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Wafa Ghardallou (Saudi Arabia)

THE IMPACT OF FIRMS AND CEOs

SOCIAL MEDIA USAGE ON
CORPORATE PERFORMANCE

Abstract

The impact of social media usage on corporate performance has not been examined in
the Saudi context. This paper aims to investigate the influence of social media, name-
ly companies’ and CEOs’ involvement in Twitter and LinkedIn, on the profitability
of Saudi Arabia listed firms. A dynamic panel estimation method is used to empiri-
cally assess this relationship. The study employs 120 firms listed on the Saudi Stock
Exchange Tadawul from 2014 to 2017. Data are obtained from the companies’ annual
reports. Statements of financial status as well as income statements are used to collect
data on the dependent variable and control variables. The results show that having a
LinkedIn official account by both the CEO and the company does not improve the en-
terprise performance. In contrast, companies that are active on Twitter will contribute
to an increase in their short-term performance. CEOs who engage in Twitter via a high
number of followers help to boost the performance of their companies in the long and
short term. Hence, this paper recommends that Saudi firms should be aware that their
performance could be increased by monitoring their presence on social networks and
by having a strong intention to use these tools.

Keywords firm performance, CEOs’ social media usage, companies’
social media usage, Saudi listed firms
JEL Classification L25, G30, G32

INTRODUCTION

In today’s modern world, social networks usage has completely
changed the way persons and companies communicate. Social me-
dia becomes the main source that facilitates the transfer of flow of
information and knowledge. Internet technology has also changed
the manner firms disclose their financial statements through gradu-
ally changing the extent of corporate disclosure to social platforms.
Throughout the past, firms used to communicate financial informa-
tion via regular reports and official statements. However, with the in-
creased prevalence of social media, this type of disclosure has changed.
Nowadays, companies share financial information and news through
official webpages, social platforms and executives’ personal accounts.
Firms are increasingly encouraged to use social media because it helps
to reduce asymmetric information between the company and the in-
vestors and influences the investors’ emotional response (Chen et al.,
2014). Investors use information disclosed via social networks to pre-
dict future stock fluctuations (Bollen et al., 2011; Sul et al., 2014) and
thus make the right decision (Nofer & Hinz, 2015).

Other benefits that come from enhanced internet activity is the free-
dom to act in terms of timing process and type of data. This freedom
creates new opportunities to negotiate directly with shareholders by
allowing them to respond in a timely manner to any news. Besides,
companies’ future profits get enhanced after using social media (Sang,
2014). Information communicated through social platforms can influ-
ence and predict stock market movements (Cole et al., 2015; Zheludev
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et al.,, 2014). For instance, Bollen et al. (2011) demonstrate that companies’ announcements on Twitter
are good predictors of Dow Jones industrial index.

On the other hand, chief executive officers, as the company’s primarily representative leaders, may also
profit from social media by increasing their presence on social networks in order to meet a large audi-
ence (Sul et al., 2014). Furthermore, investors are more likely to invest when CEOs communicate infor-
mation about their companies through their personal webpages (Elliott et al., 2018). It is also argued
that CEOs’ usage of social media enhances the firms’ revenues (Mcpherson et al., 2001). Hence, CEOs
around the world are increasingly using social networks to influence shareholders and build a positive
image of their company. In this regard, chief executives’ involvement in social media activities has in-
creased from 36% to 66% between 2010 and 2012 (Weber Shandwick’s Survey, 2012). Therefore, many
scholars claim that CEOs’ engagement in social networks has a positive effect on a company’s perfor-
mance (Cianci & Kaplan, 2010; Benthaus et al., 2016). Other researchers underline the prominent role
that firms’ engagement in social platforms play in boosting their performance (Rodriguez et al., 2012;
Paniagua & Bolufer, 2014; Parveen et al., 2015; Ainin et al., 2015).

Although the relationship between social media usage and firm performance is a current subject, as far
as the author knows, no previous research has examined this connection in the context of Saudi Arabia.
Therefore, this paper aims to fill this gap by studying the impact of social media usage on Saudi listed
firms. It particularly investigates whether company’s use of online social media and CEO presence on
social networks explain the firm performance.

The choice of the Saudi market is motivated by the fact that Saudi Arabia is an emerging economy that
has the largest social media presence in the world (KSA Social Media Statistics, 2020). In the last decade,
Saudi Arabia has recorded an unprecedented raise in the number of online social media users. In this
regard, Facebook and Twitter dominate with the largest number of social media users in the kingdom
(Ministry of Communications and Information Technology, 2021).

As such, studying this phenomenon is a real opportunity that brings new insights regarding the per-
formance of firms in Saudi Arabia. This study attempts to provide researchers with a first look at social
technologies’ usage and corporate performance, and thus intends to open doors for future studies in
emerging countries.

This paper is structured as follows: The first section reviews the literature on social media usage by a
company and CEOs and business performance. It highlights the theoretical background and develops
the hypotheses of the study. The second section describes the empirical methodology. Results are pre-
sented in section 3. The last section concludes the paper.

