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Abstract: This study provides empirical evidence on the relationship between managerial
entrenchment and asymmetric cost behavior in the Egyptian business environment, within the
framework of agency theory. This study aims to test the impact of managerial entrenchment
mechanisms including; CEO duality, CEO tenure, managerial ownership and Board
independence, on the asymmetric behavior of selling, general and administration costs and cost
of goods sold. Using a sample of 55 companies listed on the Egyptian Stock Exchange in the
period of 2014-2017. The study relied on the ABJ 2003 model to measure the level of cost
asymmetry. The results of the study indicate that SG&A costs and COGS behave
asymmetrically in relation to the change in sales. There is a significant relationship between
the asymmetric behavior of SG&A costs, the CEO duality and the managerial ownership, and
there is no significant relationship with the CEO tenure and board independence. Also, there is
a significant relationship between the asymmetric behavior of COGS, the CEO duality and
board independence, and there is no significant relationship with the CEO tenure and the
managerial ownership.
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Aale 568 dale 48548
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v

Qgﬁld\ﬁjéj&)ﬂ\ ;\Ji(\)d&&
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AU (el 3 ket 98 68 A ol ) CalS 1Y) ¢ aaluadl JRA 8 ety LS
Craalaall 39 58l ol ) e Leh ja8  iay SN L8 (RS, Gl A g elal 3ol e
@585l Al s UL 5 Gl Y gend Loyl il 34 5 adlaall laal
B olara s 858 (85 31 G5 T 13 A0 D e il ey sl S Leils
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15 I Cmandl) bl Y/Y /Y

Gl Leaadivn o) Sa ills oY) Gpanidl) Gl Jilus Joa
b Lo Lgar ) Jiaiid clginly ) 5l agilales e Laliall

2 BTN Qi gl 593 daal 93)) -
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il (A8 La) aad 2t at U sl a5l 2sa s 8 NS 4 il T
O 2y ) ) el ) a1 il (e A8 ) 5) ani gl ) AN JAS) (Sl
ol ) Gl an dagidl sall elal e a8 e Q6 g5 oY) Gelas LlDEL
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pay ety A0l 5 1Y) elaf i Jaag s A8 N5 ol Y ke e Wla iy
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& allu sal) 48,8l daliad) il 5 AN QY Allas Glua e (55l
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Jiady Vs (gl GunHll) il guanll Cpamiy ulaall (i) il 31y
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.(Shuto & Takada, 2010) (el 5
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ol 08 Gl Ae ) sall Z LY 5 AS il A ) il A adl (g agale 3 5m L 5Y)
Llaal) Al g agiele 83 oY) ulaay Caealosal) 485 300 5 : S 5 led Cavas
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Faleye, ) oY) Cpanill o jles (e all Wle agle iy 8 laY) (ulaey
.(2007
;MGJJ\%JBSJLE\@M&MU,&. ol ¥/
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AR Jilaial) & o ladd) Jilha & AN JhLatial) & gluad) Y /%)
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Sl () L iy o\l dlae sl Bk g chaliil) (5 gie s aan & il
S sl Gl e oSl (g ay G oLl aan 48de L Jilaie 28K5H))
A ol yany A0 LG aas juad Ledind Aalida g 5 juaie 5 A0 CllSS
e&@)ﬂd\@aﬂ\#\iﬂ\ﬂ&&‘hbuﬁ\iﬁg@ﬁujdshus
8 ol ae e 1 oISl <yt 13) 5t s 85 Aanil) iy Jaliil
Llall aan sa gl oSl @ ae o Lica il 13 ke 4iS)g ol Gy i
(I (e Jlas any Y 43l I Horngren et al. (2012) il ad @l (a2 )l
CSas DNie Alaal) Call<id (Ladla Aals 5 Ladla 3 juaia ()5S0 Lgild 8IS 5 gy of ol yidl
13} Al oSS it o (S g cJalal) anay Leidle 8 JalSIL 5 e () 5S5
A ol 8 ol Adland) collanl) acaiss Lol T Call<il) ol chnad
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WK @ jaeS Y LAl calia Canadd) sl 2y S gas S as
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.(Kaplan, 1992

Gl jae ol B Jian bl il e AaKal) Jaad b)) ey
S ) il o s DS o gl b CUBDUAY) i o qolaiad ) & 44K)
A p3a 8 dalice 6K Aol g cuddl 483 oY @l lade Je il
Cilod dal paail) vie dygaa llia G5 38 Load (K1 (D) ol s
Jsmars bl e ST el 8 as 5 8IS e @) i) dllaia) @lligh (Aall)
b 4g A el Ol el (s ae dple A8l (8 K Cue ()6 N5 cdiliia
s ASU ey A yall @l ppriall aal 4 Galill o e casld LLiall
Novék & ) 4lSilly blall e il L il o Al @l il asl 8 50l )
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Gl @Y1 aal 4) Jy Dl aasy Gl Gn 4hd A8 gy (l il
Ao il adiY) (5 shua e (ST eJanall L)

