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The Relationship between Managerial Entrenchment Mechanisms and
Investment Efficiency within the framework of Agency Theory: Empirical
Study on the Egyptian Listed Companies

(Abstract)

The study aims to test relationship between the managerial entrenchment
mechanisms and investment efficiency in the Egyptian environment. To achieve the
objective of the study, the theoretical framework of managerial entrenchment
mechanisms and investment efficiency was studied, as well as testing the potential
impact of the managerial entrenchment mechanisms on investment efficiency. To
conduct the empirical study, data were collected from (141) joint-stock companies
listed on the Egyptian Stock Exchange during the period from 2014 to 2019
distributed over sixteen sectors. The results of the empirical study concluded that
there is a significant positive relationship between CEO duality, leverage and
investment efficiency. And a significant negative relationship between CEO tenure,
managerial ownership and investment efficiency. while it concluded that there
wasn’t significant relationship between the board independence and investment
efficiency. For further analysis, the study sample was divided into two groups: the
first: companies that are characterized by over-investment. The results of the
empirical study concluded that there is a significant positive relationship between
CEO duality, CEO tenure and investment efficiency. And no significant relationship
between board independence, managerial ownership, leverage and investment
efficiency. The second: companies that are characterized by under-investment. The
results concluded that there isn’t a significant relationship between CEO duality,
leverage and investment efficiency. while there is a positive significant relationship
between CEO tenure and investment efficiency, and a significant negative
relationship between managerial ownership, board independence, leverage and
investment efficiency.

Key words: Managerial Entrenchment Mechanisms, Investment Efficiency, Agency
Theory, CEO Duality, CEO Tenure.
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