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The impact of institutional ownership on the relationship
between Managerial Entrenchment and the type of auditor:
An applied study in the Egyptian business environment
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Abstract:

This research tested the relationship between Managerial Entrenchment and the
type of auditor in the Egyptian business environment, as well as the extent to
which there is an impact of institutional ownership on this relationship. The
researcher relied on a sample of 48 non-financial Egyptian companies listed on
the stock exchange during the period from 2014 to 2020 (129 observations). The
results of the research proved the existence of a positive relationship between the
dual role of the CEO and the type of auditor (measured by three measures: the
size of the auditor, the industrial specialization of the auditor, and a composite
measure of the size of the auditor and his industrial specialization), as well as the
existence of an inverse relationship between the level of Managerial ownership
and the type of auditor, measured by the size of the auditor. The study also
demonstrated the existence of a positive relationship between the level of
independence of the Board of Directors and the industrial specialization of the
auditor. As for the effect of institutional ownership on the relationship of
Managerial Entrenchment mechanisms (The dual role of the CEO, Managerial
ownership, Independence of the board of directors) with the type of auditor
(measured by three measures), the results showed that there is a significant effect
of institutional ownership only on the relationship of the independence of the
board of directors with the industrial specialization of the auditor.

Keywords: Managerial Entrenchment, The industrial specialization of the
auditor, Institutional ownership.
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AUDITORK;; = Bo + Bi(CEODU;;) + B2(MO;i) + Bs(BOIN;,) + Ba(FSIZEj) +

Bs(LEV;,) + Bs(FAGE;;) + B7(COIN;;i) + Bs(ROA;,i) + € .. Model (1)
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AUDITORK;;i= Bo + B1(CEODU;;) + B2(MO;,i) + B3(BOIN;;) + Ba(FSIZE;;) +

Bs(LEVji) + Be(FAGE;i) + B7(COIN;;) + Bs(ROA;i) + Bo(lO0ji *

CEODU;,i) + B1o(10ji * MO;i) + B11(10;i * BOIN;ji) + € ... Model (2)
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N Minimum | Maximum | Mean Std. Deviation
AUDSP 129 .00 1.00 5891 49391
AUDSIZ 129 .00 1.00 4884 50181
AUDKIND | 129 .00 2.00 1.0775 .80635
CEODU 129 .00 1.00 .6899 46433
MO 129 .00 a7 .2258 24186
BOIN 128 71 1.00 .6531 .26872
COIN 129 .00 1.00 .8844 25184

Cany laty Lad Canl Jae S ) madle 21083 (V) 5 J saally daia sall iliil) IS (e oSy
e LS ) G i

e ) ixg laa ¢ +,0A9) AUDSP cbbuall (il yal Leliall Ganadill jiie e o st aly -
Dol 8 La 13 5 ddeliall 8 Cuacadie Gllea ) e e Al @l 53 e 709 e i b
33 5all dlle daal e clard e Jpeanl) o il 3l sl (ya s )

o iy Lo dlaie] iy 3a g+, $AA AUDSIZ il Gl e aas it dad Jans sia il -
Big4 Sl daal jall (ilSa ) saity Sl 8 e o il QIS Hd Caas

AUDKIND bl Cil e a5 elivall Garadill Ga JSV S all el 4o Jaus sia Wl -
b Opanadic L Clilua ) e e Dl US4 alaas sldie] Jin Lae sl aal ) e 23548
o bl a5 Ll cillal) 8 e g 5 s Al Glaaliie Caiaid (Big4d) e sl dcluall
o Gllea 8 5e oo adiad (Qlaaliadl sl e ZYAY) GlS ol saalie TV ocllia
(7Y £,9) S il 5aalie £0 adiad ety ¢ HLSH daal jall (Sl () gty ¥ g delinall b (puanadic
Yy Graadie Clilbua 8l e e Sl Bigd OV 0 sl s (panadie e Slbea 80 e e W)
Cllin 8 ye o adia®d (77, ¢ Ly saalie £V) Ll Claaline 34 Wl Bigdd! () saiy

AY XY Ll (VF) 23l - (A) ) 5 _palaall Ay jladl) cilul Al Alaa

(£€Y)



clileal) B ja 555 s Y Cmanil) G Al o dpusagal) Aslal) i ald e LS a3

e o Jpanll o il GIS )b abra paja Lo duy a5 Bigdd! Osain s (ranadia

Gixal e ) Bigdd! Osaiy Gmal e sl Granadie sl e o aldie YU L) sas daa)