1. THEORETICAL

2.0, and that allow the creation and exchange

BACKGROUND of user generated content” (Kaplan & Haenlein,

2011). In addition, according to Mou et al. (2013),
AND HYPOTHESES social media includes web-based technologies.
DEVELOPMENT This paper draws inspiration from the social

network theory to explain theoretical links of

This study focuses on the impact of CEOs’ and
companies’ usage of social media and networks
on the financial performance of a firm. The lit-
erature defines social media as “a group of in-
ternet-based applications that build on the ide-
ological and technological foundations of web
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the relationship between social media usage and
enterprise performance.

The social network theory stipulates that social

relationships play a prominent role in exchang-
ing information and in transferring social me-
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dia influence. Particularly, the importance of
media effects has been expanded since 1960s. In
this respect, the theory differentiates between
individual use of social media and company
usage of social networks (Schaupp & Belanger,
2014). The social network theory predicts a pos-
itive link between social media use and firm
performance. First, it is argued that networking,
i.e., the use of twitter, Facebook, LinkedIn, etc.
enhances the exchange of information and en-
larges communication channels, which reduc-
es information asymmetries and uncertainty
between managers (Sang, 2014). Indeed, Sang
(2014) argues that social media usage decreas-
es problems of uncertainty, especially with the
company’s customers, since these latter got ac-
curate information, which, in turn, improves
the performance of an organization.

In addition, the usage of social media allows the
company to take advantage from various oppor-
tunities, including searching and sharing infor-
mation, seeking for new customers, announcing
positive signals to the market (Parveen et al,,
2015). Online social platforms contribute to and
facilitate knowledge sharing between the com-
pany and its stakeholders (Sigala & Chalkiti,
2015). Making the information available, rele-
vant and timeliness is very important in helping
investors and customers to make the right deci-
sion (Barreda et al., 2015).

Similarly, it is claimed that companies that use
social media are more likely to realize higher
sales growth as they are connected directly to
consumers at low cost and at a timely manner
(Mangold & Faulds, 2009; Kaplan & Haenlein,
2011; Lee et al., 2015). Besides, social media
utilization enables the organization to benefit
from advantages of online environment such
as Twitter, MySpace, etc. (Kaplan & Haenlein,
2011).

Likewise, Nguyen et al. (2015) stipulate that so-
cial technologies permit to share experiences,
to accumulate knowledge and to enhance the
learning process, with positive effects on the
firm performance. Moreover, internal usage of
social media enhances knowledge sharing with-
in the company and reduces information asym-
metry, thus resulting in higher performance

http://dx.doi.org/10.21511/imfi.18(4).2021.03

(Cao et al, 2018). Kiron et al. (2012) demon-
strate that firms can benefit from social net-
work usage by adopting better marketing strate-
gies and innovating in the management process.

Moreover, top managers may profit from so-
cial media usage by developing social capital
through increasing the number of relationships
with investors and financial institutions. Social
capital will in turn be used in order to enhance
the value of their companies (Fernandez-Pérez
et al., 2013), and thus their financial perfor-
mance. Furthermore, according to the social
network theory, CEOs’ achievements are pos-
itively correlated with managers’ use of social
network (Peng & Luo, 2000). Better chief exec-
utives’ performance will certainly improve the
organization value.

Geletkanycz et al. (2001) advocate that social-
ly connected CEOs are more likely to develop
best practices and can easily benefit from trans-
fer of expertise, which in turn will positively af-
fect the growth of a firm. In the same vein, so-
cial network usage can help CEOs to open new
doors for the company. For instance, Agrawal
and Knoeber (2001) demonstrate that politically
connected managers via social platforms are in
a better position to negotiate new government
contracts.

Besides, some authors advocate that CEOs as
representatives of a company have a great influ-
ence on investors’ reaction (Constantetal., 1996).
In this regard, Benthaus et al. (2016) studied the
influence of CEOs’ Twitter posts on NYSE and
NASDAQ stock markets. The authors found
that Twitter posts have a significant impact on
stock prices and that information is carefully
reflected in investors’ decisions. Furthermore,
Sul et al. (2014) stipulate that this influence
increases with the user’s popularity on social
platforms. Indeed, Elliott et al. (2018) demon-
strate that CEOs who actively communicate de-
tails about the company on social platforms can
mitigate the impact of any negative information
and can affect investors’ decision-making pro-
cess. In fact, investors are more ready to invest
in the firm when the CEO in person discloses
information regarding the company rather than
by means of their relationships or through the
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company’s website. Hence, executives’ engage-
ment in social media networks should increase
the performance of their firm due to their ex-
pertise and popularity.

Additionally, Koo and Jung (2011) argue that
the usage of social platforms by employees in
the company increases their task performance.
The social network theory suggests that so-
cial networking facilitates the flow of knowl-
edge between employees, leading to an infor-
mation-rich structure within the organization
(Aral et al., 2013; Wu, 2013). Actually, employ-
ees who work in an environment in which infor-
mation is communicated fluently are more like-
ly to be more productive with a positive impact
on firm performance.

