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Abstract-

 

This paper examines the impact of managerial 
entrenchment on financial flexibility, and financial leverage 
decisions of small public firms compared to medium and large 
firms. We group firms into market capitalization quartiles where 
small public firms are within the first, medium firms are 
between the first and second, and large firms are above the 
third quartile. Results show that entrenched managers in small 
firms hold significantly less excess cash than entrenched 
managers in medium or large firms. Small public firms borrow 
significantly more money using short-term maturity compared 
to medium and large size firms, which borrow less money 
using long-term maturities. Compared to

 

pre-2008 crisis 
levels, most firms borrowed more money and held more 
excess cash during and after the global economic crisis, 
though small firms had limited access to cheap long-term 
funding compared to medium and large firms. Managers 
adopted more antitakeover practices after the 2008 global 
crisis and they became more entrenched. Results have 
economic and policy implications. Public policy should 
prioritize timely (within 1.5 to 2 years) access to cash for small 
firms over medium and large firms to pre-crisis excess cash 
levels in a global economic crisis.    

 

Keywords:

 

managerial entrenchment, financial flexibility, 
financial leverage, debt maturity, excess cash, small 
firms.

  

I.

 

Introduction

 

inancial flexibilityis a primary determinant of firms’ 
financing policy according to chief financial 
officers in the U.S. and Europe (Skiadopoulos 

2019). This is because firms require access to cash to 
exploit of investment opportunities and meet financing

 

and operating cash flow needs (Hsu et al. 2017). 
Financial flexibility is also identified as a missing link in 
capital structure research (Yousefi and Yung 2022, Bates 
et al 2016, Byoun 2011 Marchica and Mura 2010). This 
is especially the case for small firms  that are financially 
constrained (Nicolas 2022) and subject to reduced 
financial reporting requirements by securities regulators 
(U.S. Securities and Exchange Commission 2022). 
Small firms are the backbone of the global economy (de 
Carvalho Zinga et a. 2013), yet prior research does not 
focus on the impact of entrenchment on financial 
flexibility and leverage of small firms. Prior research 

provides mixed results on the relationship between 
managerial entrenchment and the extent of leverage in 
capital structure of the firm (Berger et al. 1997, Ji et al. 
2019), and excess cash (Falaye 2004). While Berger et. 
al (1997) document entrenched managers tendency to 
borrow less using long-term debt, Ji et. al (2019) find 
that entrenched managers of diversified firms borrow 
more (Ampofo 2021), which could be different for small 
firms (Nicolas 2022). Past research find that managers 
in poorly governed firms keep less cash (Dittmar and 
Mahrt-Smith 2007), but it is not clear whether managers 
in small firms keep more or less excess cash (Jones 
2022). This paper examines the impact of managerial 
entrenchment on financial flexibility, and financial 
leverage decisions of small public firms compared to 
medium and large firms during a Global Economic 
Crisis. 

Some of the characteristics of small firms 
include fewer employees, limited financial resources, 
lower credit worthiness or collateral for secured 
borrowing, restricted access to cheap long-term debt, 
and external equity funding.  Recognizing the critical 
value of small firms to the economy and the relative 
resource limitations compared to larger firms, U.S. 
Financial Accounting Standards Board (FASB) and 
International Accounting Standards Board (IASB) often 
modify accounting guidance to be more practical and 
less burdensome for small firms to implement in 
preparing financial statements and related disclosures. 
For example, FASB established the Small Business 
Advisory Committee in 2004 with a renewed focus in 
2016 to actively provide feedback on matters important 
to small public companies in the accounting standard 
setting process (FASB 2022). Similarly, IASB publishes 
IFRS for small and medium-sized entities (SMEs) that is 
practically an accounting framework for entities that are 
not large enough to have the resources to use the full 
IFRS (IFRS 2023). Securities regulators including the 
U.S. Securities and Exchange Commission (2022) 
broadly define smaller reporting companies as those 
with a public float of less than $250 million, or $100 
million in revenues and no public float or public float of 
less than $700 million. Prior research uses market 
capitalization (Jones 2022), and we categorize firms with 
market capitalization below the first quartile as small 
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large firms in capital structure regression analysis when 
using average

 
firm-year financial data from all firm sizes 

has the potential to skew the results in favor of the larger 
firms.

 
Thus, results in prior research can misinform 

policy implications for small firms.
 

