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An Analytical Study of the Impact of Managerial Enrichment
on Investment Efficiency in light of Cash Holding

Abstract

This research aims to study the relationship between managerial enrichment,
and investment efficiency in firms listed on the Egyptian Stock Exchange. To
achieve this, the researcher conducted a field study on a sample of 106 firms listed
on the Egyptian Stock Exchange, covering the period from 2014 to 2020, with a
total of 1,421 annual observations. Data were compiled based on financial
statements published on the Thomson Reuters website, as well as published
financial reports. The results of the statistical analysis revealed a negative significant
relationship between enrichment managerial, and investment efficiency. There is
also a negative significant relationship between the CEO's tenure and investment
efficiency, and a positive significant relationship between the CEO's tenure and
underinvestment. The study results also indicated a significant positive relationship
between the CEO’ duality and underinvestment. There is also a significant positive
relationship between the percentage of executives and overinvestment. The
relationship between managerial entrenchment and investment efficiency in light of
cash holding was also tested, and the negative significant relationship them was still
found. There are also a significant positive relationship also emerged between
managerial entrenchment and overinvestment in light of cash holding. Finally, the
study results demonstrated a negative significant relationship between managerial

ownership in light of cash holding and investment efficiency.

Keywords: Managerial Entrenchment, Cash Holding, Investment Efficiency,

Overinvestment, Underinvestment
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Data Cleaning Ll s¢ai i Data Preprocessing c:lilul) dallaa 1-4-4
pre e 2SI a3 08 G duhal) A lily Adlatal) JSUER dalles ) Al jall sda Coags
Lene Julatll o3 Allg (Missing Values sagaiall GUL) (e (gyaill a5 LS 15580 clily 25
238 (52a YT Loyl ¢yt JS agan (8 Glldy Aiml) (e o el dad Lausgier Lgad Jhail,

.(Gujarati & Porter 2010) 4u)all due (0 %10 il

QS J<0 uial dad Laugie e aad Gl bl @l g (Outliers 8 kial) bl Ll
@il a3 a8 1aa bl Aslasy) LAY DL (e dapdial) il e 35 Lee
238 xa Jalaill 285 .Stem— and- leaf Lol 5k ey (Box—Plot bl sl DA (10 lgie
(Pallent 2007; Gujarati & Porter ailiall aill Jd ais Al asil) Aol 5 ol Lol 4l
&y, (Transformation Methods Zla) \gijsua (e il yiiall ey 3 a3 LS .2010)
e oiie pe Akl @b aladin) oty Aiall (e (Ao aalgll puaidl aB o Gl Jolal
S anal ikl el Gl 5 Cu (A
Descriptive analysis _iasll Juail) 2-4-4

DT 8ygaal) ot a cAahall ke Aabeiall ULl Caiagy (adli ) didall 138 Caxg
sl pals o) eoiin () ol 138 s 285 138 L Aall dae paiall dasla g lageing
Asdasll il cbaglh dilailly (ala Sl Al hpsnall deasl)
dpagl) cpiall uagl) Juladl

Losgial aladind o GlIA) L ulall ALE g by Lgie uunill (Sa al (b LS il Jias
(Median Ll (Trimmed Mean cilalia) s e %5 Jily el Cada aay Jangiall ¢ Mean
B gy Jaan b Ly clyiall bl ioagll Jsill 3 Std. Deviation (glall Gilaiy)
(4 Jsan) LaSl Auyal il lgsloa 5 ) (pulial

Loasl) dayal) fpiial Lauagl) Jaladl) :4 Jgaa

Sl Ny il sty Ay Jay giall j o
ind i s o Jas gl %5 i Jacs giall &l yurdiall
113 .000 .028 .027 .032 .034 INV_EFF
4.000 .000 .858 2.000 1.582 1.577 ENT
331 .000 .105 .061 .094 101 CH_ 1
24.481 16.821 1.580 20.587 20.506 20.549 SIZE
.241 -.135- .085 .049 .055 .055 ROA
1.050 -.006- .223 495 457 462 LEV
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gyl will 55k agay
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@A saall dpaan e ae by Lae Lduhall cilaalie Jlea) (e dad IS )85 4y (Frequencies
ol gy (305 (5) st b Lasds syl Jae Al 3 yaiie JS a0 2alsy ),
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Bk paliw 5agall 138 o e o Lae %50 (s30T st (o8 (BIaY) Gulaa (ot SIS ¢ (guatl
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-1y dgailly