) s o LS Laallaa) 8 A8kl o gla A ja Ba i 13) eelly ) ddleall
Gonadl 5 Ay gl 5f A1 o) ) G M) (i qalall Dlia ALl 230 gl
Bmadall 3 gl (e el e (g giaS ‘é:d\ji\.bﬁi‘ﬂ\ e dandl (A laY) 5 e genl) ol
Oed sl e panll s Al (e paell Caaly CallSH laa) alole s AN
3N Jliie ledlen) & il 235 o Blial (g g i) die oapdal)
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OF A sy ol Y1 e e s Aalall Jilaiall o glull o sgia (Y - Lol
CallSll jlat ol 3aly ) Adde (i i A slate Ay 4alisil o Lliall aaa ol )
Ll aas plis)) die Lime da a3 Fie S G ey bl & gluia iy
ke 4ild (04T Aty ISl ) 38 95 ¢ Ay adi ) LA ans o) i
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Gle Tkl sl e sl JS8 iU uall JaY) 6 dalall dasl) o gLl
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5ail s3a 5 e ,laYl Al g CadlSall o i 8 el il Bpulud) IS padll
AmB) 5 Aaaiune 48yl 4K gl Al ) Jlaall peid (5 58 ol Ay aa3 Apaal)
(Anderson et al., 2003; Anderson et al., 4 la¥) <l 8l ) sdaie JAA (e usall
«ilkis) 2007; Anderson & lanen, 2009; Weiss, 2010; Pamplona et al., 2016)
.(Y~\q c)M\EY~\/\ ol ¢Yoo

Al el dga 5 dana o Sl Baa Gl ) Caed O (B L e g
dilide Jleel iy 95 8 Yl 8 4Kl ol glo Jilad aae (e Lgale i ji e g
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e e (8 5l) ST Janey LaLiill aaas 334 ) ae 28N 3o 35 . sdaliil) aaa
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) Z3 sall s Anderson et al. (2003) 4 ) 53l (ABJ) z3sa3 iy s
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Ul aladl Sl 3 il 12a 22l 5 dalsil
Log (Costy/Costi1) = BotB* Log(Sales;/Sales;t.;) +B,* DecDum; *
Log (Sales;/Salesj.1) + &t

O s

Jiay g g ot-1 3 yiall dalSal) e 3 yall Aalsl) &4 jle ol = | og (Costy/Costirg) ®
.Cost Change 44lS3ll & yual)

Glasall o ) (Aot 358l Slaall o ) & jle o = Log (Sales;/Salesiri) o
.Sales Change <lawaall o) 5o} (3 yaail) Jiay g4 g ot-1 3 yall

Lad Jia el g sl 3y (=liasl die ) dasll 3L a5 paie = DecDum o
REARRES

& ol el @ pa Juals = DecDum, * Log (Sales;/Sales;.;)
& sl Jiay sa g -1 8 8l Glagall ol ) e t3 5380 Claall ol &5 jle )
.Sales change down a8yl Cilaaal) 3l )

s s Al LAl zila vy
(Anderson et al., 2003; Chen, et al., 2012; 4&lull Slal il Je 2l
:oila e e dudadll Jee i Kama & Weiss, 2013; Banker & Byzalov, 2014)
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Log (SG&A/SG&Ai+1) = Bg + B1* Log(Sales;/Salesii1) + B,* DecDum*
Log (Sales;/Sales; 1) + €
)
deladl okl Bilaiall e @ lall 4l Al jladl #dees (YY)
deld)

Log (COGS;/COGS;.1) = By + B1* Log(Sales; /Sales;.1) +B,* DecDum* Log
(Salesj/Salesitq) + € 2
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AN 5 de gandl g dpad) CaLSEL Jilaiall

Log (SG&A, /SG&A+.1) = Bo+ B;* Log(Sales; /Sales;.1) +B,* DecDum* Log
(Sales; /Salesit.1) + Bs(CEODUA) * DecDum* Log (Sales;/Salesit1) +¢ (3)
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Log (SG&A, /SG&A+.1) = Bo+ B1* Log(Sales; /Sales;.1) +B,* DecDum™* Log
(Salesj/Salesit.1) + B3(MO) * DecDum* Log (Sales;/Salesjt.1) + ¢ (5)

Jilaiall s gLl g oY) alae VL) (o A8RD LAl 23 gai :(£/Y )
A )hY) s dge sanll 5 Al Calsill