Managerial entrenchment denotes the level to 
which firms’ management exploit agency conflicts and 
the consequent information asymmetry to extract private 
benefits, establish dominance, and implement 
measures that safeguard and enhance the interests of 
management, rather than protecting

 
and prioritizing the 

interests of other stakeholders’ over an extended period 
(Murphy and Zabojnik 2004, Zwiebel 1996, Edlin and 
Stiglitz 1995). Managerial entrenchment occurs when 
managers gain so much power that they are able to use 
the firm to further their own interests rather than the 
interest of shareholders (Weisbach 1988). Managerial 
entrenchment is primarily operationalized using E-index 
as in prior research (Harris and Hampton 2022, 
Bebchuk, Cohen and Ferrell 2009). Shleifer and Vishny 
(1989) find that managers entrench themselves by 
making manager-specific investments that make it 
costly for shareholders to replace them, extract higher 
wages and larger perquisites from shareholders, and 
obtain more latitude in determining corporate strategy.

 

Prior research suggest that while managers in medium 
and large firms who are working for capital providers 
may be entrenched (Jones et al. 2022), this may not be 
the case for small firm  managers with limited resources. 
This paper exploits the tension between agency theory 
and a resource-based view of managers

 
as s source of 

competitive advantage (Hansen et al. 2004, Bowman 
and Toms 2010, Cecchini et al 2013) to examine the 
impact of entrenchment on excess cash and leverage of 
small public firms compared to medium and large firms.

 
 

 

 

managers in small firms hold less excess cash than 
entrenched managers in medium and large firms.  

Financial leverage refers to the proportion and 
maturity of debt in the capital structure. Consistent with 
prior research, financial leverage is primarily operation-
alized as debt to total assets (Faleye 2004, Ji, Mauer, 
and Zhang 2019). Berger, Ofek, and Yermack (1997) 
find evidence that firms that have entrenched managers 
often borrow less, and use long rather than short-term 
debt. However, Ji et al. (2019) finds entrenched 
managers borrow more in diversified firms. Prior 
research has not addressed the impact of entrenchment 
on the financial leverage of small firms. Small firms 
typically have less total assets and capital resources 
than medium and large firms. As a result, we expect the 
financial leverage ratio of small firms should be higher 
than the medium or large firms that often have 
significantly high equity capital and total assets. Also, 
small firms are not as reputable as medium or large 
firms that issue more equity capital subscribed by 
investors. Small public firms rely on limited equity capital 
and often have to borrow money at expensive short-term 
rates. Accordingly, unlike Berger et al (1997) this paper 
posits that entrenched managers in small firms borrow 
more money (H2) using short-term maturities (H3) 
compared to entrenched managers in medium and 
large firms that borrow less money using long-term 
maturities.  

The findings of this paper indicate that 
entrenched managers in small firms hold significantly 
less excess cash than entrenched managers in large or 
medium sized firms that maintain higher amounts of 
excess cash. Small firms have significantly more 
financial leverage than medium, and large firms. 
Moreover, small firms borrow more money at short-term 
maturities, while medium size and large firms borrow 
less money at long-term maturities. In contrast to the 
levels observed before the 2008 global financial crisis, 
most firms experienced an increase in borrowing held 
larger amounts of excess cash during and after the 
global financial crisis. However, small firms faced 
limitations in accessing cheap long-term funding 
compared to medium and large firms. Consistent with 
agency theory, managers displayed a higher inclination 
towards implementing antitakeover measures to safe-
guard the interests of  stakeholders in the aftermath of 
the 2008 global crisis.  This led to an increase in the 
level of managerial entrenched.  

This paper provides new evidence that 
entrenched managers in small firms exhibit a tendency 
to borrow more money through short-term debt 
maturities, compared to their counterparts in large or 
medium firms who borrow less at cheaper long-term 
debt maturities (Berger et al. 1997). We also provide 
new evidence that entrenched managers in small firms 
tend to hold significantly less excess cash compared to 
entrenched managers in large or medium-sized firms, 

Impact of Managerial Entrenchment on Financial Flexibility and Leverage of Small Public Firms: Policy 
Implications for Global Economic Crisis
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firms.  Our viewpoint is that the inclusion of medium and 

