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Analyzing the Relationship between Cash Holdings,
Corporate Social Responsibility and Tax Avoidance and
its Impact on Firm’s Value: Evidences from the
Egyptian Business Environment

Dr / Magdy Melegy Abdul Hakim Melegy
Assistant Professor, Department of Accounting
Faculty of Commerce, Benha University

Abstract:

Purpose: to analyze the relationship between cash holdings,
Corporate Social Responsibility Disclosure and Tax avoidance and the
impact of this relation on the firm’s value; besides the impact of
corporate governance mechanisms’ quality on these relationships.
Design and Methodology The study adopted the content analysis
method in examining the annual reports of a sample of (140) non-
financial companies listed in the Egyptian Stock Exchange during the
period from 2015 to 2017, with a total of (420) observation, to test the
research four hypotheses that reflect the relationship between cash
holdings, corporate social responsibility disclosure, tax avoidance and
the quality of corporate governance mechanisms from one side, and
the impact of cash holdings on the firms’ value from the other side.
The multiple regression method was adopted to test the research
hypotheses using the SPSS program.

Findings: The results of this study indicate that the level of cash
reserves held by the Egyptian firms under study has decreased
reaching 17% in 2017. It also has a positive significant relationship
with both corporate social responsibility disclosure and tax avoidance,
and with a negative significant relationship with Tobin’s Q value as a
measurement of firm’s market value, and the rate of return on assets
as an accounting measure of value.

The study recommends that Egyptian firms try to balance
between the benefits of cash retention and the associated costs to
achieve the optimum level of cash reserves, and to increase the
disclosures in the reports of social responsibility. It also recommends
the application of good governance mechanisms, and that the Bodies
responsible for issuing accounting standards and tax laws to limit tax
avoidance opportunities. It also called for enhancing the investment
climate and providing political stability to reduce the accumulation of
cash reserves.
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Originality/Value: This study attempts to reduce the research gap

in the accounting literature by analyzing in an integrated manner the
non-traditional factors affecting the firms’ monetary policy. It also
provides evidences from the Egyptian business environment about the
impact of cash holdings on the firms’ value, it also provides useful
information for investors, accounting standards boards and controlling
authorities to help them in monitoring the efficiency of monetary
resources usage, level of corporate social responsibility disclosure,
and tax avoidance activities.

Keywords:

Cash holdings; corporate social responsibility disclosure; tax
avoidance; corporate governance mechanisms quality; Firms’ value.
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Adgi ) Jlis Y ar g Ll () ) oupal) ol e Carlos.,2018)
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i ol ale g (Hanlon and Heitzman, 2010; Lisowsky et al., 2013)
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.(Nguyen et al.,2017) JsaV!
: Corporate Governance (CGQ) daSsall @l saga e—1
Cun S0 Jah ASsnl) Gll sapa (bl carand 850 o dudpall aai
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ilish agaadll Jles) e 3lae a5 ¢(Al-Najjar,2015)
s Ml ) daY)

b e i (Al S CallSs ¢ Lipl saill (ayd Jayo
L) 4S5 (f LS (gl laaly agul) dles (y wlladl)
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Al 558 DA Gl ol L) ol Caladll et 8 (5% Yy el
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Al 558 Dla

28 055 Yy ectlging DU (ST daysal) B laad o e 28 A5 (S o Y
le (e ASY aliie (K5 il Ciia
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Al sl Glelaly Auhall adina (£) Ay Jgaal) moagy
Alall Bgd) Jlall ) hiuail Bhy dial) L3S0 Clslialy Aadal) paina (¥) o) Jsds