Log (SG&A, /SG&A+.1) = Bo+ B1* Log(Sales; /Sales;.1) +B,* DecDum* Log
(Sales;/Salesit.1) + B3(BIND) * DecDum* Log (Sales;/Sales;.1) +€  (6)

o bl g 2wl Gyl ) 93 A 331 G A8 LA 23 g 1 (V /Y )
el deliad) Gl JiLaid)

Log (COGS;/COGS; 1) = Bo + B1* Log(Sales; /Sales;j.1) +B,* DecDum* Log
(Sales;/Salesit.1) + p3(CEODUA) * DecDum* Log (Sales;/Sales;1) +¢ (7)

P gﬂju\ngd%mﬂ\ ot ) ela 3y A8l sl CJ}A—I (*/Y'd)

Ac bl deliad) callstl Jilatall

Log (COGS;/COGS;.1) = Bo+ B1* Log(Sales;/Sales;jt.1) +B,* DecDum* Log
(Sales;/Salesit.1) + B3(CEOTEN) * DecDum* Log (Sales;+/Salesi.1) +¢ (8)

oLl JAlaiall e o glual) 9 dg HlaY) ASLall (g A8Ma) LAl &3 gl 3 (F/ V)

Acludl dcliall

Log (COGS;/COGS; 1) = Bo + B1* Log(Sales;/Sales;it.1) +B,* DecDum* Log
(Sales;/Salesit.1) + B3(MO) * DecDum* Log (Sales;/Salesit.1) + ¢ 9)

Jilaiall pee G gludl g 3 Y1 (udae I G A8l SR 3 gad (/YD)

Ac i) deliayl) Canlissl

Log (COGS;/COGS;.1) = By + B;* Log(Sales;/Sales;.1) +B,* DecDum* Log
(Sales;j/Salesit.1) + B3(BIND) * DecDum * Log (Sales;/Salesit1) +&  (10)

s Auaal) Jaladl) il ¢ /Y

(STATA el plasinly o ‘“_;d\} ¢ Sy Jalaill ol ymial gg.' Lasd
.14 V9)

Descriptive Statistics ~ 4ziuagll Cigluas¥y) V/¢ /Y
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&Jumhménu).’dﬂu‘)mu4ua})ﬂ\ JM\CJLAA@EJJ\)J\Q\)M\
Al e Ll 01 AR L) (o L Lo 555 S 5 oyl

(£-7) ady Jgaa
fnia )l Clelan)

Variable N. Mean | Std. Dev. | Min. Max.
Sales Rev. (mil) 220 1984.16 | 4809.95 | 0.8274 | 42911.11
SG&A (mil) 220 130.35 260.84 0.0419 | 2060.91
COGS (mil) 220 1503.89 3611.9 0.7289 | 31866.88
CEOTEN 220 2.99 1.580 1 6
MO 220 0.238 0.0274 0 0.9
BIND 220 0.711 0.159 0 0.933
Dummy variables

Coded 0 156 70.9%
DecDum

Coded 1 64 29.1%
CEODUA Coded 0 56 25.5%

Coded 1 164 74.5%
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(Jalaall 33 e il Gangs jiall e By e il 8l dadi ja (aliai)
Salaall 3Ll e laill pary g juall (o By dad et Jasi e g1 ,Y) o
co g Al SN 7 3lad Joands S st (al paasl o ¢ Ga Lo e ol
(STATA 14 V9) 7=t Qaxall jlasi) Jalad aladiuly G ‘;_'u\j
t(Vd) Jo¥) LAl laad) 7 dlad Jauds il Judas 1 /¥ /8 /¥
DLEA) (adsad Qo el Sl e s Gpasd J5Y) ) (e g
: Al (0 -7) dsaa (B LS (Y ) ¢(V/ V@) Cua il

(°-7) pu doa>
Model (1) Model (2)
Log(SG&A/SG&Ai.1) Log(COGSit/COGS;t.,)
Coef. | p-value Coef. | p-value

Constant (By) 0.0276 | 0.000*** |Constant (By) 0.004 0.660
Log(Sales;/Sales;.1) (By) | 0.4742 | 0.000*** |Log(Sales;i/Sales;.;) (B1) | 0.9033 | 0.000***
DecDummy* -0.1795( 0.081* |DecDummy* -0.1641| 0.009***
Log(Sales;/Sales;y.1) (B,) Log(Sales;/Sales;t.1) (B,)
Industry Included Industry Included
Year Included Year Included
N 220 N 220
Prob > F 0.000 Prob>F 0.000
R-Squared 0. 3622 R-Squared 0.8649
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& sana g+ VVAO jlafeyda 1 AGIN 038 () ia 12g8 dall Jaladl)
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Ll G g 135 (VY ) (o AN Gl Al g8 iy Ml g A gindl)
= ol Leible 8 D0Late joe 1S sl el 4 5l 5 Age gandl g dm)
¢ 3ria) a5l (e sl agl) il i La g daiil) oda (3 5 cilagaall
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(1-¥) b, Jsa
(i/\‘g_q?) c(V/\‘g_'q) c(Y/Yg_'q) c(\/\‘g_'q) e gl sl Gbuj MC._\LL:
Model (3) Model (4)
Log(SG&A/SG&Air1) Log(SG&A/SG&A¢1)