%50 S Ownership a))3y) Slall Leab (9<s All IS8l sae ol 5l quila e
Al @laalie e %50 e B (gl (%628 Ay dusiv saalie 1421 laa] (e 33810 398
GlSHAN 8 (glaY) 3sdilly sl B2l (3 S IS palus Y AplaY) Al pige o S Lae
bl Jas

Oranill Casal Auhall 028 3 5aY) La5al) (POE cpudinll oY) Gulaa elinel dus 1y
Oaill eliacY) da L (6% Sl iyl axe o (5) Jgan DA e g 38 (o)) 35l
@ swlia 1421 Jlea) (e Logins 30l 142 ) dhas Luhall Jae disall 3 %50 (s LS
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W Ay ()Y Jsailly raatll Baly) (B S IS5 Glealuy )M 1k Lea « Tenure (shull
)Y Al Lgy o lSyall sae A o o) caBgll it 8 S o %50 (e
oelae slinel sae Loy A @l 8l A sy LS %30 s2x3 Y %50 (356 Ownership
Omanil e € IS8 Qe iy cpp5all Sy %10 gobus ¢ %50 o ST il 5l
il dun o ENTI) dgdilly Cpaantll gbaagll Julaal) & Taaly o1y jglag cglay) 3pdilly
Lae ¢4 s uaiall 13g] oaf) aal) e € (S8 B dad 8 (4 s2n) 1.577 4ied Jasic
Al Jae SIGAD 8 (oY) Sailly panil) g Rl e Jyy

aal PIa e Lginabie o3 G dugiad) laaliall se o o5 Jsan) @bl Jgaad) maass LS
Lee %678 dawy (g 5alia 1421 Jlas) (10 520150 964 BIGA L)) as¥) dnalyall (il
Agaber st @A daabiall CiSe o 2y daalyall Bagan aat (Al Gl A ¢ L)l e Jy
Bl N Jalad cflad) 3-4-4

Loy aaad o S I 2o ln Lae dduhall alyarie G 48000 Jalanl Lol V) aadiy
O AL 598 sae g e Ll s ae Luy LS el culyitia (LBl slailg
leils e s <Multicollinearity ) sawill A< 8 Lgie i 28 Ay Al @y ial)
O s e ke Y Bl o La 5LAYT g 13a L gyl clas) il e sl
A sl Julas Ll aadiag Al ccbarial) G daad) A mag ¥ LY of G
eyl o bl Glile aaail (Spearman Ll Julee aladin) a3 a8y 13a . (yiag 4l
Gl yaiie Lganen (913 39dilly Cpantll Cilybise o Abiaially Aliiaal) il of @Iy 8 s
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sbac) A 5 Duality agall sl 550 Zaalsdil (o IS Gy ¢ Jlain) 56US are (py Ligine
POE ))¥1 (ulaa Jala opisnl

g cple IS (@IaY) 25iilly Grastll i Gu dgine dause Wle dlia o Jin G b
dpasy Duality 2l el e dmlsal) o IS o Sl 8 381 a LY 5l
LagioS aty Ayl bl 5l ddle gl i ¥ POE 513 (ulae Jals ool sliacy!
LI sl Cuanill il pige aal

Omanill Cisal maaall Jall G dagine o3yk Lo ABle dllia (o (6) Jsas iy LS
@il paall ) doalsy) (8 ALl ()Y Cpanill Sy S5 g ENT (g)laY) 35l
ool elaeY) dus cOwnership d)lay) ASWlly (Tenure shdmll yuadll 43 55 (Duality
A ety %50 e i 5 25 Lefas ) £g8 Lals)) A8ley @llyg (POE )31 Lulae Ja
O LY 8ol daiig 138 L Aa¥) dilise wil pana Jdise 0 Blue (I2Y) 3sdilly (ranil o
Omanill d5e (s gl Ab G deadll duhall (gsh Hlodl vie Calll Jhad cpsnall 238
hall o el A e 5 gl Y e LT g dll HLsdl 23l 8 ENT (gl 354l

.Multicollinearity

Bl Y ddgias 16 s

Variables | INV EFF ‘ Duality ‘ Tenure ‘Ownership‘ PoE ‘ ENT ‘ CH | SIZE ‘ ROA ‘ LEV ‘ Bigd
INV_EFF 1

