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The Impact of managerial ability on the Relationship between Intellectual 

Capital Efficiency and the Financial Reports Readability: an Applied 

Study on the Companies Listed on the Egyptian Stock Exchange 

Abstract:  

Research objective: This study aims investigate and test the effect of 

intellectual capital Efficiency and its components (human, structural, 

employed capital Efficiency) on Financial Reports Readability and the 

effect of managerial ability on this relationship, applying to a sample of 

(75) non-financial companies listed in the Egyptian Stock Exchange, with 

total number of (450) observations, during the period from 2016 – 2021, 

The value-added of intellectual coefficient (VAIC) has been used to 

measure the intellectual capital Efficiency.  

Findings – The findings of study demonstrate a decrease in intellectual 

capital efficiency associated with better of financial reports readability, 

where it showed that There is a positive and significant effect of 

intellectual capital Efficiency on Financial Reports Readability, but it is a 

weak, also, showed a weak positive and significant effect of both human, 

structural capital Efficiency on Financial Reports Readability, while there 

is an insignificant negative effect by Employed Capital Efficiency, The 

results also, concluded that the interaction between intellectual capital 

Efficiency and managerial ability is positive and significant, and the 

managerial ability has a positive effect on Financial Reports Readability, 

and has also a positive and significant effect on the relationship between 

intellectual capital Efficiency and the Financial Reports Readability. 

Therefore, managerial ability as a moderating variable can strengthen the 

effect of intellectual capital Efficiency on Financial Reports Readability. 
Based on the study results, Egyptian companies should pay more attention 

to strengthening of the intellectual capital efficiency especially human capital 

because of its positive effect on company’s economic result, and improve 

Readability, It also recommended That commitment to report, strengthening 

intellectual capital efficiency be among the requirements for listing 

companies on the Stock Exchange Index, It is also suggested that create a 

public corporate index,  for companies, which reflects the rank of companies  

based on the intellectual capital efficiency index. 

  

Keywords: intellectual capital, human capital, structural capital, capital 

employed, Financial Reports Readability, managerial ability
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Readabilityi;t = β0 +  β1VAICi:t + β2 HCEi:t  + β3 SCEi:t + β4 CEEi:t + β5 MAi:t + 

β6VAICi:t * MAi:t + β7 FirmSizei; t + β8 Leveragei;t + εi,t                        

 -pages  Readability المتغير التابع

 .Coefficient t-Statistic Prob المتغيرات المستقلة والرقابية 

Constant 1.659 4.0204 0.002 

VAIC -0.044 -3.1746 0.021 

HCE -0.085 -3.5602 0.019 

SCE -0.018 -1.2832 0.048 

CEE 0.058 0.1496 0.095 

MA 0.28 - -3.9864 0.018 

VAIC*MA 0.19  - 3.0113 - 0.026 

Firm Size 0.069 3.8690 0.020 

Leverage 0.058 4.9648 0.014 

Observations 450 

)2Rsquared (-R 0.331 D-W. stat 1.862 

Adjusted R-squared 

)2(Adj.R 
0.285 F-statistic 17.418 

  Prob (F-statistic) 0.001 
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Norouzi et al., 2020  (Rajabalizadeh et al.,Nadeem 2020;  
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Muharam (2021)
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Laras, et al., 2022)(Mohanad and Obaid, 2022;
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