Coef. | p-value Coef. | p-value
Constant (By) 0.0277 | 0.000*** |Constant (B) 0.0257 | 0.001***
Log(Sales;/Sales;.1) (By) | 0.4734 | 0.000*** |Log(Sales;/Sales;.;) (B1) | 0.4825 | 0.000***
DecDummy* -0.2530| 0.062* |DecDummy* -0.0911| 0.543
Log(Sales;/Salesit.1) (B,) Log(Sales;/Salesit.1) (B,)
CEODUA*DecDummy* | 0.1202 | 0.043** |CEOTEN*DecDummy* |-0.0736| 0.417
Log(Sales;/Sales;t.1) (Bs) Log(Salesi/Sales;.1) (Bs)
Industry Included Industry Included
Year Included Year Included
N 220 N 220
Prob > F 0.000 Prob>F 0.000
R-Squared 0.3643 R-Squared 0. 3642

Model (5) Model (6)
Log(SG&Ai/SG&At.1) Log(SG&Ai/SG&At.1)

Coef. | p-value Coef. | p-value
Constant (By) 0.0266 | 0.001*** |Constant (Bo) 0.0273 | 0.001***
Log(Sales;/Sales;.1) (B1) | 0.4788 | 0.000*** |Log(Sales;/Sales;.;) (B1) | 0.4757 | 0.000***
DecDummy* -0.1488| 0.068* |DecDummy* -0.1246| 0.557
Log(Sales;/Sales;y.1) (B,) Log(Sales;/Sales;t.1) (B,)
MO* DecDummy* -0.1366| 0.094* |[BIND* DecDummy* -0.0790| 0.767
Log(Sales;/Sales;t.1) (Bs) Log(Sales;/Salesit.1) (Bs)
Industry Included Industry Included
Year Included Year Included
N 220 N 220
Prob>F 0.000 Prob>F 0.000
R-Squared 0.3648 R-Squared 0. 3625
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(V-¥) b, dsoa
(i/Y‘g_q?) c(V/Vg_'q) c(Y/Tg_'q) c(\/ﬂ.’q) Ua g dll sl Gbuj Jaa i C._\Lu
Model (7) Model (8)
Log(COGSit/COGSj.1) Log(COGSit/COGS;t.1)

Coef. | p-value Coef. | p-value
Constant (B,) -0.0022| 0.629 |Constant (By) -008 0.860
Log(Sales;/Sales;.1) (By) | 0.9042 | 0.000*** |Log(Sales;/Sales;.;) (B1) | 0.8980 | 0.000***
DecDummy* -0.0791| 0.034** |DecDummy* -2198 | 0.016**
Log(Sales;/Salesit.1) (B,) Log(Sales;/Salesit.1) (B,)
CEODUA*DecDummy* |-0.1391| 0.051* |CEOTEN*DecDummy* | 0.0463 0.401
Log(Sales;/Sales;t.1) (Bs) Log(Sales;/Sales;t.1) (Bs)
Industry Included Industry Included
Year Included Year Included
N 220 N 220
Prob > F 0.000 Prob>F 0.000
R-Squared 0.8665 R-Squared 0. 8654

Model (9) Model (10)
Log(COGSIit/COGS;t.1) Log(COGSIit/COGS;t.1)

Coef. | p-value Coef. | p-value
Constant (By) -0.0016| 0.377 |[Constant (Bg) -0.001 0.830
Log(Sales;/Sales;.1) (B1) | 0.9012 | 0.000*** |Log(Sales;/Sales;.;) (B1) | 0.8987 | 0.000***
DecDummy* -0.1778| 0.007*** |DecDummy* -0.3288| 0.011**
Log(Sales;/Sales;y.1) (B,) Log(Sales;/Sales;t.1) (B,)
MO* DecDummy* 0.1454 0.493 |[BIND* DecDummy* 0.2907 | 0.043**
Log(Sales;/Sales;t.1) (Bs) Log(Sales;/Salesit.1) (Bs)
Industry Included Industry Included
Year Included Year Included
N 220 N 220
Prob>F 0.000 Prob>F 0.000
R-Squared 0.8652 R-Squared 0. 8663
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