
Saudi Arabia is located in the Southwest of the Asian continent. The country practices an Islamic 
governance system and operates a kingship political system, where the King doubles as the head 
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of state and prime minister (Albassam & Ntim, 2017; Sarhan et al., 2019). The oil sector is the 
backbone of the Saudi economy, and it is estimated that the nation contributes about 35% to the 
world oil market (Alregab, 2021). More importantly, it is the largest and the most liquid stock 
market in the Middle East and North Africa (MENA). Another unique feature of Saudi is that 
corporate ownership is concentrated among families and the government (Bajaher et al., 2021; 
Boshnak, 2021b). More importantly, the Saudi corporate governance code was officially established 
in 2006 and amended in 2017 to strengthen internal control mechanisms across firms in the 
country’s stock market (Al-Ghamdi & Rhodes, 2015). Additionally, one of the stock market regula-
tions requires listed companies in the country to submit their financial statements 40 days after 
the end of their financial year.

Other relevant legislation that guides financial reporting includes the Saudi Organisation for 
Certified Public Accountants (SOCPA), which was instituted in 1964. This body also emphasised that 
listed companies should have their annual financial statements audited by external auditors to 
ensure greater accountability and transparency in firms’ governance (Boshnak, 2021a). The SOCPA, 
in partnership with the Ministry of Commerce and Investment (MCI), ensures that high standards 
are maintained regarding audit and accounting practices (Alzeban, 2020). These agencies also 
monitor and enforce regulations that guarantee disclosure and strengthen audit quality to boost 
investors’ confidence. In sum, these legislations significantly regulate the financial reporting 
behaviour in the Saudi corporate environment.

Furthermore, the Saudi corporate sector is chosen for this study because enhancing financial 
reporting quality should be emphasised in the country due to its institutional weakness and 
ineffective market for corporate control (Al-Bassam et al., 2018; Alregab, 2021; Habbash, 2016). 
However, specific reforms are being undertaken in the country’s corporate sector to attract foreign 
investment. The country attached more emphasis on robust corporate governance practices to 
actualise its vision for 2030. Specifically, one of the vision’s central targets is to increase the 
country’s GDP (Alregab, 2021). Also, the Saudi authorities recognise the need to empower the 
country’s capital market performance, thereby diversifying the Saudi economy from its depen-
dence on oil revenue. Similarly, the capital market authorities have since mandated all listed 
companies to migrate to international financial reporting standards (IFRS) effective NaN Invalid 
Date . These reforms may have an implication on financial reporting quality and disclosure.

3. Theoretical literature review
This section reviews the theoretical literature concerning the nexus between ownership structure 
and financial reporting lag.

3.1. Agency theory
Agency theory highlights the relevance of corporate ownership in influencing financial reporting 
timeliness. This framework raised concern about the conflict of interests inherent in modern 
business organisations due to the separation between management and firms’ ownership 
(Bazhair, 2023; Ha et al., 2022; Jensen & Meckling, 1976). This separation may create information 
disparity between managers and shareholders, leading to agency conflicts (Alves, 2023; Fama & 
Jensen, 1983; Manogna, 2021). According to this school of thought, shareholders’ monitoring may 
compel managers to design better policies to enhance organisational efficiency. Likewise, it is 
reported that robust supervision from ownership structure may control managerial discretion and 
earnings misstatements (Le & Nguyen, 2023; Shleifer & Vishny, 1997; Andrei; Shleifer & Vishny,  
1986). This stringent monitoring may also influence management to embrace high disclosure and 
thorough financial statements audit. This framework emphasises that ownership monitoring may 
strengthen firms’ internal control systems and raise financial reporting quality (Hasan et al., 2022). 
Owners’ involvement in firms’ internal matters may reduce managerial entrenchment because 
they regularly demand information regarding firm performance to monitor their earnings growth 
(Hasan et al., 2022; Ngo et al., 2020). Therefore, it is expected that ownership structure monitoring 
may minimise financial reporting lag. In sum, agency literature provides a framework for 
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understanding how diverse monitoring skills from corporate ownership may influence organisa-
tional efficiency, such as timelier financial reporting.

3.2. Stakeholder theory
On the other hand, the stakeholder theory may also underpin the nexus between ownership 
structure and financial reporting timeliness. Based on this perspective, a stakeholder is any 
individual or group who can influence or be affected by achieving a firm’s objective (Freeman,  
1994; Ledi & Xemalordzo, 2023). It is a framework that focuses on business ethics and moral 
values in organisational management (Aksoy et al., 2021; Bouguerra et al., 2023; Law, 2011). Thus, 
this theory suggests that firms’ managers should look into the diverse needs of different stake-
holders. Accordingly, one of the essential stakeholders this theory recognises is the owners (Elhaj 
et al., 2018; Habbash, 2016). Among the crucial needs of shareholders is the timely release of 
financial statements to enable them to make various investment decisions (Di Vaio et al., 2023; Hill 
& Jones, 1992). Disseminating financial reports may reduce information disparity between man-
agers and outsiders, thereby enhancing organisational efficiency. Under the stakeholder frame-
work, ownership structure may negatively influence audit delay (Basuony et al., 2016; Ebaid, 2022). 
The owners may demand timely disclosure from management to monitor their earnings growth. 
Although corporate ownership is of different categories with distinct needs and priorities, timely 
financial disclosure has been reported to be among the top priorities of corporate owners 
(Habbash, 2016; Law, 2011). Overall, the main concern of this perspective is that owners as capital 
providers are entitled to information from management, which can be achieved through the 
disclosure of financial reporting.

