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Sustainable Performance as a Moderator Variable Between
Managerial Ability of Managers and Stocks Performance: Empirical Study

Dr. Osama Wagdi Dr. Mostafa Yassin
Department of Finance and Accounting; Business Administration Department;
School of Business, International Academy Faculty of Commerce and Business
for Engineering and Media Science (IAEMS) Administration, Helwan University
Abstract:

Literature reviews have shown different results concerning the effect of managerial
ability on corporate and stock performance. The agency theory showed a negative effect of
managerial ability, which is reflected in the rent extraction hypothesis. While Upper Echelon
Theory and Resource-Based Theory showed a positive effect of managerial ability, this was
reflected in the optimal use of resources hypothesis. This led to a research gap. This study aims
to show the effect of sustainable performance as a moderator variable between managerial
ability and stock performance in Egypt. This was done through a quantitative analysis of 55
companies registered on the Egyptian stock exchange from 2015 until 2019. Panel data analysis
was used to test hypotheses. The deductive analysis showed a significant effect of managerial
ability on sustainable performance and on stock performance in companies. In addition, there
was a significant effect of sustainable performance on stock performance at (1%) level. This
proves the taxation earning hypothesis, and optimal use of resources hypothesis in Egypt.
Finally, the study found that moderately sustainable performance had a significant effect on
stock performance. While managerial ability didn’t have a significant effect on stock
performance, This can be explained statistically by the increase in the correlation coefficient
between managerial ability and sustainability performance (88.4%). Theoretically,
sustainability performance is the result of managerial ability

Key words:

Managerial Ability, Sustainable Performance, Stock Returns, Stock Risks, Upper
Echelon Theory, Resource-Based Theory, Agency Theory.
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Model 1: Fixed-effects, using 275 observations
Included 5 cross-sectional units

Time-series length = 55

Dependent variable: R

Coefficient Std. Error t-ratio p-value
Const. —0.00470724 0.000649879 —7.243 <0.0001 ***
MA 0.0107787 0.00120893 8.916 <0.0001 ***

Mean dependent var 0.000568 S.D. dependent var 0.005340'
Sum squared resid 0.005351 S.E. of regression 0.004460
LSDV R-squared 0.315195 Within R-squared 0.228108
LSDV F(5, 269) 24.76248 P-value(F) 1.65¢-20]
Log-likelihood 1101.281 Akaike criterion —2190.562,
Schwarz criterion —2168.862 Hannan-Quinn —2181.853
rho —0.016256 Durbin-Watson 2.024474
Joint test on named regressors -

Test statistic: F(1, 269) = 79.4944

with p-value = P(F(1, 269) > 79.4944) = 7.56269¢-17
Test for differing group intercepts -

Null hypothesis: The groups have a common intercept

Test statistic: F(4, 269) = 1.45514

with p-value = P(F(4, 269) > 1.45514) = 0.216207
Source: Gnu Regression, Econometrics and Time-series Library.
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Model 2: Fixed-effects, using 275 observations
Included 5 cross-sectional units

Time-series length = 55
Dependent variable: S

Coefficient N t-ratio p-value
—0.00150151 0.0108099 —0.1389
0.0783021 0.0201089 3.894 Ak
Mean dependent var 0.036817 S.D. dependent var 0.077128
Sum squared resid 1.480587 S.E. of regression 0.074189
LSDV R-squared 0.091645 Within R-squared 0.053358
LSDV F(5, 269) 5.427958 P-value(F) 0.000089
Log-likelihood 328.1376 Akaike criterion —644.2752
Schwarz criterion —622.5746 Hannan-Quinn —635.5661
rho —0.013379 Durbin-Watson 2.024655
Joint test on named regressors -

Test statistic: F(1, 269) = 15.1625

with p-value = P(F(1, 269) > 15.1625) = 0.0001245
Test for differing group intercepts -