Bigdd! ¢ saihy uaiaiia

778 e ledia () CEODU J5Y) sl Gt 1 53 4aa) 53 shiie A Jaus i goaia -

138 5 ccaiiall gazmall ol J W) (s N rmia 5] Gl Gty Lo Al Al IS S (e

A peadl IS 3l s laY) el (g siie 33l ) e aclin 36 L

Lo e 51y 3 saiud ing Lae Lo 88 7YY, aly Aial) S 50 8 2 510y ASLAY Ao Jaus i -

el Jae S il (8 (5 Y Cpanill (5 stue 330 o debuy Las 28580 agnl @) 0 2

Oomed bl (e jaS 23 (0 A8 Al e (BL GRS Al Al

O i Le O (i e 0710, Cand) e IS 3l 5 10) Gallae AL (5 sine Ja sia &l -

Ot (8 ae b Tla) THd5e 2a 1385 el e sliac V) (e pa 310Y) Gulas sliae| i

A paall S AN JAds sy Canill (5 gla

Lo sie 3y S AN (e Jle 5 st ) dral jal) Lad I8 e e Jan gle iy -

8l e LAl )8 0l 5 8 Oleld lanae Caalil) o yiing La 138 5 ¢ ZAA, € Caliiicdd) Zaall) pliacf 4

<ablaall

1029 AN LAl g plaady) zilad Judal milis oY
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AUDSIZji = Bo + Bi(CEODU;ji) + P2(MO;i) + B3(BOIN;i) + Pa(FSIZE;,) +
Bs(LEVii) + Bs(FAGE;,i) + B7(COIN;;i) + Bs(ROA,) + €
Variable Coefficient Coeff!cient. ANQVA. R? Adjusted
B Sig Sig R?
CEODU;; B1= 0.139 0.098
MO;,i B2= -0.522 0.001
BOIN;; Ba= -0.124 0.412
FSIZE;j;,i B4=0.328 0.000
[EV, Bo= 0.024 0001 0.000 |0.368| 0.325
FAGE;; Bs=0.001 0.718
COIN;j;i B7=-0.290 0.085
ROA, Bs=0.067 0.768
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AUDSIZj;: 2a) yal) £ ol (uliBaS AUDSIZ clibuad) B) ja aaa o dlais YU JU 723 gall)

= Bo + B1(CEODUj;) + B2(MQ;,i) + B3(BOIN;,i) + Ba(FSIZE;j;) + Bs(LEV;,) +
Bs(FAGE;,) + B7(COIN;,i) + Ps(ROA;;) + Po(1O;ji * CEODU;) + P1o(10;i *
MO;;i) + B11(10;i * BOIN;,i) + €

Variable Coefficient Coeff!cient. ANQVA. R? Adjusted
() Sig Sig R?
CEODUj; Bi= 0.177 0.239
MO;,i B2= -0.309 0.307
BOIN;; Bs=-0.331 0.126
FSIZE;j;,i Ba=0.300 0.000
LEVj,i Bs= 0.022 0.003
FAGE;, Bs = 0.000 0.888 0.000 |0.382| 0.324
COIN;,i B7=-0.275 0.115
ROA, Bs=0.032 0.890
(10;;* CEODU;,) Bo=-0.088 0.722
(105 * MO;,) B10=-0.336 0.605
(10, * BOIN;,i) B11=0.482 0.147
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AUDSP;j;i = Bo + P1(CEODU;i) + B2(MO;ji) + Ba(BOIN;i) + Pa(FSIZE;;) +

Bs(LEVi,i) + Bs(FAGE;,i) + B7(COIN;,i) + Bs(ROA,) + €

Coefficient | Coefficient. | ANOVA. R? Adjusted
i H 2
Variable () Sig Sig R
CEODU;;i Bi= 0.244 0.015
MO;,i B2= 0.090 0.630
BOIN;;,i Bs= 0.302 0.091
FSIZE;j;i Ba=0.134 0.037
LEVj,i Bs= -0.001 0.920 0135 1 009% ) 0036
FAGE;,i Be=-0.002 0.501
COIN;j;i B7=-0.371 0.061
ROA;,i Be=-0.048 0.857

2l yall £ oll (ulidas AUDSP cilbibuall Gl jal  sliall pamiddl) Jo slaieYy AU 73 gadl)

AUDSPji = Bo + B1(CEODU;i) + B2(MO;ji) + Ba(BOIN;i) + PBa(FSIZE;j) +
Bs(LEV;ji) + Be(FAGE;;) + B7(COIN;,i) + Bs(ROA;;) + Bo(1O0;i * CEODU;;) +

B1o(10;j;i * MO;j;i) + B11(10;,i * BOIN;,i) + €

Variable Coefficient Coeff!cient. ANQVA. R? Adjusted
B Sig Sig R?
CEODUj;;i B1= 0.092 0.594
MO;,i B2= -0.319 0.363
BOIN;; Bs= 0.722 0.004
FSIZE;,i Bs=0.171 0.022
LEV,, Bo= 0002 0.788 0.069 |0.143| 0.062
FAGE;; Bs=-0.001 0.662
COIN;j;i pB7=-0.400 0.048
ROA, Bs=-0.017 0.948
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(105 * CEODU;,) Bo=0.318 0.267
(105 * MO;,) B10=10.797 0.289
(105 * BOIN;;i) B11=-0.939 0.016
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