Financial flexibility refers to a firm’s operating 
cash flows (Byoun 2011, Charitou and Ketz 1991), free 
cash flow (Jensen 1986, Easterbrook 1984), excess or 
residual cash (Faleye 2004, Daniels et al. 2010), and 
debt capacity (Hess and Immenkötter 2014). Financial 
flexibility is distinguished from financial performance or 
profitability of the firm (Hsu et al. 2017, Charitou and 
Ketz 1991). First, financial flexibility is excess cash flows 
that primarily arise from net debt proceeds after 
satisfying operating and investing cash requirements of 
the firm (Daniels et al. 2010, Faleye 2004). This excess 
cash perspective differs from free cash flow to the firm
(Jensen 1986, Easterbrook 1984). This paper uses 
excess cash (Daniels et al. 2010, Faleye 2004), and free 
cash flow (Easterbrook 1984) as proxies for financial 
flexibility. We argue that one channel of excess cash is 
to borrow cheaper long-term debt (relative to equity), 
which a large or medium and not necessarily a small 
firm, typically pays interest costs, and rollover principal 
payments for a long period of time (Ampofo 2021). 
Accordingly, in this paper we posit that entrenched 



who maintain higher amounts of excess cash. To 
supplement the E-index measure of managerial 
entrenchment, we also develop two direct measures of 
entrenchment based on four (DME 4), and six (DME 6) 
using anti-takeover provisions frequently used by firms 
after the Sarbanes-Oxley Act (2002). Public policy 
should place a higher priority on facilitating timely 
access to cash for small firms to restore their pre-crisis 
levels of excess cash within 1.5 to 2 years.   

Section I of this paper discusses the theoretical 
background. Section II analyzes data and provides 
summary statistics. Section III describes the 
methodology, and Section IV discusses the results. 
Finally, the paper concludes with implications of our 
research in section V. 

II. Prior Research and Hypotheses 
Development 

a) Agency Theory and Resource-based Theory of the 
Firm 

Traditional agency theory arises from its origins 
in risk-sharing, and agency problem perspectives 
(Jensen and Meckling 1976) in which principal and 
agent have different attitudes towards risks, and 
different goals (Eisenhardt1989). Agency theory stems 
from the principal-agent conflict that arises from the 
separation of ownership and control of firms (McGuire, 
Wang, and Wilson 2014). The agency problem arises 
from conflicting goals between the agent (i.e., 
managers) and the principal (i.e., shareholders, 
debtholders), partly because it is difficult or expensive 
for the principal to verify the agent’s activities 
(Eisenhardt 1989). Agency theory postulates that 
managers are self-interested, and risk averse individuals 
whose decisions follow bounded rationality in 
contractual relationships (Jensen and Meckling 1976). 
Managers may extract firms’ cash flows, and make it 
difficult to replace them by investing in projects for 
which success is tied to the managers (Shleifer and 
Vishny 1989).  

Positivist or contrarian agency theory posit that 
corporate governance mechanism, such as, goals 
alignment using outcomes-based contracts, or efficient 
information systems, limit agent’s self-serving behavior 
so that managers act in the interest of the capital 
providers (Blair 1996). Managers  who work for capital 
providers are expected to act in the best interest of the 
stakeholders to maximize the value of the firm (Blair 
1996). Prior research argues that agency theory and 
strategic management perspectives, such as, the 
positivists agency theory, yield opposing predictions 
(Denis et al.1999, p. 1073). Shankman (1999) also 
indicates that agency and stakeholder theories offer 
competing explanations for firm outcomes. Using 
agency theory and related creditor alignment, and 
managerial entrenchment hypotheses Ji, Mauer, and 

Zhang (2019) find: (1) positive relation between 
managerial entrenchment and leverage in diversified 
firms (creditor alignment hypothesis), and (2) negative 
relation between managerial entrenchment and leverage 
in focused firms (managerial entrenchment hypothesis). 
A gap in prior research is the lack of consideration of 
financial flexibility in capital structure studies (Ariff et al 
2022, Bates et al 2016, Byoun 2011 Marchica and Mura 
2010), especially, for small firms across different 
economic cycles. We question the impact of managerial 
entrenchment on financial flexibility, and the amount and 
maturity of debt for small versus medium and large firms 
in a global economic crisis. 