Null hypothesis: The groups have a common intercept

Test statistic: F(4, 269) =2.63815

with p-value = P(F(4, 269) > 2.63815) = 0.0343583

Source: Gnu Regression, Econometrics and Time-series Library
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Model 3: Fixed-effects, using 275 observations
Included 5 cross-sectional units
Time-series length = 55
Dependent variable: SGR
Coefficient Std. Error t-ratio p-value

Const. 0.0771659 0.0138387 <0.0001
MA 0.787908 0.0257433 30.61 <0.0001 HkE
Mean dependent var 0.462744 S.D. dependent var 0.262708
Sum squared resid 2.426519 S.E. of regression 0.094976
LSDV R-squared 0.871682 Within R-squared 0.776902
LSDV F(5, 269) 365.4715 P-value(F) 1.1e-117
Log-likelihood 260.2100 Akaike criterion —508.4200
Schwarz criterion —486.7194 Hannan-Quinn —499.7109
rho —0.102958 Durbin-Watson 2.099323
Joint test on named regressors -

Test statistic: F(1, 269) =936.75

with p-value = P(F(1, 269) > 936.75) = 1.29896e-89
Test for differing group intercepts -

Null hypothesis: The groups have a common intercept

Test statistic: F(4, 269) = 4.84602
with p-value = P(F(4, 269) > 4.84602) = 0.000865575

Source: Gnu Regression, Econometrics and Time-series Library
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Model 4: Fixed-effects, using 275 observations
Included 5 cross-sectional units

Time-series length = 55
Dependent variable: EGS

Coefficient Std. Error t-ratio p-value

2.08560 0.0248152 84.05 <0.0001 o
—0.142999 0.0461621 —3.098 0.0022 *EE
Mean dependent var 2.015625 SHDRNC TN EIAVETd (.176375

Sum squared resid 7.802371 S.E. of regression KUNRR{

LSDV R-squared 0.084614 Within R-squared [EIKIREEER)

LSDV F(5, 269) 4.973008 P-value(F) 0.000226
Log-likelihood 99.61412 Akaike criterion —187.2282
Schwarz criterion -165.5276 Hannan-Quinn -178.5192

rho 0.059679 Durbin—-Watson 1.856790

Joint test on named regressors -

Test statistic: F(1, 269) =9.59613

with p-value = P(F(1, 269) > 9.59613) = 0.00215632
Test for differing group intercepts -

Null hypothesis: The groups have a common intercept
Test statistic: F(4, 269) =2.25194
with p-value = P(F(4, 269) > 2.25194) = 0.0638299

Source: Gnu Regression, Econometrics and Time-series Library
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Model 5: Fixed-effects, using 275 observations
Included 5 cross-sectional units

Time-series length = 55
Dependent variable: R

Coefficient Std. Error t-ratio p-value
const 0.0190031 0.00297694 6.383 <0.0001
SGR 0.0110595 0.00119556 9.251 <0.0001 roxx
EGS —0.0116854 0.00138704 —8.425 <0.0001 xRk
Mean dependent var 0.000568 NN SIS SilAZ g 0.005340
Sum squared resid 0.003962 S.E. of regression 0.003845
LSDV R-squared 0.493042 Within R-squared 0.428572
LSDV F(6, 268) 43.44059 P-value(F) 6.63e-37
Log-likelihood 1142.628 Akaike criterion —2271.257
Schwarz criterion —2245.939 Hannan-Quinn —2261.096
rho —0.046577 Durbin-Watson 2.073756
Joint test on named regressors -

Test statistic: F(2, 268) = 100.5

with p-value = P(F(2, 268) > 100.5) = 2.70904¢-33
Test for differing group intercepts -

Null hypothesis: The groups have a common intercept

Test statistic: F(4, 268) = 1.08566
with p-value = P(F(4, 268) > 1.08566) = 0.36395