Although the theoretical literature suggests a
positive influence of social network usage on
firm performance in terms of innovativeness
improvement and operational efficiency, it is es-
sential to report that several scholars stress the
potential drawbacks of organizations’ usage of
social media. Indeed, it is claimed that directors
who are connected on social platforms are less
monitored and have more freedom. These latter
can be more independent and may use this lib-
erty to act in their own self-interest against the
shareholders’ interests and wealth. Furthermore,
top managers can benefit from information
asymmetry to serve their objectives. In addition,
work could be disrupted and employees may be
distracted from work-related communication
because of excessive usage and interaction on
social media, which will cause a reduction in
productivity and decreases firm performance
(Leonardi et al., 2013). Besides, the flow of firms’
knowledge and information that circulate out-
side the company via social platforms can lead
to the divulgation of confidential information
that may hurt company’s innovativeness.

In conclusion, based on the review of the lit-
erature on social network theory and business
performance, this study predicts a positive link
between social network usage and firm perfor-
mance. This is because social media usage de-
creases problems of uncertainty, especially with
the company’s customers, since clients got ac-
curate information; which in turn improves the
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organization’s performance. Besides, compa-
nies that use social media are more likely to re-
alize higher sales growth as they are connected
directly to consumers at low cost and at a timely
manner. Furthermore, social technologies allow
you to share experiences, accumulate knowledge
and improve the learning process, with positive
effects on the firm’s performance. Finally, top
managers may profit from social media usage
by developing social capital through increasing
the number of relationships with investors and
financial institutions. Social capital will in turn
be used to enhance the value of their compa-
nies. Therefore, the following hypotheses are
predicted:

HI: A company’s use of social media positively af-
fects its financial performance.
H2: CEO’s usage of social media positively affects

a company’s financial performance.

2. METHODOLOGY

The focus of this paper is two-fold. First, it aims
to investigate the effect of the firm’s presence on
online social media on its performance. Second, it
attempts to examine the specific effect of CEO’s
usage of social platforms on firm’s financial per-
formance. Data is obtained from Tadawul stock
exchange and particularly from the companies’
annual reports. This study specifically uses state-
ments of financial position as well as income state-
ments to collect data on the dependent variable
and control variables. The dependent variable and
the explanatory variables are described in the next
section. Data on social media usage either by a
company or by a CEO are obtained from Tweeter,
LinkedIn and other online social media. The study
employs 120 listed non-financial firms from 2014
to 2017. Financial firms are excluded because of
their specific reporting standards. In addition,
firms with many missing values are eliminated
from the sample.

2.1. The dependent variable
The dependent variable measures a firm’s per-

formance. Three different variables to measure a
company’s performance were employed: return on

http://dx.doi.org/10.21511/imfi.18(4).2021.03
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assets (ROA), return on equity (ROE), and Tobin’s
Q (Tobin). These variables are the ones that are
commonly used in the related literature (Binacci
et al., 2016). Moreover, it is worth to note that the
utilization of these various measures allows eval-
uating the diverse dimensions of the performance.
Indeed, it is argued that return on assets and re-
turn on equities measure the accounting perfor-
mance, whereas Tobin’s Q assesses the company’s
market performance.

Return on assets (ROA) is the ratio of the net income
divided by the total assets. It shows the rate of return
a company achieves after using its resources. This
measure considers both the operational and the his-
torical events of the company. Thus, ROA indicates
the firm’s efficiency when using its assets.

Return on equities (ROE) is defined as the ratio of
net income to total equities. It measures the return
on investment of the shareholders and the amount
of profits as a percentage of the shareholders’ equi-
ties. Accordingly, return on equities indicates the
income that the firm generates as of the sharehold-
ers’ investments.

Tobin’s Q (Tobin) is defined as the sum of the mar-
ket value of equity and the book value of total assets

minus the book value of equity, divided by the book
value of total assets. Tobin’s Q reflects the company’s

market value. When the ratio exceeds the value of
1, company’s stocks are undervalued, whereas, when

the ratio is between 0 and 1, stocks are overvalued by
the market, since the replacement costs of the assets

are greater than the market value.

Finally, it is essential to report that using the above
variables allows you to measure both the short-
run and long-run performance because return on
assets and return on equity are short-term per-
formance measures, whereas Tobin’s Q measures
the long-term performance. Indeed, Caton et al.
(2001) stipulate that Tobin’s Q measures the abil-
ity of a firm to enhance its performance over the
long-run period.

2.2.The independent variables
According to what is described above, this study

attempts to investigate the effects of social me-
dia usage on firm performance. To do this, the

http://dx.doi.org/10.21511/imfi.18(4).2021.03

study follows the prior literature and employs
an assortment of variables that proxy engage-
ment in online social platforms. In the context
of Saudi Arabia, the most common social media
being used by business companies are LinkedIn
and Twitter. Therefore, data on firms’ and CEOs’
usage of LinkedIn and Tweeter are collected.
Firms’ usage of LinkedIn is respectively meas-
ured by two variables: The first one is defined
as the company’s presence on LinkedIn (Comp_
Link), which is a binary variable that equals 1 if
the company has an active account on LinkedIn,
and 0 otherwise. The second variable reflects
the degree to which the company is active on
LinkedIn (Comp_Conn) and is measured by the
number of connections in LinkedIn. Similarly,
firms’ usage of Twitter is measured by three var-
iables. The first one is a binary variable (Comp_
Twitter) that takes the value of 1 if the compa-
ny has an account on Twitter, and 0 otherwise.
The second and the third variables capture the
activity of the company on Twitter and are re-
spectively measured by the number of compa-
ny’s followers on Twitter (Comp_Foll) and the
number of company’s tweets (Comp_Tweets).