4. Empirical review and hypotheses development
This section discusses each ownership structure and how it impacts the audit reporting lag. 
Moreover, based on the literature, the hypotheses were developed for possible examination of 
the phenomenon.

4.1. Managerial ownership and audit report lag
Managerial ownership is one of the corporate governance mechanisms suggested by the agency 
theory. This perspective suggests that managerial shareholding may incentivise managers to work 
diligently for better organisational outcomes (Alabdullah, 2018; Jensen & Meckling, 1976; Le & 
Nguyen, 2023). In addition, this control mechanism encourages managers to have a sense of 
belonging in firm management. Thus, this control strategy may prevent them from designing sub- 
optimal and inefficient investment decisions (Nguyen et al., 2021). Also, it is argued that manage-
rial ownership may help align the divergent motives of managers and shareholders, thereby 
reducing information asymmetry and minimising agency conflicts (Alves, 2023; Boateng et al.,  
2017). However, some studies raised concern about the possibility that a high level of managerial 
ownership may result in managerial entrenchment (Berger et al., 1997; Le & Nguyen, 2023; Shan,  
2019). In addition, this high shareholding may give managers an incentive to maximise their 
compensations at the expense of shareholders’ wealth (Sani, 2020). Empirical evidence indicated 
that firms with a higher managerial or director ownership ratio might be associated with financial 
reporting lapses and weak internal control systems (Basuony et al., 2016). In contrast, Mitra et al. 
(2012) and Hassan (2016) found a negative association between managerial shareholding and 
audit delay. In this way, improving internal governance may reduce external audit queries, facil-
itating timelier financial information disclosure. More importantly, the Saudi corporate sector has 
less developed institutional frameworks and weak investor protection (Al-Bassam et al., 2018; 
Alregab, 2021; Bazhair, 2023). Thus, studies perceived that managerial ownership might serve as 
an important mechanism that can strengthen the corporate governance system in the country (Al- 
Matari, 2022; Albassam & Ntim, 2017; Sarhan et al., 2019). Based on these arguments, this 
hypothesis is stated:
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H1: Managerial ownership is associated with audit report lag.

4.2. Family ownership and audit report lag
Family ownership is a powerful corporate control mechanism in emerging and developed coun-
tries. The main purpose of this ownership structure is to promote shareholder wealth and to 
protect family prestige and affiliation (Al-Bassam et al., 2018; Manogna, 2021). In addition, this 
ownership structure attached more concern about retaining family control. Thus, family firms 
usually appoint their relatives to key management positions to monitor managers effectively 
(Manogna, 2021). Therefore, family ownership may promote high financial disclosure to showcase 
the firms’ integrity to outsiders. However, some studies suggested that family ownership may fuel 
agency conflicts in companies. For instance, it is argued that family-owned companies may be 
associated with the high infringement of minority shareholders’ interests (Bataineh & Ntim, 2021; 
Ha et al., 2022). These investors greatly influence board appointments in favour of their family 
members to maximise their control (Omri et al., 2014; Setiawan et al., 2016).

Empirical evidence by Waris and Haji Din (2023) indicated a negative link between family own-
ership and audit report lag. This finding implies that monitoring from family shareholders may 
strengthen the internal control system and financial reporting quality. Hence, external auditors 
may require less time to scrutinise family-owned companies’ financial records, leading to lower 
audit report lag. The Saudi corporate sector is associated with high family ownership (Al Duais et 
al., 2021; Bazhair, 2023; Boshnak, 2021b). Thus, this type of corporate ownership may determine 
organisational outcomes because of their unique interest in maximising their wealth. In particular, 
studies suggested that the prevalence of family shareholding may influence managerial attitude, 
boards’ decisions quality and corporate disclosure in the country (Bajaher et al., 2021; Ebaid, 2022). 
Based on these discussions, this article formulated the following prediction:

H2: Family ownership is associated with audit report lag.