Duality -0l 1

Tenure 0048* 05w 1

Ovmership 004* -8 000 1

PoE 0.028 106%=* -041- -119-*** 1

ENT 033** 360%* f17%= AL 307%xx 1

CH 033** 097%=* 0.013 104%x= 038 0.115%** 1

SIZE -046-* -103-*%  QgI*** 0.158** -007- 066%* 0.036** 1

ROA 0.032 -003- -042- 026%** 0.121%** 0.143*** 0.266***  0.311*** 1

LEV - 00T RIS -4 S s aTges g

Bigd -021- 233079 (141% 1207 - 1454 -022- 3270 00%x 241 1
o]
*= (.05
*p=.]
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.JLA:.'\MY‘ B;LéS Qf} cCH Z\:mB.JLa

LY A ghan il Concagl 28l 8 AaSlall el léiud) 5ol Adle oo L
aaall @l Al o gl L) 5eUS aae Gag AN aan G Digine duSe DL dlla of
Bl 29 Y 4l (6) Jsan (e oty LeS L 5eli cld Al cufyly3 AV (a1 (5S5 5asl)
LEV 2Ll Zadl (ROA JouaY) o dilal) Jana b Alidially cdaSlal) < puiiall 3 o dugine
WY 5US g (BIGA LI A V) Zaalyall Ciila

Diagnostic Tests lgadey (bl Jslén il 4-4-4

«Ordinary Least Squares (OLS) (gyuall clasyall Aol jlasi¥) Coglud Gald) aniid
£ s il A8 (e 2K il (e A el il) (o egana e 4l b ki g2l
Craldl mamg s Goyha e mg ) Lia) 23 il Jsln (s ety les ¢ sty
Glasyall ddylay stV Al dalall cilocajdll 15 e 2SHI Lgaladnnd a5 Al < Lady)
cmbdl) VL Cija e ol (OLS) gyl

(e aaill Shapiro-Wilk W test jLaal(1 : 8 Gialll lgeadiul ) clylady) Jiam
Variance ,Lss)(2 .Checking for Normality of Residuals 4tll el gl ekl aygill
oLl (3 .Multicollinearity Lol s aill A€ Sa (3w 3&aall Inflation  Factor (VIF)
Checking alill juaiall (pug Adieal) il yuaiall (g ddadl) 28Dkl (e (323l Nonlinearity test
Checking Lol janall Blso cplis (uilas (e oaall White’s  test jLaal(4 .Linearity
Sl Dl Ly S BLa V) e 3esall Durbin-Watson Lzl (5 .Homoscedasicity
Hausman test ,Las)(6 .Checking Autocorrelation and Independence of Residuals

il laaiy) - 3gal aladi) (o Alalaally @iy ¢ laadl ad Wl z3salll Caragi (1 2SEN

-.Random-Effects Regression Jlgiall jlasi¥l = 3gai (g (Fixed—Effects Regression
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el JSLie Lo il 17 Jgas

Hausman Durbin- | White’s | Nonlinearity Mean | Shapiro-Wilk | giseil a8,

test Watson test test VIF W test Ualaall g
0.908 1.549 0.289 0.584 1.399 0.000 1
0.436 0.708 0.281 0.439 1.263 0.000 2
0.846 0.894 0.777 0.789 1.247 0.000 3
0.993 1.551 0.105 0.651 1.204 0.000 4
0.920 0.709 0.427 0.542 1.221 0.000 5
0.043 0.901 0.762 0.531 1.199 0.000 6
0.974 1.548 0.003 0.551 1.266 0.000 7
0.314 0.706 0.010 0.700 1.278 0.000 8
0.004 0.893 0.111 0.852 1.257 0.000 9
0.565 1.557 0.009 0.082 1.259 0.000 10
0.774 0.711 0.416 0.041 1.253 0.000 11
0.000 0.899 0.135 0.522 1.290 0.000 12

iad 83 biedlly Shapiro-Wilk W test jLaa) s of (7)dsis dsaal) oo paiy
e 03 Lerie 4l 8 Jhen Lia saclilly %5 e J81 il 3l JS 3 P-value
el sl am Lkl ol JSalls cHopaad) iyl Jsd ais %35 e ST P-value dsidl
5ayde 30 (e oS Dgindl claaliall sae (s duald s AN aae (1 Kay paydll 1aa of V)
.(Elliott & Woodward 2007)

bal) daanll A Sa e saailly (alallg Variance  Inflation Factors (VIF) Lol
i @l Gl ((10) e ST (VIF) Jabaa Javsgia IS 13) 4l 8 a5ac 8 e <Multicollinearity
gaea o (7) dsas g8l jains 13a . (Pallant 2007, Field 2013) (dasll sasill A<80 355
o hall sl A dgag pie S Lea (10 o B Al z3la JSTVIF las) il