b) Managerial Entrenchment  
Managerial entrenchment occurs when 

managers gain so much power that they are able to use 
the firm to further their own interests rather than the 
interests of shareholders (Weisbach 1988). Firms’ 
management exploits agency conflicts and information 
asymmetry to extract private benefits (Zwiebel1996, 
Edlin and Stiglitz 1995). Managerial entrenchment 
hypothesis arises from agency conflicts between 
managers, shareholders, creditors, and even employees 
(Murphy and Zabojnik 2004). Shleifer and Vishny (1989) 
explain that entrenched managers make manager-
specific investments that make it costly for shareholders 
to replace them, extract higher wages and larger 
perquisites from shareholders, and obtain more latitude 
in determining corporate strategy. Prior research uses 
the Gompers, Ishii, and Metrick (GIM, 2003) index, 
Alternative Takeover Index (ATI) of Cremers and Nair 
(2005), and Entrenchment (E) index of Bebchuk, Cohen, 
and Ferrell (2009) areas proxies for managerial 
entrenchment. Shleifer and Vishny (1989) use 
blockholders of at least 20% as a measure of 
entrenchment. CEO turnover, anti-takeover provisions, 
proxy contests, and managerial entrenchment index are 
also used in prior research (Faleye 2007, Chakraborty et 
al. 2014, Chakraborty, and Sheikh 2010, Jiang and Lie 
2016, and Florackis and Ozka 2009). Lee, Matsunaga, 
and Park (2012) use CEO share ownership, 
CEO/chairman duality, and CEO tenure as measures of 
entrenchment. The underlying essence of the entrench-
ment measures mentioned above suggests that strong 
corporate governance practices (such as increased 
presence of blockholders, fewer antitakeover provisions, 
and enhanced managerial) reduce managerial entrench-
ment, while the reverse holds true as well.  

Following Bebchuk et al. (2009) development of 
E-index, we also utilize different six antitakeover 
provisions that firms frequently use in the period after 
the Sarbanes Oxley Act (2002) namely: (1) blank check 
preferred stocks, (2) cumulative voting, (3) confidential 
or secret ballot, (4) fair price amendments, (5) limits to 
special meetings, and (6) limits to written consent to 
develop two direct measures of managerial entrench-

Impact of Managerial Entrenchment on Financial Flexibility and Leverage of Small Public Firms: Policy 
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ment indexes (DME4, and DME6) (Ampofo 2021). The 
direct measures of entrenchment add to the 
nomological validity of the E-index and provide 
alternative measures of managerial entrenchment, and 
they are utilized as alternative proxies of managerial 
entrenchment.  

c) Financial Flexibility  
Financial flexibility refers to a company’s ability 

to adjust the amounts and timing of cash flows in order 
to meet unexpected requirements and capitalize on 
emerging opportunities (Ampofo 2021, FASB 2019). 
Prior research suggests that financial flexibility is the 
availability of cash, cash flows, or liquidity to meet 
unexpected needs or opportunities (Bates et al., 2016). 
Financial flexibility and financial performance of the firm 
are two constructs which are highly correlated (Arslan-
Ayaydin et al. 2014, Lie 2005) but are not the same. 
Financial performance focuses on the profitability of the 
firm, and typically includes earned revenues less 
accrued expenses on the income statement (Ferris, 
Kumar, Sant, Sopariwala 1998). Prior research 
measures financial performance as return on assets, 
return on equity, or operating profit divided by total 
assets (Kumar and Sopariwala 1992, Rajan and 
Zingales 1995). The proportion of fixed versus variable 
costs of the firm is an aspect of operating flexibility that 
is closely related to the operating performance of the 
firm (Kumar and Sopariwala 1992). Prior research 
broadly measures financial flexibility as operating cash 
flows (DeAngelo and DeAngelo 2007, and Arslan-
Ayaydin et al 2014, Hoberg, Phillips, and Prabhala 
2014), retained earnings to total assets (Byoun 2011), 
excess or residual cash (Daniels et al. 2010, Faleye 
2004), and debt capacity (Hess and Immenkötter 2014). 
We differentiate between operating and financing 
flexibility because operating flexibility is part of financial 
performance that is not independent from the broader 
construct of financial flexibility (Kumar and Sopariwala 
1992).  