4.3. Government ownership and audit report lag
Government shareholding may be essential in influencing organisational outcomes because it 
gives firms the resources and political connections they need for growth and development 
(Habbash, 2016; Le & Nguyen, 2023; Shao, 2019). Many studies argued that government 
ownership is associated with sound corporate governance practices due to the active mon-
itoring of government forces in such organisations (Munisi et al., 2014; Wang et al., 2011). In 
addition, some studies emphasised that firms with concentrated state shareholding embrace 
high disclosure to signal their governance quality to the public (Ang & Ding, 2006; Le & 
Nguyen, 2023; Trong & Thuy, 2021). Hence, government monitoring may induce timely 
completion of the financial reporting process, leading to a shorter reporting lag. In contrast, 
some studies explained that government usually fail to exercise effective control over its 
investment, particularly in developing nations where control of corruption and enforcement of 
the law is relatively weaker (Bajaher et al., 2021; Habbash, 2016; Waris & Haji Din, 2023). 
Hence, substantial government ownership may erode sound corporate governance, and this 
practice may undermine financial information disclosure. In this regard, Alfraih (2016) found 
that higher government ownership increases audit report lag. In this scenario, external 
auditors have to employ additional efforts in evaluating the effectiveness of internal control 
in such firms. Government ownership in private and public corporations is also high in Saudi 
(Al-Bassam et al., 2018; Alregab, 2021; Bazhair & Alshareef, 2022). Therefore, government 
shareholding may assist the firms in drawing valuable support, and its monitoring strategies 
may enhance financial reporting disclosure. Given these arguments, this research formulated 
the following hypothesis:2
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H3: There is an association between government ownership and audit report lag.

4.4. Institutional ownership and audit report lag
Several studies argued that institutional investors’ monitoring might shape organisational out-
comes because of their technical knowledge and management expertise (Gillan & Starks, 2000; 
Jensen, 1993; Ledi & Xemalordzo, 2023). Examples of institutional investors include insurance 
firms, pension organisations, banks, and mutual funds. These investors have diverse monitoring 
strategies that can mitigate the entrenchment motive of managers to maximise their investment 
value (Bataineh & Ntim, 2021; Omran & Tahat, 2020; Patricia, 2022). In addition, studies reported 
that institutional investors’ diligent supervision might mitigate earnings management practices, 
and reduce agency costs, thereby minimising information disparity between shareholders and 
managers (Alvarez et al., 2018; Le & Nguyen, 2023; Ma, 2019). In this context, Mitra et al. (2012) 
and Aksoy et al. (2021)argued that as institutional shareholding rises, the probability of remediat-
ing internal control lapses will be greater. This evidence implies that these investors may offer 
valuable suggestions to managers on enhancing the effectiveness of internal audit functions and 
minimising audit risk. This effort may raise the external auditors’ confidence, reduce audit queries, 
and lower reporting lag. More importantly, empirical evidence indicated that firms might likely 
release their financial information timely due to these shareholders’ valuable advice and monitor-
ing (Alfraih, 2016; Basuony et al., 2016; Patricia, 2022). Similarly, a Saudi study by Ebaid (2022) 
found a negative relationship between audit report lag and institutional ownership. Additionally, it 
is reported that the Saudi corporate sector has a very low institutional shareholding (Alregab,  
2021; Bazhair, 2023). This circumstance may weaken shareholder activism and thus affecting 
corporate disclosure in the country. Therefore, deducting from these arguments, the following 
hypothesis is predicted:

H4: Institutional ownership is associated with audit report lag.

Consequently, based on the reviewed literature, this research designed the framework in Figure 1. 
According to this framework, managerial ownership is the independent variable and has four 
proxies. The dependent variable is audit report lag, while six variables were employed as control 
variables to make the model more robust and minimise specification bias.

5. Research design

5.1. Sampling and data source
The population of this research covers 198 Saudi-listed companies as of 31 December 2021. The 
research data spanned from the year 2012 to 2021. The Saudi stock market experienced several 
transformations that may impact financial disclosure, such as adopting international financial 
reporting and capital market reforms (Alregab, 2021; Ebaid, 2022). These exciting developments 
form the basis for choosing the study time frame. The sample selection procedure is shown in 
Table 1.

Moreover, as shown in Table 1, this paper focuses on the non-financial listed firms, and the study 
sample was constructed in the following manner. Firstly, financial firms were excluded from the 
study because of their peculiar financial reporting systems and regulations (Ebaid, 2022; Rajan & 
Zingales, 1995). Given that, a total of 42 Banks and insurance firms were dropped. Further, 22 
companies with substantial missing data were step-downed from the study sample. Similarly, 
companies listed after 2012 and those that merged within the study period were not considered, 
leading to the exclusion of other 32 firms from the sample. Accordingly, Table 2 displays the 
sample distribution across the firms from 2012 to 2021. Overall, the final sample comprised the 
data of 102 Saudi non-financial companies from 15 sectors. More importantly, the data for this 
research was gathered from three sources. Specifically, the firm-level data were obtained from the 
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Saudi stock exchange website and the Eikon data stream. In addition, the corporate governance- 
related data were generated from the firms’ annual reports.

5.2. Study variables

5.2.1. Dependent variable 
The dependent variable is audit report lag (ARL). Following existing literature, this paper measured 
ARL as the number of days between the accounting year end of a firm and the external auditors’ 
report date (Agyei-Mensah, 2018; Ebaid, 2022). Companies should have a shorter financial report-
ing lag because timeliness appears to be an essential determinant of firms’ governance quality 
(Singh et al., 2022).