CEOs’ usage of LinkedIn is also measured by two
variables: The first one is defined as the CEO’s
presence on LinkedIn (CEO_Link), which is a bi-
nary variable that equals 1 if the CEO has an ac-
tive account on LinkedIn, 0 otherwise. The second
variable reflects the degree to which the CEO is
active on LinkedIn (CEO_Conn) and is measured
by the number of connections on LinkedIn.

Likewise, CEOs’ usage of Twitter is measured by
three variables. The first one is a binary variable
(CEO_Twitter) that takes the value of 1 if the CEO
has an official account on Twitter and 0 otherwise.
The second and the third variables reflect CEO’s
activity on Twitter and are respectively meas-
ured by the number of CEO followers on Twitter
(CEO_Foll) and the number of CEQO’ tweets
(CEO_Tweets).

2.3.The control variables
The econometric model includes a list of con-
trol variables to take into account the impact

of firm-specific effects on the estimated results
(Nguyen & Nguyen, 2020; Ghardallou at al., 2020).
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The following control variables are used: the size
of a company (Ln-Size) measured by the natural
logarithm of total assets. The impact of the firm
size on its performance is predicted to be positive.
Indeed, previous studies consider that big compa-
nies are better able to negotiate in order to obtain
finance with preferable interest rates. In addition,
larger firms hold more resources, which leads to
greater efficiency.

The second control variable is the firm lever-
age (Leverage). Most of the empirical literature
measures the leverage of a firm by the ratio of
total debts to total assets. The effect of debts on
corporate performance is ambiguous. On the
one hand, some authors claim that more debts
have a positive effect on the financial perfor-
mance (Jensen, 1986). This is because debt is
considered as an instrument that reduces agen-
cy conflict problems. Indeed, more debts will
encourage managers to serve lenders and reduce
their willingness to invest when investment op-
portunities are rare. On the other hands, an-
other empirical literature pointed out the nega-
tive effects of leverage on firm performance. In
this regard, debts are considered as a measure
of firm risk. Particularly, more debts are likely
to increase default risk and lead to lower firm
performance. Lastly, the tangibility of assets
(Tangible) is included as an additional control
variable. The variable (Tangible) is measured as
the ratio of fixed assets to total assets. The liter-
ature claims that there is a negative relationship
between tangible assets and firm performance.
This is because tangible assets are a proxy of
agency costs and thus financial distress. Indeed,
companies may use tangible assets as collaterals
to secure their debts. Therefore, the tangibility
of assets tends to be positively correlated with
the firm’s leverage. However, as highly indebted
firms are characterized by lower performance,
the tangibility of assets will be associated with
lower financial performance (Al-Najjar, 2011).

2.4.The econometric model

The impact of social media usage on firm per-
formance will be assessed through panel data
analysis. Panel model is commonly used to re-
solve unobserved heterogeneity issues (Pervan
et al., 2019; Cheng et al., 2020). Following pri-

26

or literature, three different regression models
are estimated using the System-GMM estimator.
More specifically, the three equations are esti-
mated using the two-step GMM estimator with
correction from Windmeijer (2005). Variables
that are related to social media usage are as-
sumed to be exogenous. In contrast, the rest of
the variables are considered as endogenous and
are instrumented by their lags of no more than
three periods.

The estimated specifications are the following:

ROA4, =a+ p,Lag _ROA+
+p,Comp _ Link, + 3,Comp _Conn,, +

+B,Comp _Twitter, + ,Comp _Foll,+ (1)
+pB,Comp —Tweets,, + fCEO _ Link, +
+B,CEO _Conn, , B,CEO _Twitter, +
+B,CEO _Foll, +

+ B,,CEO _Tweets, B2, +e,.

ROE, =a+ B,Lag _ ROE +

+B,Comp _ Link, + B,Comp _ Conn,, +
+p,Comp _Twitter, + f,Comp _ Foll, + o
+B,Comp —Tweets, + f,CEO _ Link, +
+B,CEO _Conn, B,CEO _Twitter, +
+B,CEO _Foll, +

+B,,CEO _Tweets, .p,Z, +e,.

Tobin, = a + f,Lag _Tobin+

+p,Comp _Link, + 3,Comp Conn, +
+pB,Comp _ Twitter, + ,Comp _ Foll, + 3)

+p;Comp —Tweets, + S,CEO _ Link, +
+B,CEO _Conn, + B,CEO _ Twitter; +
+p5,CEO _Foll, +

+B,,CEO _Tweets, .p,,Z, +e,.
where, ROA,, ROE,, and Tobin, are different
measures of firm performance, ﬁo is a constant
term, Z,, is the vector of control variables, and e,
is the error term. Control variables are described
in the above section. Dependent and explanatory
variables are further described in detail in Table 1.

http://dx.doi.org/10.21511/imfi.18(4).2021.03
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Table 1. Variables’ definition

