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Measuring the Effect of Political Connections on the
Relationship between Managerial Ability and Dividends
Policies: An Empirical Study on Firms Listed on the
Egyptian Stock Exchange

Abstract

Research objective: The research aimed to test and analyze the
relationship between managerial ability and dividends policies,
and the effect of political connections as a moderating variable
on this relationship in non-financial firms listed on the Egyptian
Stock Exchange.

Research methodology: The research relied on both the
descriptive and analytical approach by combining theoretical
analysis of the most important literature related to the research
topic, and also conducting an empirical study that targeted a
sample consisting of (59) non-financial firms listed on the
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Egyptian Stock Exchange during the period from (2020) to
(2023), for a number of (236) observations. The researcher relied
on the content analysis approach to examine the actual historical
data in the annual financial statements to test the research
hypotheses, using a set of statistical methods represented by the
pearson correlation coefficient, the tobit regression model, and
the logistic regression model.

Research results: The results of the empirical study indicate:
First, low managerial ability has a positive and significant effect
on dividends policies, while high managerial ability has a
negative and significant effect on dividends policies. Second,
political connections have a positive and significant effect on
dividends policies. Third, political connections have no
significant effect on the relationship between low managerial
ability and dividends policies, while political connections have a
positive and significant impact on the relationship between high
managerial ability and dividends policies.

Originality and value: The scientific addition to the research
appears in the attempt to contribute to the cognitive construction of
one of the topics that has received great attention in the global
business environment, which is the issue of the effect of managerial
ability on the dividends policies with the aim of enhancing the
financial health of firms and ensuring their sustainable survival.
This research is also a continuation of research related to financial
markets and improving the financial performance of firms, and thus
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all firms in emerging financial markets can benefit from its results
in achieving their competitive advantage.
Keywords: Managerial Ability, Dividends Policies, Political
Connections.
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(5)MA_HIGH | 0207~ | -0.110 1.000™" 0.0 1.000
(6)F. SIZE 0050 | 0225 0.018 0.131 0.156 1.000
(7)F. AGE 0.161" 0.056 0.190 0.127 0.164" 0.150" 1.000
(8) LEV 0.115" 20049 | 0275 | -0.406" 0.057 20185 | 0.114" 1.000
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Variable Tobit Regression Logistic Regression

DIV PAYOUT Coefficient t p-value Coefficient Odds z p-value
MA 7.8274™ 3.20 0.00 0.4325™ 1.5411™ 2.22 0.03
D*MA -11.1269™  -3.29 0.00 -0.6783™ 0.5075™ -3.31 0.00
F. SIZE 0.3317"™ 3.00 0.00 0.5879"" 1.8001"" 5.20 0.00
F. AGE 1.0371" 2.38 0.02 1.0483™ 2.8528™ 242 0.02
LEV -3.1409™ -2.31 0.02 -3.1541™ 0.0427™ -2.44 0.02
MTB 0.2643™ 4,70 0.00 0.2947™ 1.3426™ 3.20 0.00
CASH 1.0495 0.93 0.35 5.8668"" 353.1036™"  4.07 0.00
cons -10.9129™  -3.71 0.00 -17.6203™ 0.0000"" -5.61 0.00
N 224 223

R? 0.12 0.31

chi? 65.07 54.61

p-value 0.00 0.00

Pearson chi? 198.01

p-value 0.79

Hosmer—Lemeshow

chi? 11.28

p-value 0.19

Var(e.DIV PAYOUT) 3.65™

t-statistics 6.32

p-value 0.00

*xx n<0,01, ** p<0.05, * p<0.1
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DIV PAYOUT, = -10.9129+ 7.8274 MA - 11.1269 D*MA + 0.33317 F.

Logistic Regression (s sl jlaaiy) z3gai -¥
DIV PAYOUTit=-17.6203+ 0.4325 MA.it- 0.6783 D*MA.i ++ 0.5879 F. SIZEi++
1.0483 F. AGEi - 3.1541 LEVi+ 0.2947 MTBi++ 5.8668 CASHi:...Model (1)
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Variable Tobit Regression Logistic Regression

DIV PAYOUT Coefficient t p-value Coefficient Odds z p-value
PC 0.1208™ 2.25 0.03 0.1387™ 1.1488™ 2.13 0.03
F. SIZE 0.2397™ 2.18 0.03 0.4544™" 15752 434 0.00
F.AGE 1.0460™ 2.37 0.02 1.0290™ 2.7984™ 211 0.04
LEV -3.8438™ -2.85 0.00 -3.6787 0.02526™  -3.13 0.00
MTB 0.2561™" 451 0.00 0.2350™" 1.2649™ 2.84 0.00
CASH 0.5656 0.50 0.61 5.2775™ 195.8879™  3.89 0.00
cons -9.9928™ -3.34 0.00 -14.7715™ 0.0000™" -4.83 0.00
N 223 223

R? 0.11 0.28

chi? 57.89 52.46

p-value 0.00 0.00

Pearson chi? 196.17

p-value 0.83

Hosmer—Lemeshow

chi? 5.49

p-value 0.70

var(e.DIV PAYOUT) 3.79™

t-statistics 6.30

p-value 0.00

*xx n<0,01, ** p<0.05, * p<0.1
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Tobit Regression <l all s agaaall jlaai¥) zi gai -
DIV PAYOUTi, = -9.9928+ 0.1208 PCi+ 0.2397 F. SIZEi+ 1.0460 F.
AGEi - 3.8438 LEVi+ 0.2561 MTBiy...Model (2)
Logistic Regression (simsa sl syl 73 gai -
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Variable Tobit Regression Logistic Regression

DIV PAYOUT Coefficient t p-value Coefficient Odds z p-value
MA 0.3769" 1.70 0.09 0.5875™ 1.7995™ 2.53 0.01
D'MA -0.7796™" -3.60 0.00 -0.7353™" 0.4794™" -3.15 0.00
PC 0.3112" 1.99 0.05 0.4405™ 1.5535" 2.10 0.04
MA*PC -0.1839 -1.11 0.27 0.234 1.2631 1.06 0.29
D*MA*PC 0.2859" 1.77 0.08 0.4445™ 15597 2.16 0.03
F. SIZE 0.2919™ 2.59 0.01 0.5963™" 1.8154™" 4.93 0.00
F. AGE 0.9867" 2.29 0.02 0.9704™ 2.6389™" 2.19 0.03
LEV -3.2655™ -2.40 0.02 -3.0697" 0.0464™ -2.42 0.02
MTB 0.2444™ 4.38 0.00 0.2747 1.3162" 3.39 0.00
CASH 0.6508 0.55 0.59 5.2461"" 189.8281"" 3.26 0.00
cons -10.6604" -3.55 0.00 -17.4563™" 0.0000™" -5.28 0.00
N 223 223

R? 0.14 0.34

chi? 72.86 56.06

p-value 0.00 0.00

Pearson chi? 181.61

p-value 0.94

Hosmer—Lemeshow chi? 8.48

p-value 0.39

var(e.PAYOUT) 3.49™

t-statistics 6.35

p-value 0.00

**x p<0.01, ** p<0.05, * p<0.1
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