5.2.2. Proxies for the independent variable 
The independent variable is ownership structure and is measured using four proxies. These proxies 
include managerial ownership (MO), family ownership (FO), government ownership (GO), and institu-
tional ownership (IO). This study focuses on these proxies because they are the most commonly used 
variables when examining the effect of corporate ownership on organisational outcomes (Bataineh & 
Ntim, 2021; Manogna, 2021; Nguyen et al., 2021; Sani, 2020). In particular, the agency theory 
suggests that ownership structure is an important control mechanism that can oversee managerial 
actions (Gillan & Starks, 2000; Hasan et al., 2022; Jensen, 1989). Thus, ownership structure may 
explain firms’ audit delay. The measurement of these proxies is contained in Table 3.

Figure 1. Research framework.

Table 1. Sample selection procedure
Description No. of firms
Total population of the study 198

Less: financial companies 42

Companies with substantial missing data 22

Firms listed after 2012 and those that merged within 
the period under review

32

Sample size 102
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5.2.3. Control variables 
Finally, this paper employs audit committee size (ACS), audit committee independence (ACI), 
auditor type (AT), profitability (ROA), firm size (FS) and leverage (LEV) as control variables. The 
justification for incorporating these variables is to minimise specification bias because prior studies 
indicated that these variables might influence audit report lag (Basuony et al., 2016; Chen et al.,  
2022; Ebaid, 2022). Regarding audit committee size, some studies stated that a smaller committee 
size is more suitable for ensuring the timely release of financial reports (Boshnak, 2021a; Hassan,  
2016). It is argued that a larger audit committee may be associated with conflicts and a lack of 
cohesion among members because of communication differences (Lajmi & Yab, 2022). This con-
straint may affect the committee’s effectiveness in scrutinising financial reports, thereby widening 
the scope of the external auditors’ work and delaying the release of financial information. Hence, 
this paper expects a positive relationship between ACS and audit report lag.

Audit committee independence may also determine financial reporting timeliness. Accordingly, 
it is stated that independent directors monitor managers’ decisions and provide an essential 
advisory role to firms (Oussii & Taktak, 2018). Hence, many studies emphasised that the presence 
of these directors in the audit committee may assist firms in designing better policies to remedy 
their financial reporting weaknesses (Hasan et al., 2022; Lajmi & Yab, 2022). Strengthening the 
financial reporting system may enrich firms’ internal audit functions, leading to lesser audit 
queries. Thus, an effective internal audit in firms may minimise external auditors’ scope of work, 
leading to the timely release of financial statements. In this way, this research anticipates a 
negative association between ACI and audit report delay.

Concerning auditor type and financial reporting timeliness, studies reported that companies 
audited by the Big 4 are more likely to have shorter audit lag because of the efficiency and 
expertise of these audit firms (Alfraih, 2016; Chen et al., 2022). These audit firms are more 
experienced, employ more staff, and have better access to resources and audit technology than 
their counterparts (Al-Ahdal & Hashim, 2022; Basuony et al., 2016). So, they are more likely to 
complete their work faster and thus reducing audit report lag. Therefore, this study expects a 
negative link between AT and audit report lag.

Table 2. Sample distribution
Sector No. of firms Percentage (%)
Materials 39 38.24

Energy 1 0.98

Consumer durable 3 2.94

Retailing 4 3.92

Health 5 4.91

Consumer services 4 3.92

Capital goods 7 6.86

Foods retailing 4 3.92

Utilities 2 1.96

Foods and beverages 12 11.76

Telecommunications 4 3.92

Transport 5 4.91

Life sciences 1 0.98

Real estate 9 8.82

Media 2 1.96

Total 102 100
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In addition, several studies argued that profitable companies have timelier financial reporting 
because disclosing higher profitability is good news to the public (Baatwah et al., 2015; Ebaid,  
2022). In this way, this paper supports a positive relationship between ROA and financial report-
ing timeliness. It is also stated that larger companies may possess more robust internal control 
systems because of their track records that external auditors may rely upon, resulting in quicker 
financial information disclosure (Alfraih, 2016; Oussii & Taktak, 2018). Thus, a negative associa-
tion between FS and audit report lag is anticipated. Lastly, leverage may equally influence audit 
report lag. In this regard, studies reported that creditors pressure firms to embrace high dis-
closure levels for monitoring (Basuony et al., 2016; Ebaid, 2022). Thus, high leverage may 
constrain companies to release their financial position timelier to boost creditors’ confidence in 
their ability to repay such debts. Consequently, this research expects a negative association 
between LEV and audit report lag. Hence, Table 3 presents the measurements of these variables 
as used by prior studies.

Table 3. Measurement of the variables
ACRONYM Measurement Expected sign

Dependent variable:
Audit report lag ARL The number of days 

between the accounting 
year end of a firm and 
the external auditors’ 
report date.

Independent variables:
Managerial ownership MO The number of common 

stock owned by 
managers over total 
shares.

+

Family ownership FO The number of family 
shares over total 
common stock.

+

Government ownership GO The number of equity 
shares owned by the 
government over total 
shares.