Gl patially alall joatall Gy dokdl) 4831 LodY Nonlinearity  test jlaal Guald) aassn

i i B5 e ST Povalue Lsinall (sine 05$ Lavie ail & HLaaY) 13a 5ac 8 ey i)
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Sl ol e ket Al dgag e Lae %65 e ST (11 a8 239l laele) Al 3l

e 2SBI Sl ) LS (e AT SLab WLl a3 DT 8z dsaill dpaillyy Al i iialls

Aoy (e ol 285 elgl (Al py daey c Jaad) (lsd djladl) 2y 5ol 23 Cus dpladl) AL
Akl A o ) s Lee o) Ladl) cany (368 Bylaline caall Jalis of LaaY)

sl dadl) g el sl aa e e a5 o White’s  test jLasl ¢ sl aaan

s sacls Jhany (Aliall ol yuiall asd aaad digluiia (UadY) clils of gl (Heteroskedasticity

Ho pall (mpdll Jo oy s %5 e ST P-value Lsind) (s5ine (35S Lenie a3l 8 Lady)
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Jlial il gsen o (7) sda (e asiny .HOmogeneous juilaie el s by sl
ouilad pre Sia Lae (10 68 ¢7 ) z3laill lacle) %5 e ST Audall #3la JSI White’s test
Gl 3 lanil z3lad aladid Aal) o3a b (Sad (10 68 ¢7 )y zilaill el o L eUadY (pls

- o)) EDllae Juaail Robust Standard Rrrors sl

SN Bl e o aSll 3Ly (Durbin-Watson [Lgal iand 4 il L
138 dad (sS Lerie 4l b LY 1da s2c 8 Jiand . (Kabir et al. 2022) Autocorrelation

Jsan gl Cre g 3 L)) dgag pre e lld 18 2 ¢l el o sl LY
LI Bl asag are ey lae 25 saall () Durbin-Watson laal #5 asea o (7)
Ul dagh o ) Aais @lLEAY) (e gsill 138 aadiig (Hausman test jlaa) da 1y
iyl o HLoAY) i Lee (Panel Data wejll ceUaal) Jolasl) cally duy)all 8 deadiid)
Llgudal) 5L dyhag (Fixed Effects dulall cyslall » et Ak tlang duhall 7 3las doril
il 2 3ga ol HLEAY] 13l dujpaall Al Jiamy 1a .(Gujarati 2021) Random Effects
Ll mdy a5 1)) Ll %5 (e ST P-value dginall (s5ia o ddls 8 i) 50 A5 el
52 Al a2 3ga o e 1368 %5 (e J3l P-value dosiedl (s5iue 05S Larie (51 Ayl
Jhaady) 3l JSI Hausman test dad o (7) Jsas il e ey 4Blad] Cars JuzadY) L)
chalall dah 35 sa crnliall Z3galll G 6 (12 9 <6 ad) z3lalll lac Lad) %5 g 5
%5 e Jil Ly Hausman  test dad ola 12 <9 <6 a3, z3laill Lol .Random  Effects dss.iall
.Jail lall s Fixed Effects anl) o il #3ga of Jia Laa

Hypotheses Testing duall (a9 @ Lid) 5-4-4

Y kel lpal il cdilad) (el JSUie cilaal aang bl (e sl 13a Jsls
(ol sl il dmge Ak b Gaall) (s 28 13 L2l Aubll g b laaY e
G A Al 8 5585 Y el g il s Gl Al 3t caii bl e 05 o
b oaiilly ¢Sl 8 BhaV) L) SeUS (e US G ple (S (5))3Y) 35l (premnl)
3ailly Cpaasill Cilybie (ra s IS Gn A Lasl Jualdl) (e clld aay 2 5 ¢ LY
) b el ¢Sl 3 AV Ol seliS e JS g ()Y
D) BeldS (g YD dpiilly Coaeandl) ( A8l LA @i -1