Variable : Definition : Measure
ROA i Return on assets performance measure i Ratio of net income divided by total assets
ROE ..................... Return on equity performance measure Ratio of net income to total equities
Sum of the market value of equity and the book value of total
Tobin Tobin’s Q performance measure assets minus the book value of equity, divided by the book value of
............................................................... tOtal assets
Comp._Link Company usage of LinkedIn ;Abinary variable that equals 1 if the company has an active

egree to which the company is active on

Comp_Conn inkedIn

i Firms’ usage of Twitter

Captures the activity of the company o r

Captures the activity of the company on Twitter

CEO_Link CEQ’s presence on LinkedIn
(CEO_Comn_

CEO_Twitter CEOs’ usage of Twitter
CEO_Fo/l .............. Reflects CEO's activity on Twitter
CEOfTweets .......... ‘Reflects CEO's activity on Twitter

iaccount on LinkedIn, and O otherwise

Number of connections in LinkedIn

{ A binary variable that takes the value of 1 if the company has an

i account on Twitter, and 0 otherwise

Number of the company’s followers on Twitter

Number of the company’s tweets

i A binary variable that equals 1 if the CEO has an active account on
i LinkedlIn, O otherwise

Number of connections on LinkedIn

{ A binary variable that equals 1 if the CEO has an official account on
i Twitter and O otherwise

Number of CEQ’s followers on Twitter

i Number of CEQ’s tweets

3. RESULTS

3.1. Descriptive statistics

Descriptive statistics show the mean, the stand-
ard deviation, the minimum and the maximum
values of all the variables included in the mod-
el. These statistics are shown in Table 2. Besides,
Table 3 shows descriptive evidences regarding the
evolution of a firm’s performance depending on
the usage of social media respectively by the com-
pany and the CEO. This aims to examine if there is
a statistically significant difference in the perfor-
mance of firms engaged on social media (group 1)

Table 2. Descriptive statistics

and those that are not (group 0). Table 3 displays
the mean, standard deviation and the p-values.
Surprisingly, results in Table 3 demonstrate that
there is no significant difference between firms
that have an official twitter account and the con-
trol group. Besides, it seems that companies that do
not use LinkedIn, outperform those that have an
official account. On the other hand, firms whose
executives have Twitter account perform better
than those whose CEOs do not use Twitter ac-
count. Finally, results reported in Table 3 demon-
strate that the difference between the two groups,
depending on whether a CEO has a LinkedIn ac-
count or not, is not statistically significant.

Variables Obs Mean Std. Dev. : Min Max
.041 .287 : -5.815 377
e ae T oo s
.340 0
Cisesss e o
1888889 .391 0
S S
.384 0
LBlolesL 0
499 o
s e

Tangible

http://dx.doi.org/10.21511/imfi.18(4).2021.03
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Table 3. Firms’ performance based on the social media usage

Social media ‘ Firm performance measure . Groups Mean : Standard deviation | P value
: * .055 * 063 '
Company on LinkedIn ROA e 0.092
,,,,,,,, 038 351
.104 129
Company on LinkedIn ROE e 0.028
,,,,,,,, 043 629
) ) .345 453
Company on LinkedIn Tobin’s Q s 0.013
"""" .065 534
) .031 436
Company on Twitter ROA U 0.615
,,,,,,,, 048 083
) .025 779
Company on Twitter ROE e 0.366
"""" .080 164
i X 2.322 1.854
Company on Twitter Tobin’s Q s 0.598
"""" 2.223 1.652
' ) .0007 0790
CEO using Twitter ROA e 0.094
,,,,,,,, ‘ 059 234
. . Group=0 —.0309 124
CEO using Twitter ROE s e 0.048
"""" Group =1 .092 959
) ) ) Group=0 .296 .253
CEO using Twitter Tobin'sQ e s 0.026
,,,,,,,, Group =1 472 434
. . Group =0 .039 .356
CEO using LinkedIn ROA e e 0.879
,,,,,,,, Group = 1 033 LICT
. ) Group =0 .0468 .633
CEO using LinkedIn ROE e s 0.882
"""" Group=1 .058 199
. . X Group =0 2.275 1.802
CEO using LinkedIn Tobin'sQ i s 0.929
Group=1 2.297 1.600

Note: Two-sample t-test with equal variances.

3.2. Correlation matrix

The data is further analyzed by exploring the
correlation between different explanatory var-
iables and the dependent variable. Table 4 dis-
plays the correlation matrix; the results show
that all the independent variables are weakly

Table 4. Correlation matrix

correlated, which allows their inclusion simul-
taneously in the same specification. In addition,
social media variables are shown to be corre-
lated with the various dependent variables.
However, it is important to note that the sense
of the relationship varies depending on the so-
cial media platform.