+

Institutional ownership IO The number of equity 
shares held by 
institutions over the total 
equity shares.

_

Control variables:
Audit committee size ACS The number of audit 

committee members.
+

Audit committee 
independence

ACI The number of 
independent directors in 
the audit committee over 
total audit committee 
members.

_

Auditor type AT If a firm is audited by Big 
4 equals 1, otherwise, 0.

_

Profitability ROA Operating profits divided 
by total assets.

_

Firm size FS The logarithms of the 
sampled firms’ total 
assets.

_

Leverage LEV Total debts over total 
assets

_
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5.3. Econometric model and specification
The panel structure of the data at hand makes it imperative for this study to employ the panel 
data method. Panel data involves an examination of the behaviour of cross-sectional units over 
many periods (Pesaran, 2015; Wooldridge, 2002). This methodology is associated with some 
advantages of generating more data points, reducing multicollinearity, and improving the effi-
ciency of the econometric estimations (Hsiao, 1985). The widely used panel data methods include 
Pooled OLS, fixed and random effects. However, this paper employs a generalised method of 
moments (GMM) approach, which is relatively stronger than OLS and fixed effects regression 
methods (Florackis & Ozkan, 2009; Habimana, 2017). In particular, OLS may yield an inconsistent 
estimate because the estimator ignores firm-specific effects (Wooldridge, 2002). Thus, it may be 
associated with omitted variable bias. Likewise, the within-group estimator (fixed effects) may be 
asymptotically biased in the presence of unobserved cross-sectional differences across firms (Bun 
& Windmeijer, 2010).

Importantly, GMM is a dynamic panel data estimator that addresses causality effects and 
controls unobserved heterogeneity bias using an efficient instrumental variable approach 
(Arellano & Bover, 1995; Ozkan, 2001). Also, this regression procedure uses the lag-dependent 
variable as an instrument and dramatically enhances the consistency of the econometric esti-
mates (Roodman, 2009). It is a dynamic approach because the regression method assumes that a 
dependent variable’s lag value is an important explanatory variable in determining its present 
behaviour (Habimana, 2017). More importantly, many studies argue that corporate governance 
and financial reporting decisions may be dynamic. OLS and within estimators may be inefficient in 
a dynamic framework due to the lagged dependent variable and firm-specific effects (Bun & 
Windmeijer, 2010; Ozkan, 2000). Thus, it is generally believed that the GMM technique is more 
suitable for estimating a dynamic relationship between variables over static estimators. Moreover, 
the panel data set for this research has a short period (T = 10) and larger firm units (N = 102), 
thereby satisfying the underlying condition for the effectiveness of the GMM estimator.

Furthermore, this research applies the system GMM estimator because it is asymptotically more 
robust due to employing more efficient instruments. Specifically, this study used the two-step 
system GMM framework because the estimator utilises the first-step errors to construct more 
reliable standard errors. Accordingly, the general form of a dynamic model regression is given as:

Where yit represents the dependent variable in the model for firm i in t time, yit� 1 is the lagged 
dependent variable, δ is the adjustment parameter, which is a coefficient value that lies between 0 
and 1, the speed of adjustment is given as (1-δ), Xit is the vector of independent variables in the 
model, ;iis the firm-specific effect, μt is the time effects, and the error term is denoted as εit.

Furthermore, by applying the study variables into equation (1), the following model is specified:

6. Results and discussion
The analysis conducted in this study is classified into descriptive analysis, correlation, and regres-
sion estimates. Firstly, the descriptive analysis is presented in Table 4, while the correlation results 
are demonstrated in Table 5. Further, Table 6 exhibits the main regression results using the GMM 
technique, whereas Table 7 displays robustness analysis.

6.1. Descriptive analysis
Table 4 presents the descriptive analysis of the variables under examination. The statistics reveal 
that the audit report lag (ARL) has an average of 55 days. Also, the ARL has a minimum and 
maximum of 55 days and 126 days, respectively. The managerial ownership (MO) exhibits a mean 
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of only 2% in the period under review. This result demonstrates that managers’ shareholding 
among the sampled companies is relatively low. Family ownership (FO) and government ownership 
(GO) record a mean of 13% and 11%, respectively. Institutional ownership (IO) registers an 
average of 8% across the firms. The preceding evidence suggests that family and government 
shareholding dominate the Saudi firms’ ownership structure. The audit committee size indicates an 
average of four (4) directors in the firms’ audit committees approximately, with a minimum of 
three (3) and a maximum of five (5) directors. This is consistent with the Saudi corporate govern-
ance code, which requires a moderate audit committee size for effective monitoring. According to 
the statistics, 53% of the firms’ audit committee members are independent directors.

Further, the variable auditor type (AT) shows a mean of 55%. This evidence indicates that Big 
Four audit firms audit 55% of the Saudi firms, while the non-Big Four audited about 45% within the 
period under analysis. The companies’ profitability ratio measured by ROA reveals an average of 
6% with a maximum ratio of 75%. The variable firm size (FS) has a minimum and maximum 
percentage of 7.29 and 14.04, respectively. Finally, leverage (LEV) suggests a mean of 0.22 on 
average, implying that 22% of the firms’ capital represents debt financing.

