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The impact of Managerial ownership on the Relationship between listing of
firms in the Egyptian Social Responsibility Index and the Investment
Efficiency: An applied study

Abstract:

Purpose: investigating the impact of listing of firms in the Egyptian Social
Responsibility Index (S&P/EGX ESG Index) on the efficiency of their investment,
In addition to investigating the extent to which this relationship differs with
managerial ownership.

Design/Methodology: The sample consisted of 246 observations of non-financial
companies that were listed in the Egyptian Social Responsibility Index during the
period (2012-2018), the multiple linear regression model was used to test the
research hypotheses. A fundmental and additional analysis and a sensitivity test
were performed.

Findings: Using the measure provided by Chen et al. (2011) for investment
efficiency, the results provided applied evidence regarding There was no
statistically significant effect of the listing of firms in S&P/EGX ESG Index on
investment efficiency, as well as on the over and under-investment. It also
provided another applied evidence regarding the contribution of managerial
ownership to the existence of a negative (positive) effect of listing firms in the
index on investment efficiency (Under-investment).

The additional analysis concluded that there was no effect of managerial ownership
- as a control variable instead of being modified - on the investment efficiency, as
well as on the over and under-investment. The sensitivity test concluded that there
was a positive effect of the ranking of a firm in the index on the over-investment,
in addition to the contribution of managerial ownership in the presence of a
negative (positive) effect of the ranking of a firm in the index on the over (under)
investment. Thus, the results of the fundmental analysis differ from the results of
the sensitivity test.

Recommendations: Based on the previous results, the necessity for accounting
standards setters to issue an accounting standard that deals with the measurement
and disclosure of corporate social responsibility practices.

Originality/Value: This study contributes to reducing the research gap in the
accounting literature on the effect of listing companies in S&P/EGX ESG Index on
investment efficiency, in addition to investigating the effect of managerial
ownership on this relationship. The results obtained are important, because they
highlight the drivers behind investments in corporate social responsibility
activities, and the results are expected to be beneficial to accounting standard
setters, investors, financial analysts, managers, and other stakeholders.

Keywords: Disclosure of corporate social responsibility practices; Managerial
ownership; Investment efficiency; Egyptian Social Responsibility Index.
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