Al A0, Aalad) Adagl) cpe
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s 2a . ) 3 g Uail) aud
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4.29 6 3 9 LAl 5l
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1358 19 6 25 el Slgay vl
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10 14 2 16 gy sl Aoyl
9.29 13 4 17 e A lim cilaiiag clesa
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5 3 10 aad dlly Ayl calasial)
17.14 24 7 31 . lylaad)
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o Continuous Variables dlaiall o yaiall calily ) (a0 (o goall
Jeidls ¢ (Kolmogorov-Smirnov) ,Lsal e J< aladdin) o3 ekl Lgay) o
Jaf (Sig.) sf (P.value) Juaay) dad of milull oy el a3 (Shapiro- Wilk)
2S5 Laag cclyusiall IS 8 caidall aygill bl g Lol pae ins Laa ¢(0.05) o
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Ul aig are A8 555 (b 5aalia (£Y+) oS Lual) aas o Lasg ¢ oanidal)
il yasiall 23g1 (1) AV (ggiwe GLS Ern Auhall Zila daia Jeliand Lays
Multicollinearity _Lis) Pl (e adl Jalaill paad o5 LS. (0.000) (g5l
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Collinearity Statistics

(&) AL g asaid () AL g 3gait Js¥ zdsall
ROA, Tobin's Qi . CASH B
i) Jala)
VIF | Tolerance| VIF [Tolerance uw‘ VIF | Tolerance uw‘
Al PAFEIA
4.183 .239 4.183 .239 CASH | 3.207 231 CSR
3.696 271 3.696 271 CGQ 5.487 118 TA
6.372 157 6.372 157 SIZE 2.701 .337 CGQ
3.855 .259 3.855 .259 LEV 1.685 .359 CSR*CGQ
6.361 157 6.361 157 MTB 3.501 .228 TA*CGQ
3.121 .320 3.121 .320 DIVID | 7.408 135 SIZE
4.200 .238 4.200 .238 CAPEX | 4.488 .223 LEV
9.406 .106 9.406 106 CFO 7.331 .136 MTB
3.443 .290 DIVID
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Tasad QU &3 g oAliiunal) clyitall (oo s Caia L)) a5y Ja 12a (10)
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de8 g i Glall - ca il i)
Minimum Maximum Standard . i
deviation
0.063 0.475 0.107 g Jadiaal) A1l

0.045 0.423 0.093
0.035 0.384 0.081
0.251 0.695 0.108 Llgiwall (e ¢ lady)
0.224 0.652 0.103 deLaay)
0.195 0.603 0.102
-1.952 4.630 1.728 TA iyl il
-1.752 4.460 1.623 TA
-1.630 4.350 1.533 TA
2.710 3.970 0.134 Tobin'S Q Tobin's Q (ubia
2.930 4,450 0.158 Tobin'S Q
3511 5.120 0.185 Tobin'S Q
0.286 0.459 -0.245 ROA e sl Jara
0.306 0.475 -0.237 ROA Jpat)

0.329 0.496 -0.263 ROA
2.000 8.000 1.574 CGQ daSgall @l 5
3.000 8.000 1.574 CGQ
4.000 9.000 1.455 CGQ

3.010 11.020 1.954 SIZE FERTN
4.150 11.870 1.850 SIZE
5.320 12.960 1.818 SIZE
2.140 10.110 2.371 LEV L) dadlyl
2.050 9,570 2.285 LEV
2.010 9.530 2.201 LEV
0.027 4.980 1.368 MTB saill Ga
0.027 4.650 1.243 MTB
0.027 4.230 1.151 MTB
0.000 0.457 0.126 CAPEX Sl sy
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dadl) aad)

288

ehak s Al ISA) il lie s 85k @lia of Ll Gilud) Jsandl
((69%) dousiy 4555 (288) by Gy Ao cilas)sh
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:Correlation Analysis BLi¥) Jslas gl sl
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o | @ x [e3
o Q [a} w ac %]
clol|lR|e|s|E|a | N8| |&]|2]|S]| %
% x (8) < 3 b3 = @ o O S X 5
F 3 © IS
1.00 | Corr -
Sig Tobin'SQ
1.00 .832** | Corr
000 | Sig Nk
1.00 | -.558** ]| -.772** | Corr
.000 .000 Sig CASH
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