6.2. Correlation analysis
The correlation results are presented in Table 5. This analysis was conducted to ascertain the link 
between the explanatory variables, testing whether a multicollinearity problem exists in the model 
specification. According to Gujarati and Porter (2010), multicollinearity arises when the correlation 
between explanatory variables is above 80%. Accordingly, the evidence from Table 4 illustrates 
that the variables in the specified model are not highly associated with each other. The results 
show that the highest correlation among the explanatory variables is 58.7% between firm size (FS) 
and government ownership (GO). Hence, the outcome suggests that multicollinearity is absent in 
the specified model.

6.3. Regression results
Table 6 presents the 2-step system GMM estimates of the relationship between ownership struc-
ture and audit report lag. Notably, the results have satisfied the underlying assumptions for the 
reliability and validity of GMM estimates. These tests include the Sargan/Hansen statistics and AR 
(2). The null hypothesis (H0) of the Hansen/Sargan test is that the instruments set are exogenous. 
Hence, the (H0) can be rejected when the P-value of this statistic is insignificant (Arellano & Bond,  
1991). Therefore, based on the results in Table 6, the Sargan statistics appear insignificant and 

Table 4. Descriptive analysis
Variable Mean Std. Div. Min. Max. Observations
ARL 55.37 10.05 10.00 126.00 1,020

MO 0.02 0.09 0.00 0.66 1,020

FO 0.13 0.19 0.00 0.95 1,020

GO 0.11 0.18 0.00 0.90 1,020

IO 0.08 0.19 0.00 0.80 1,020

ACS 3.49 0.67 3.00 5.00 1,020

ACI 0.53 0.16 0.17 0.80 1,020

AT 0.55 0.49 0.000 1.00 1,020

ROA 0.06 0.09 −0.64 0.75 1,020

FS 9.37 0.77 7.29 14.04 1,020

LEV 0.22 0.19 0.00 0.78 1,020

Notes: ARL = audit report lag, MO = managerial ownership, FO = family ownership, GO = government ownership, IO = 
institutional ownership, ACS = audit committee size, ACI = audit committee independence, AT = auditor type, ROA = 
return on assets, FS =firm size and LEV = leverage. 
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thus, indicating that the GMM instruments used are valid and robust. Also, the second-order test 
AR (2) condition is there should be no correlation in the disturbance term. Therefore, if the P-value 
of AR (2) is significant, it shows that the assumption of uncorrelated error terms in AR (2) is 
violated (Hansen, 1982). Thus, a significant p-value indicates some degree of misspecification, 
demonstrating that the GMM estimate suffers from the second-order serial correlation. 
Accordingly, the AR (2) p-value in the presented results looks insignificant, implying the specified 
GMM model does not suffer from the second-order serial correlation. In sum, the GMM results 
presented in this study appear consistent and efficient.

Furthermore, the model specification shows that the lagged dependent variable (ARLi, t-1) 
coefficient is positive and significant at the 1% level. This significant result suggests that the 
specified model is dynamic and confirms that the firms adjust their financial reporting processes 
to achieve a timelier disclosure (Bazhair & Alshareef, 2022; Duru et al., 2016). Therefore, the finding 
confirms the dynamism of corporate financial disclosure in an attempt to comply with financial 
reporting standards. Turning to the main results, the coefficient of managerial ownership looks 
positive and significant at the 1% level. The evidence indicates that as managerial ownership rises, 
the firms’ audit report lag increases. The result is consistent with the argument that high manage-
rial ownership may enhance managerial entrenchment and undermine firms’ internal control 
systems (Basuony et al., 2016; Le & Nguyen, 2023; Shan, 2019). In this scenario, a weaker internal 
control may lessen the reliability of external auditors on financial statements of companies with 
high managerial shareholding. Thus, the evidence implies that external auditors may require 
greater scrutiny in Saudi firms with high managerial shareholding, leading to high audit report lag.

However, the family ownership coefficient appears negative and significant. The outcome 
implies that the firms’ financial reporting timeliness may enhance as family ownership increases. 
This supports agency and stakeholder hypotheses that ownership is an important control mechan-
ism that can improve organisational efficiency (Hasan et al., 2022; Manogna, 2021; Shleifer & 
Vishny, 1997). The result agrees with the finding that family-controlled firms embrace sound 
corporate governance to signal the firms’ integrity to outsiders (Al-Bassam et al., 2018; 
Manogna, 2021; Waris & Haji Din, 2023). In this way, external auditors may require a shorter 
time to scrutinise the financial records of Saudi family-owned companies, leading to lower audit 

