[ Downloaded from gfaj.mobarakeh.iau.ir on 2025-08-15 ]

[ DOR: 20.1001.1.23452617.1402.15.57.4.9 ]

Quarterly Financial Accounting
E-ISSN: 2783-4417
Vol. 15, Issue 1, No. 57, Spring 2023, p 38-50
Received: 26.04.2023 Accepted: 27.10.2023

Research Paper
The Effect of Managerial Ability and Motivations on the Performance of Companies
Listed on the Tehran Stock Exchange

Sohrab Osta*
Assistant Professor, Department of Accounting, llam University, llam, Iran.
s.osta@ilam.ac.ir

Behrooz Badpa
Assistant Professor, Department of Accounting, llam University, llam, Iran.
b.badpa@ilam.ac.ir

Sakine Nowrozi
Master's student in Management Accounting, llam Universit, Ilam, Iran.
sara6157062@gmail.com

Abstract

Considering the important role of managers in the success of firms, the present research investigates the effect of
managerial ability and managerial incentives on the firm's performance. Specifically, this study investigates how
the managerial ability factor can have a significantimpact on the profitability and risk of firms. By doing so, this
study can provide several policy implications abouthow managerial ability can influence a firm's decisions and
its related business policies. The statistical population of this research is the firms admitted to the Tehran Stock
Exchange during the period of 2015 to 2019 and the sample includes 140 firms. The data of the research was
extracted from Rahvard Navin software and the panel data method was used to estimate the model. In this study,
the independent research variable is the managerial ability (Demirjan et al. model, 2012) and managerial
incentives (CEO cash bonus), and the dependent variable is the firm's performance, where the firm's profitability
and risk indicators are considered as performance criteria. The results of the research show that the managerial
ability and cash reward of the CEO have a positive and significant relationship with the firm's profitability, in
other words, more capable managers with high managerial incentives can have better profitability. Also, the
ability of the managers and the CEQ's cash bonus has a positive and significant effect on the firm's risk. The
coefficients and significance levels related to control variables also show that firm size, sales growth, and firm
growth have a positive and significant effect on firm profitability and firm risk. Accordingly, management's
ability and motivations can affect the firm's decisions, business policies, and the firm's performance, including
the firm's profitability and risk.

Keywords: Managerial Ability, Managerial Incentives, Firm Performance, Risk, Profitability.

Introduction: Considering the important role of managers in the success of firms, the present research
investigates the effect of managerial ability and managerial incentives on the firm's performance. Specifically,
this study investigates how the managerial ability factor can have a significant impact on the profitability and
risk of firms. By doing so, this study can provide several policy implications about how managerial ability can
influence a firm's decisions and its related business policies.

Method and Data: The statistical population of this research is the firms admitted to the Tehran Stock
Exchange during the period of 2015 to 2019 and the sample includes 140 firms. The data of the research was
extracted from Rahvard Navin software and the panel data method was used to estimate the model. In this study,
the independent research variable is the managerial ability (Demirjan et al. model, 2012) and managerial
incentives (CEO cash bonus), and the dependent variable is the firm's performance, where the firm's profitability
and risk indicators are considered as performance criteria.
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Findings: The results of the research show that the managerial ability and cash reward of the CEO have a
positive and significant relationship with the firm's profitability, in other words, more capable managers with
high managerial incentives can have better profitability. Also, the ability of the managers and the CEO's cash
bonus hasa positive and significant effect on the firm'srisk. The coefficients and significance levels related to
control variables also show that firm size, sales growth, and firm growth have a positive and significant effect on
firm profitability and firm risk.

Conclusionand discussion: Accordingly, management's ability and motivations can affect the firm's decisions,
business policies, and the firm's performance, including the firm's profitability and risk.
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