Variables: (1) : (2) (3)  (4) | (5) : (6) (7) : (8 : (9)  (10) : (11) : (12) = (13) @ (14) : (15) :(16)
ROA H 1 H H H H H H H
1
T ~0278 1
CEOLink -0.134:-0.060; 1
~0.063-0.045: 0.550 . 1
0.006 : 0.018  0.291 0.174 . 1
00350009 0,038 0110 0.351 = 1
0018 0074 0116 0092 0412 0301 1 -
~0.0321-0.047: 0.161 | 0.156 | 0.074 | 0.079 | 0.071 | 1
20.043-0.044: 0.094 : 0.082 | 0.233 | 0.201  0.013  0.157 | 1
0.064 : 0.053 | 0.240 : 0.099 : 0.315 : 0.168 : 0.176 : 0.264 : 0.289 | 1
0.035 : 0.044 | 0.230 | 0.153 | 0.253 | 0.408 ~0.014; 0.077 | 0.508 | 0.185 | 1
0.038 | 0.054 : 0260 : 0.176  0.222 : 0.345 (-0.012: 0.096 : 0410 : 0.222 1 0.509 : 1
~0.090:-0.054: 0.063 -0.007; 0.211 : 0.108 : 0.153 : 0.117 : 0.082 : 0.260 : 0.036 . 0.079
. 0.200 ~0.280-0.094-0.033: 0.108 | 0.141 : 0.037 | 0.143 | 0.554  0.321 | 0.275 : 0.227 | O.
£ 0.078 1-0.032:-0.078:-0.019' 0.024 -0.054.-0.216: 0.018 : 0.034 :-0.025 ~0.006~0.002: 0.181 : 0.306 | 1
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3.3. Results and discussion

Estimation results are respectively presented in
Tables 5-7. Table 5 includes ROA as a depend-
ent variable, whereas Tables 6 and 7 make use
of ROE and Tobin as financial performance
measures. In all the three tables, eight regres-
sions are tested. Regression (1) includes only
(Comp_Link), whereas regression (2) tests the
effect of (Comp_Link) and (Comp_conn). In
Regression (3), the impact of (Comp_Twitter) is
examined, and in regression (4), (Comp_Foll)
and (Comp_Tweets) are added. Regressions (5)
to (8) include exactly the same variables with
reference to the CEO usage of social media.
Results show that coefficients associated with
the lagged dependent variables are positive and
highly significant through all the specifications
whatever the measure of financial performance,
which is used. This justifies the use of the dy-
namic specification.

Second, results regarding the company’s usage
of LinkedIn are surprisingly negative. Indeed,
coefficients associated with (Comp_Link) and
(Comp_conn) are negative and significant re-
gardless of the measure of firm performance.
Findings suggest that Saudi firms, which are
actively engaged in using LinkedIn, will neg-
atively influence their performance. Indeed, it
looks that higher companies’ connections on
LinkedIn reduce the financial performance of
a firm. These findings imply that Saudi firms
that have official LinkedIn accounts seem to ad-
versely affect their profitability. These results
corroborate those of Baccarella et al. (2018) who
underline the negative side of social media us-
age, due to the risks associated to fake news, on-
line trolling, and the invasion of privacy.

Turning to the effect of companies’ presence on
Twitter, results reveal that coefficients of firm’s
usage of Twitter account are not significant
through all the models. Thus, having an offi-
cial Twitter account does not explain the per-
formance of Saudi public traded firms. In addi-
tion, coefficients associated with the number of
followers on Twitter are globally not significant,
except in the first model, which further demon-
strates that company’s followers on Twitter do
not affect its profitability. However, findings

http://dx.doi.org/10.21511/imfi.18(4).2021.03

provide evidence of a positive and significant ef-
fect of firm’s number of tweets on the financial
performance, with non-significant influence on
the market value measured by Tobin’s Q. Here,
it appears that when the company increases its
engagement in Twitter by rising tweets, it will
boost its short-term profitability, whereas it will
not affect its long-run performance.

Tables 5, 6 and 7 show that coefficients associat-
ed with CEO usage of LinkedIn and CEO num-
ber of connections are not significant through all
the regressions. This indicates that Saudi listed
firms’ performance is not affected by executives’
usage of LinkedIn. In other words, whether CEO
holds an official LinkedIn account or not does
not affect the profitability of the firm. Similarly,
CEO’s number of connections on LinkedIn does
not explain the business performance. Moving
to the effect of CEO involvement on Twitter, the
findings indicate that having an official Twitter
account can significantly increase the firm’s
performance. Indeed, coefficients associated
with the variable (CEO_Twitter) are positive
and significant, except for the second model
in which ROE is used as a dependent variable.
Besides, coefficients associated with the varia-
ble (CEO_tweets) and (CEO_Foll) are positive
and significant at the 1% level through all the
regressions. Therefore, directors that increase
their engagement in Twitter by rising the num-
ber of tweets and the number of followers can
significantly increase the long-run and shorn-
run performance of their company. This re-
sult confirms previous findings (Benthaus et
al., 2016) that found that CEOs’ Twitter posts
on U.S. stock markets have a significant impact
on stock prices and that information is carefully
reflected in investors’ decisions. The results of
this study are also aligned with the study of Sul
et al. (2014) who stipulate that the positive rela-
tionship between executives presence on social
media and firm performance increases with the
user’s popularity on social platforms. Moreover,
Elliott et al. (2018) demonstrate that CEOs who
actively communicate on social platforms can
mitigate the impact of negative information
about the company and can affect investors’
decision making process. Actually, investors
are more willing to invest in the firm when the
CEO personally communicates any information
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Table 5. Estimation results using the ROA performance indicator