Table 5. Correlation results
Variable ARL MO FO GO IO ACS ACI AT ROA FS LEV

ARL 1.000

MO 0.084b 1.000

FO −0.059c −0.035 1.000

GO 0.011 −0.202a −0.096a 1.000

IO 0.047 −0.067b −0.054c −0.044 1.000

ACS 0.166a −0.108a −0.012 0.264a 0.008 1.000

ACI −0.008 0.070b 0.016 0.037 0.111a 0.129a 1.000

AT 0.017 0.086a −0.015 0.229a 0.005 0.126a 0.056c 1.000

ROA −0.711a 0.044 0.047 −0.016 0.025 −0.007 0.014 0.118a 1.000

FS 0.078b −0.024 −0.077b 0.587a 0.122a 0.341a 0.094a 0.415a 0.033 1.000

LEV 0.075b 0.043 −0.008 0.133a 0.126a 0.049 0.060c 0.219a −0.148a 0.377a 1.000

a, b & c indicate significance at 1%,5% and 10%, respectively. 
Notes: ARL = audit report lag, MO = managerial ownership, FO = family ownership, GO = government ownership, 
IO = institutional ownership, ACS = audit committee size, ACI = audit committee independence, AT = auditor type, 
ROA = return on assets, FS =firm size and LEV = leverage. 
See Table 3 for the measurements of these variables. 
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report lag. In contrast, government ownership is insignificant in influencing Saudi firms’ financial 
reporting timeliness, thus rejecting H3. The result lends little support to the literature segment, 
which emphasises that active monitoring of government ownership tends to enhance timelier 
corporate disclosure (Le & Nguyen, 2023; Munisi et al., 2014; Wang et al., 2011).

On the other hand, the institutional ownership coefficient appears negative. This finding dis-
agrees with Ebaid (2022), who found an insignificant relationship between institutional ownership 
and Saudi firms’ audit reporting lag. The outcome confirms the agency theory argument that these 
investors may shape firms’ internal governance because of their sophisticated financial expertise 
(Bataineh, 2021; Patricia, 2022). Also, the result concurs with Basuony et al. (2016) and Alfraih 
(2016), who reported that careful monitoring from institutional investors might reduce audit report 
lag significantly. Notably, the finding suggests that institutional ownership may be a robust 
mechanism that can strengthen the Saudi firms’ internal control systems, and reduce audit 
queries, leading to quicker release of financial reports.

Regarding the control variables, the regression results strongly reveal that audit committee 
size and audit report lag are positively related. This finding validates prior studies that argue 
that smaller audit committees may be more effective in discharging their oversight duties 
(Boshnak, 2021a; Hassan, 2016). Therefore, the finding suggests that a smaller audit commit-
tee monitoring may be more entrenched in strengthening internal control for a lower audit 
report lag in the Saudi context. As expected, the audit committee independence coefficient is 
negative and significant. Hence, the outcome is consistent with studies that found that 
independent directors in the audit committee may assist firms in designing better policies to 

Table 6. Main regression results (2-step system GMM)
Variable Coefficient/standard error
ARLi,t−1 0.2480 (0.0280) ***

Managerial ownership 4.8206 (1.0475) ***

Family ownership −17.5566 (4.8439) ***

Government ownership −5.1283 (4.994)

Institutional ownership −3.4194 (1.6277) **

Audit committee size 2.6393 (0.1683) ***

Audit committee independence −3.6768 (0.2232) *

Auditor type −1.3024 (0.5560) **

Return on assets −82.5849 (2.991) ***

Firm size 3.3930 (3.9213)

Leverage 11.8072 (4.6721) **

Sargan statistics 0.4675

AR (1) test (p-value) 0.009

AR (2) test (p-value) 0.2142

Number of groups 102

Number of instruments 38

Year dummies Yes

Firm effects Yes

Industry effect Yes

Notes: This table presents the regression results on the relationship between ownership structure and audit report lag 
using the 2-step system GMM. 
*,** & *** show significance level @ 1%, 5% and 10%, respectively. 
The numbers in parentheses are standard errors robust to heteroscedasticity. 
See Table 3 for the definitions of the variables. 
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remedy their financial reporting weaknesses (Hasan et al., 2022; Lajmi & Yab, 2022). The 
evidence implies that as the ratio of independent directors in Saudi firms’ audit committees 
rises, internal audit functions may improve, resulting in fewer audit queries and lower audit 
report delays. Concerning auditor type, this study significantly found that Saudi firms audited 
by the Big Four are more likely to have shorter audit lag. The evidence supports the conclusion 
that Big Four audit firms are relatively more efficient, employ more staff, and have better 
access to resources and audit technology than their counterparts (Al-Ahdal & Hashim, 2022; 
Basuony et al., 2016). The regression results also reveal that profitable firms have timelier 
financial reporting because disclosing higher profitability is good news to the public (Baatwah 
et al., 2015; Ebaid, 2022). However, the finding in this research insignificantly indicates that 
firm size and audit report lag are positively associated. This evidence suggests lesser support 
for the proposition that larger companies may possess more robust internal control systems 
that external auditors may rely upon, resulting in quicker financial information disclosure 
(Alfraih, 2016; Oussii & Taktak, 2018). Finally, this research found a strong positive relationship 
between leverage and audit report lag. This finding implies that high gearing may prevent 
Saudi companies from timelier financial reporting. The result contradicts Basuony et al. (2016), 
and Ebaid (2022), who emphasise that high leverage may pressure companies to release their 
financial statements timely to boost creditors’ confidence regarding their ability to repay such 
debts.