Source: Gnu Regression, Econometrics and Time-series Library
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Model 6: Fixed-effects, using 275 observations
Included 5 cross-sectional units

Time-series length = 55
Dependent variable: S

Coefficient Std. Error t-ratio p-value
Const. 0.516119 0.0473995 <0.0001
SGR 0.0428910 0.0190360 2.253 0.0251 **
EGS —0.247640 0.0220848 -11.21 <0.0001 roxk
Mean dependent var 0.036817 S.D. dependent var  JOXOFEEWAS
Sum squared resid 1.004311 S.E. of regression 0.061216
LSDV R-squared 0.383845 Within R-squared 0.357874
LSDV F(6, 268) 27.82592 P-value(F) 9.12e-26
Log-likelihood 381.5064 Akaike criterion —749.0128
Schwarz criterion —723.6954 Hannan-Quinn —738.8522
rho —0.103775 Durbin-Watson 2.189231

Joint test on named regressors -
Test statistic: F(2, 268) = 74.6819
with p-value = P(F(2, 268) > 74.6819) = 1.66372e-26
Test for differing group intercepts -
Null hypothesis: The groups have a common intercept
Test statistic: F(4, 268) = 1.25235
with p-value = P(F(4, 268) > 1.25235) = 0.289188

Source: Gnu Regression, Econometrics and Time-series Library
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Model 7: Fixed-effects, using 275 observations
Included 5 cross-sectional units

Time-series length = 55

Dependent variable: R

Coefficient Std. Error t-ratio p-value

0.0189949 0.00297896 6.376 <0.0001 b
0.00931342 0.00248945 3.741 0.0002 EEE
-0.0117092 0.00138830 —8.434 <0.0001 *EE
0.00176621 0.00220829 0.7998 0.4245

Mean dependent var 0.000568 S.D. dependent var 0.005340
Sum squared resid 0.003952 S.E. of regression 0.003847
LSDV R-squared 0.494254 Within R-squared 0.429938
LSDV F(7, 267) 37.27611 P-value(F) 3.35e-36
Log-likelihood 1142.957 Akaike criterion —2269.915
Schwarz criterion —2240.981 Hannan—-Quinn —2258.303
rho —0.044718 Durbin-Watson 2.069820

Joint test on named regressors -

Test statistic: F(3, 267) = 67.1234

with p-value = P(F(3, 267) > 67.1234) = 2.24302¢-32
Test for differing group intercepts -

Null hypothesis: The groups have a common intercept
Test statistic: F(4, 267) = 1.12657

with p-value = P(F(4, 267) > 1.12657) = 0.344289

Source: Gnu Regression, Econometrics and Time-series Library
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Model 12: Fixed-effects, using 275 observations
Included 5 cross-sectional units

Time-series length = 55
Dependent variable: S

Coefficient Std. Error t-ratio p-value
0.515928 0.0473690 10.89 <0.0001
0.00256665 0.0395852 0.06484 0.9484
—0.248190 0.0220756 -11.24 <0.0001 o
0.0407889 0.0351143 1.162 0.2464

Mean dependent var 0.036817 REDNISIS SR 0.077128

Sum squared resid 0.999261 S.E. of regression 0.061176

LSDV R-squared 0.386943 Within R-squared 0.361103

LSDV F(7, 267) 24.07464 P-value(F) 2.63e-25
Log-likelihood 382.1995 Akaike criterion —748.3990

Schwarz criterion —719.4649 Hannan-Quinn —736.7869

rho —0.101830 Durbin-Watson 2.184750

Joint test on named regressors -
Test statistic: F(3, 267) = 50.3026
with p-value = P(F(3, 267) > 50.3026) = 8.37655e-26
Test for differing group intercepts -
Null hypothesis: The groups have a common intercept
Test statistic: F(4, 267) =1.31774
with p-value = P(F(4, 267) > 1.31774) = 0.263632

Source: Gnu Regression, Econometrics and Time-series Library
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