Variables (1) (2) fo(3) (4) . (50 ¢ (6) (7) (8)
. 1.165%** 1.157+%% | 1.109%** | 1.089%** | 1.024%** | 1063*** | 1209%** 1.161%**
GG ROA e

(0.289) (0.289) (0.240) (0.242) (0.213) (0.239) (0.298) (0.291)
—0.060%** | —0.0534***
COmp_Llnk 44444444444444444444444444444444444444
(0.0115) (0.0128)
~0.000117*
Comp_conn 44444444444444444444444444444444444444
(6.98e—05)
s 0.180** 0.178** 0.0880* 0.102* 0.0858* © 0.0851* 0.232%** 0.241%**
B Size e s e e

- (0.0867) (0.0871) (0.0504) (0.0543) (0.0509) : (0.0506) (0.0523) (0.0501)
_— 0.00195 0.00279 0.0843 0.0950 0.0728 0.0826 ~0.0319 ~0.0625
angible e 2 ORI el R TR LT

(0.0756) (0.0758) (0.0650) (0.0697) (0.0599) : (0.0658) (0.0651) (0.0847)
—0.508*** i —(0.597*** i 0251 -0.323 ~0.247 —0.245 | —0.582%** | _(584%**
Leverage 44444444444444444444444444444444444444
(0.166) (0.167) (0.182) (0.205) (0.177) (0.178) (0.142) (0.139)
0.0176 0.0238
Comp_TW,t-t-e,- 44444444444444444444444444444444444444
(0.0219) (0.0263)
—1.92e—07*
COmpiFO// 44444444444444444444444444444444444444
(9.72e-08)
2.47e—-06**
CompiTWeetS 44444444444444444444444444444444444444
(1.14e—06)
—0.0704 | —0.0698
CEO LINk s e b
(0.0489) | (0.0498)
—8.73e-06
CEO_COnn 44444444444444444444444444444444444444
(1.49e—05)
0.0864**
CEO_TWIZTEF 44444444444444444444444444444444444444
(0.0421)
4.650—06***
CEO_FO// 44444444444444444444444444444444444444
(1.05e—06)
0.000594***
CEO_TWeetS 44444444444444444444444444444444444444
(0.000127)
—2.417* 0 ~1.315* ~1.505* —1.240% | —1.238*% | —3257%%* | _3g37%kx
Constant 44444444444444444444444444444444444444
(1.234) () (0.733) (0.781) (0.714) (0.716) (0.742) (0.849)
Observations 263 260 258 238 266 260 260 258
Nb. Firms 99 98 97 89 102 101 100 100
Instruments 8 8 8 10 8 9 8 9
Hansen: p val® 0.306 0.122 0.052 0.060 0.093 0.063 0.375 0.382
AR(1): p-val® 0.137 0.137 0.117 0.121 0.137 0.132 0.146 0.154
AR(2): p-valt 0.276 0.233 0.423 0.511 0.198 0.623 0.799 0.623

Note: Standard errors in parentheses. *** p <0.01, ** p < 0.05, * p < 0.1. a: Test the null hypothesis of the appropriate set of
instruments. Based on these values, the null hypothesis of the validity of instruments at the usual risk thresholds cannot be
rejected. b: Test for first-order serial correlation. c: Test for second-order serial correlation. Based on these values, the null
hypothesis of the absence of second-order autocorrelation of residuals of the prime difference model cannot be rejected.

about the company. Hence, executives’ engage-
ment in social media networks should increase
the firm’s performance due to their expertise
and popularity.

Finally, the results of the different control varia-
bles are generally in line with the previous liter-
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ature. Firm size has a positive and significant
effect on firm performance in the majority of
the specifications. Leverage has a negative and
significant effect, whereas the variable (tangi-
ble) is associated with lower market value of the
firm.
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Table 6. Estimation results using the ROE performance indicator

Variables (1) (2) N ) I (4) (5)
0.969** 0.967** | 1.010%** i 0.993%** 0.941%*
Lag_ROE 444444444444444444444444444444444444444444444444444444444444
(0.474) (0.475) (0.312) (0.316) (0.438)
—0.124*** —0.108**
COmp_Llnk ......................................................................................................................................................
(0.0395) (0.0416)
Comp_conn ......................................................................................................................................................
(0.000116)
Ln_Size 0.427*** 0.426%** 0.129 0.151 0.461%** 0.465%** 0.471%** 0.477***
(0.122) (0.122) (0.0885) (0.0979) (0.116) (0.120) (0.113) (0.119)
Tangible 0.00381 0.00439 0.147 0.167 —0.00592 —-0.00400 —-0.0242 -0.0413
(0.164) (0.164) (0.125) (0.134) (0.106) (0.110) (0.107) (0.135)
—1.159** —1.159** -0.432 -0.550 —1.172** -1.181* —1.084** -1.134*
Leverage ......................................................................................................................................................
(0.551) (0.553) (0.353) (0.406) (0.553) (0.597) (0.544) (0.582)
0.0361
Comp_Twitter
(0.0365) (0.0422)
—2.99e-07
COmp_FO// ......................................................................................................................................................
(1.84e-07)
4.12e-06*
COmp_TWeé’tS ......................................................................................................................................................
(2.30e-06)
CEO_Llnk 44444444444444444444444444444444
CEOfCOnH 44444444444444444444444444444444
CEO_TWIZTEI’ 44444444444444444444444444444444
CEO_FO/I 44444444444444444444444444444444
CEO_TWé’etS 44444444444444444444444444444444
—5.806%** -2.203
Constant
(1.787) (1.401) (1.644) (1.707) (1.601) (1.930)
Observations 263 238
Nb. Firms 99 89
Instruments 8 8 8 10
Hansen: p-val® 0.261 0.101 0.042 0.051
AR(1): p-val® 0.364 0.364 0.323 0.325
AR(2): p-val° 0.456 0.433 0.294 0.389