7. Additional analysis
Table 7 provides additional regression analysis using logarithms of audit report lag (LOGARL) as a 
robustness check. This measurement may control outlier and nonlinearity effects, if any, in a 
specified model (Baatwah et al., 2015). The analysis was similarly conducted using the 2-step 
system GMM.

Table 7. Regression results for robustness check (2-step system GMM)
Variable Coefficient/standard error
LOGARLi,t−1 0.1877 (0.0294) ***

Managerial ownership 0.0399 (0.0181) **

Family ownership −0.2574 (0.0743) ***

Government ownership 0.1536 (0.0968)

Institutional ownership −0.0481 (0.0127) ***

Audit committee size 0.0203 (0.0013) ***

Audit committee independence −0.0246 (0.0111) **

Auditor type 0.0036 (0.0026)

Return on assets −0.6108 (0.2650) **

Firm size 0.0862 (0.1097)

Leverage 0.1085 (0.0581) *

Sargan statistics 0.3569

AR (1) test (p-value) 0.002

AR (2) test (p-value) 0.1192

Number of groups 102

Number of instruments 38

Year dummies Yes

Firm effects Yes

Industry effect Yes

Notes: *,** & *** show significance level @ 1%, 5% and 10%, respectively. 
Notes: The numbers in parentheses are standard errors robust to heteroscedasticity. 
See Table 3 for the definitions of the variables. 
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According to this additional evidence, managerial ownership maintained its positive and sig-
nificant coefficient, similar to the results in Table 6. On the other hand, family and institutional 
ownership remained negative and significantly related to audit report lag, as earlier found. 
However, government ownership maintained its insignificant effect. Additionally, the control vari-
able demonstrated a similar outcome consistent with earlier regression results. In sum, this 
research confirms that ownership structure appears to be a significant determinant of Saudi 
firms’ audit delay using different measures.

8. Conclusion
It is widely believed that corporate ownership is a crucial corporate governance mechanism that 
can enhance organisational efficiency. However, despite revealing the vital role of corporate own-
ership in promoting organisational outcomes, only a few studies evaluate the effect of ownership 
structure on audit report lag. Besides, the bulk of past empirical works on firms’ audit delay 
determinants wholly employed static estimation and thus ignored the dynamic of financial report-
ing. The Saudi corporate environment is chosen for this study because enhancing financial report-
ing quality should be given much attention in the country due to its institutional weakness and 
absence of an effective market for corporate control. Also, the country’s corporate environment is 
associated with high government and family ownership and low institutional shareholding. 
However, some reforms are being undertaken in the country’s corporate sector regarding owner-
ship structure to attract foreign investment. Therefore, this research provided an empirical analysis 
of the relationship between ownership structure and audit report lag. Using a dynamic framework, 
the paper sampled 102 Saudi non-financial listed companies from 2012–2021. The dynamic 
analysis reveals that Saudi firms adjust their financial reporting systems to achieve timelier 
disclosure. Also, the evidence suggests that Saudi companies with higher managerial ownership 
may be associated with longer audit delays. However, institutional and family ownership may 
enhance the financial reporting timeliness of the firms. Moreover, it was found that audit commit-
tee size and independence explained Saudi companies’ financial reporting timeliness. Also, the 
study supports the view that auditor type and profitability may reduce audit report lag. Overall, the 
results confirm the agency and stakeholder predictions of the relationship between ownership 
structure and financial reporting timeliness.

This research contributes to the literature by providing a broader empirical analysis of how 
different ownership monitoring mechanisms may influence financial reporting timeliness. Most 
importantly, this research provides further insight into the growing literature on the dynamism of 
financial reporting systems. As such, this study offers more consistent empirical evidence by 
applying a robust methodology that addresses the endogeneity issue inherent in corporate gov-
ernance studies.

Moreover, the research findings have some implications for enhancing financial reporting quality. 
The outcome of this study suggests that in the Saudi context, family and institutional monitoring 
seems to be an effective control mechanism that may force managers to embrace the timely 
disclosure of financial reports. Thus, reducing the audit report lag may mitigate information asym-
metry, thereby enhancing investors’ confidence. Similarly, regulators and policymakers may find the 
research outcome helpful in understanding the factors influencing audit report lag. Also, the findings 
may help regulators redesign corporate governance codes and other stock market regulations for 
better investment decisions. Finally, as it applies to many studies, this study has some limitations. 
This study focuses on financial firms. As such, future studies should focus on financial companies to 
validate the research findings. Even though this research controls for some variables that the 
literature suggests may influence financial reporting lag, several other factors have not been 
considered in this study. Therefore, upcoming studies should include other factors influencing 
audit report lag which have not been included in this study, such as audit fees, audit tenure and 
board attributes etc. Likewise, similar studies need to be conducted in other emerging economies to 
investigate factors determining audit delay in a dynamic setting to confirm the findings of this study.
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