ADle ang 4ily <0.010 (R?) apasill dalaa of (A (8) Usas 4 (1) gl il s
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Dl 1 8eli€ e Ko yils g3 ENT (oY) dgdilly cpantl) o iay Laa ¢ e
Hie sl Jsd & Julus (INV_EFF
Shaiu) B LB cg @Y dgdilly Cmeantl A8l L) @ils -2

Y aily <0.028 Sl z3saill 3 (R?) apaaill Jalas o ¢(2) zasaill 3 (8) san b el
<OVERINV L ¥} 8 Ly V1 cmg (ENT ()31 35ailly cpmnill s Asins ADle 2as3
Hae Gl =) o Jully

3 2 1 zilail) o) mils :8 Jeas

M.3 Ha M.2 Ha M.1 Hye w2l g zagalll o,
UNERINV OVERINV INV_EFF &l iiall
P-value Coef P-value Coef P-value Coef
565 .001 107 .002 .087* .002 ENT
.067* -.001 .005%** -.003 .001%** -.002 SIZE
727 -.004 013** 042 .091* 017 ROA
324 .004 913 -.001 597 .002 LEV
26 -.002 105 .005 359 .002 BIG4
0.00%** .053 0.00%** .084 0.00%** .067 Constant
0.011 0.028 0.010 (R?) sl Jalaa
Jarall pasill Jalea
0.005 0.020 0.007 (AdiR2)
0.127 0.004 0.012* (Prob > F) F _kgal
796 624 1421 (N) laalial aae
**+xn<00l **p<0.05 *p<0.1

S (A el g @) dkilly ) G ABaL) LA @il -3

iDle aag Y ads 0.011 (RY) aposill Jalas o (8) Usia 4 (3) zasaill il s
o) o3 il (UNERINV L) b (aill (g (ENT (glay) dgilly (pnemsil) (o dsine
Hze Lasdll
SN BelS (g (MY dgkilly Cpuuanl) cipdida c ABNa LGS @il —4

Loyb ADle aag adly (4) zisadl 3 0.014 (R?) spastll dalao of ¢(9) dsaa (e oy
Lae %5 Ligine (goie 2ie w5l axe ug (Tenure haall joaall ¥ 538 G dgine
Jsd a3 Jally . INV_EFF [lénal) seliS o oS il 55 gdunll ) 49y 558 o i
il anall 9 Aanlsa)) (re IS O Aagine ABle aa5 Y 4l iy LS L Hip eill (il
O «POE B el Jaly cpdnl) cliacY) diuis «Ownership i)ay) LSl (Duality
HiaHioHig Ll (g il Gy 35 Jallg (INV_EFF jLéna) seliS
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UNERINV OVERINV INV_EFF ) il
P-value Coef P-value Coef P-value Coef
.079* -.003 .894 0 311 -.002 Duality
.085* .003 133 .004 .045** .003 Tenure
.286 .002 .763 .001 .137 .003 Ownership
.608 .001 .094* .007 .160 .004 PoE
.027** -.001 .005*** -.003 .001*** -.002 SIZE
822 -.003 .014** .043 A1 .016 ROA
.326 .004 875 -.001 623 .002 LEV
.180 -.003 .096* .005 514 .001 BIG4
.000*** .059 .000*** .085 .000*** .07 Constant
0.019 0.032 0.014 (R?) 23 Jalra
Jaedl yoaill Jalas
0.009 0.019 0.009 (Adj.R2)
0.053** 0.011** 0.001%** (Prob > F) F _kasl
796 624 1421 (N) Slaaliall sae
**%xp<0.0l **p<0.05 *p<0.1
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vie OVERINV jlén1 8 Lbiy) cpg «POE 8)3Y) Gulae Jaly cpdadil eliae¥) dus o
3B B aalis 5oy Gelae Jals cpiuil) eliaed) A o i Lea %10 digine (g5
O S O Bagins A 225 Y 080 Hog el il Jsd o3 JUllss COVERINV L)
iy A8y (Tenure samll o Wl A3y 5,58 (Duality il ja i o0 Aalgay)
el pagydll pad) os JLally (OVERINV lén ) 8 Ll &) g «<Ownership
-Haa,Hap,Hoe

Shaia) A alil) G @) dskilly Cuantl) g G ABM AN il -6
Lok Ale aag 4ily «0.019 (R) aastll Jelas o (9) sas 4 (6) zdsaill il peaass
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