Note: Standard errors in parentheses. *** p < 0.01, ** p <0.05, * p < 0.1. a: Test the null hypothesis of the appropriate set of
instruments. Based on these values, the null hypothesis of the validity of instruments at the usual risk thresholds cannot be
rejected. b: Test for first-order serial correlation. c: Test for second-order serial correlation. Based on these values, the null
hypothesis of the absence of second-order autocorrelation of residuals of the prime difference model cannot be rejected.
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Table 7. Estimation results using Tobin’s Q performance indicator

Variables (1) 2 - (3 @ (5 (6 (1 (8
Lag. Tobin 03177 0317°* | 0316%* | 0.328" . 0250%* 0233 . 0246% . 0245°
- (0.130) (0.131) (0.140) (0.139) (0.123) (0.129) (0.130) (0.132)

(0.0513) &
—0.000339
(0.000290) :
0.596 -0.142 i 00949 0192 | .
(0.446) (0.137) (0.152) (0.396) (0.407) (0.414) (0.445)
Soo37oose7 | oosar | —omor | ozser T ozss osoo
(0.477) i (0.446) (0.406)
0.894 0585 1.555
(0.935)  (0.680) (1.071)
-0.187
(0.208)
. —0114 = -0.0317
SN 7 SVA VN SO SO S i 0317
.............................................................................................................. (0.148) | (0182) \
—0.000449
(0.000325) ..
................................... O34T
(0189) .
000237
.(0.00048)
0 3229 -0.147
(0) '(2.014) (5.728)
251 249 253
95 94 98
0.026 0.071 0.028 0.019
0023 o3 ooe2 " ooe
AR(2): p-val® : 0.854 : 0.822 ¢ 0.765 0.549 : 0.521

Note: Standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1. a: Test the null hypothesis of the appropriate set of
instruments. Based on these values, the null hypothesis of the validity of instruments at the usual risk thresholds cannot be
rejected. b: Test for first-order serial correlation. c: Test for second-order serial correlation. Based on these values, the null
hypothesis of the absence of second-order autocorrelation of residuals of the prime difference model cannot be rejected.

CONCLUSION

This paper sheds light on the impact of social media usage by companies and CEOs, specifically LinkedIn
and Twitter usage, on firm performance. So far, this question has received little research attention, es-
pecially in Saudi Arabia, even though the county is considered as an emerging economy that has the
largest social media usage in the world. The sample consists of 120 listed non-financial firms from 2014
to 2017, and the data was obtained from companies” annual reports, as well as from LinkedIn and Twitter
platforms for social media variables. The results demonstrate that LinkedIn usage by firms has a negative
impact on their performance. These results corroborate previous studies that pointed out the negative
side of social media usage, due to the risks associated to fake news, online trolling, and the invasion of
privacy. Besides, findings provide evidence that when a company increases its engagement in Twitter by
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rising the number of tweets, it will boost its short-term profitability, whereas it will not affect its long-
run performance. Furthermore, the results indicate that the performance of Saudi firms is not affect-
ed by executives’ usage of LinkedIn; however, CEOs with an official Twitter account can significantly
increase their firm’s profitability. Besides, CEOs’ number of tweets is positively related to firm perfor-
mance. Therefore, directors that increase their engagement in Twitter by rising their number of tweets
and the number of followers can significantly increase the long-run and short-run performance of their
companies. The results of this study confirm previous conclusions that CEOs’ Twitter posts significantly
affect stock prices and that information is carefully reflected in investors” decisions.

The study has important implications from the organizational viewpoint. First, it contributes to the
enrichment of the literature on enterprise performance determinants in emerging economies. More
specifically, it considers the role of social media usage in Saudi companies’ profitability, which so far
has not been empirically examined. Second, from a management perspective, this study is of practical
value to firms and CEOs alike who are seeking to enhance their firms’ profitability. Indeed, this paper
empirically confirms the fact that company’s presence on Twitter enhances its short-term performance.
Moreover, Saudi enterprises may boost their long-run performance by encouraging their executives to
be active and to be involved in Twitter in order to disclose pertinent information about the firm. In con-
trast, having an official LinkedIn account does not seem to enhance an enterprise’s profitability. Thus,
by properly applying CEO and firm media appearance, Saudi companies can boost their performance.
However, in the practical application process, appropriate measures should be taken to avoid the nega-
tive consequences of excessive use of social platforms.
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