The residual or excess cash perspective of 
financial flexibility (Falaye 2004) differs from free cash 
flow to the firm. Prior research also describes financial 
flexibility as unused debt capacity that firms can tap into 
for cash flows (Lo 2015, Gamba and Triantis 2008). In 
this paper, we describe free cash flow as operating cash 
flows after adjusting for interest tax shield [that is, plus 
interest expense (1-tax rate)], plus receipts from net 
debt proceeds, and less payments for long-term 
investments (Jensen 1986, Easterbrook 1984). The net 
proceeds from debt cash flows is a common factor of 
excess cash and free cash flows. Thus, financial 
flexibility in the form of untapped reserves of borrowing 
power is a crucial missing link in capital structure theory 
(Marchica and Mura 2010). This paper primarily 
operationalizes financial flexibility as the excess of the 
cash ratio of the firm over the median cash ratio of the 3-

digits SIC industry (Daniels et al 2010), residual cash 
(Opler et al. 1999), and free cash flow to the firm (Faleye 
2004, Jensen 1986, Easterbrook 1984).  

Prior research on managerial entrenchment and 
financial flexibility can be summarized as follows: (1) 
there is strong negative relationship between dividends 
and management stock options, (2) management stock 
ownership is associated with higher payouts by firms 
with potentially the greatest agency problems (Fenn and 
Liang 2001), and (3) following a period of low leverage, 
firms make larger capital expenditures and increase 
abnormal investment financed through new issues of 
debt (Fenn and Liang 2001). Also, there is evidence that 
(4) financially flexible firms invest more and better than 
firms that are not financially flexible (Marchica and Mura 
2010), (5) self-interested managers are reluctant to 
disburse excess cash, and they will allow cash levels to 
remain high unless the firms are subject to external 
pressure (Jiang and Lie 2016), and (6) the cost of 
payout flexibility is correlated with governance and 
agency concerns (Bonaime et al. 2016, Rashidi 2020). 
However, prior research does not differentiate the 
evidence between small public firms versus medium 
and large firms despite the regulatory and economic 
importance of that distinction especially before and after 
a global economic crisis. 

d) Development of Hypotheses 

i. Hypothesis 1. Managerial Entrenchment and 
Flexibility Prediction for Small Firms 

Agency theory suggests that managers are self-
interested, risk-averse individuals (Jensen and Meckling 
1976) who may invest excess cash balances in projects 
for which success is tied to the managers (Shleifer and 
Vishny 1989). In this view, the entrenched managers 
who can get away with sub-optimal decisions more than 
other managers who are closely scrutinized, may not be 
overly concerned with minimizing the opportunity cost of 
holding excess cash flows, as they prefer more to less 
financial flexibility. Utilizing agency theory, we explain 
that more entrenched managers are likely to prefer to 
hold more excess cash indicating a positive relationship 
between managerial entrenchment and financial 
flexibility. However, as the opportunity cost of having 
excess cash increases due to higher forgone expected 
returns from missed investment opportunities, the 
entrenched managers and shareholders lose out on the 
portion of expected returns that is tied up in excess cash 
flows. As a result, based on positivist agency theory and 
resource-based theory (Blair 1996, Hansen et al. 2004) 
that managers act in the best interest of the principal 
rather than their own best interest (Jensen and Meckling 
1976), we expect entrenched managers to take 
advantage of lucrative investment opportunities rather 
than holding excess cash flows. Thus, entrenched 
managers holdless excess cash predicting a negative 
relationship between entrenchment financial flexibility. 

Impact of Managerial Entrenchment on Financial Flexibility and Leverage of Small Public Firms: Policy 
Implications for Global Economic Crisis
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Prior research suggests that firm size matters in 
the analysis of financial constraints in that small firms 
have less financial flexibility than medium or large firms 
(Farre-Mensa and Ljungqvist (FML) 2016). Given the 
limited resources that constrains self-interested 
behavior, managers of small firms are likely to be less 
entrenched than manager of medium or large firms 
mangers (FML 2016). Given that small firms have limited 
access to external funding and they are financially 
constrained relative to medium or large firms            
(FML 2016), managers in small firms cannot afford to 
hold more excess cash compared to managers in 
medium or large firms. Accordingly, we hypothesize that 
entrenched managers in small firms will hold less 
excess cash compared to entrenched managers in 
medium or large firms (H1). 

ii. Hypothesis 2. Managerial Entrenchment and 
Financial Leverage Prediction for Small Firms 

Prior research find that managerial 
entrenchment is negatively related to leverage, such that 
more entrenched managers borrow less money (Berger 
et al 1997). This is consistent with the agency theory that 
self-interested, risk-averse, and boundedly rational 
entrenched managers prefer less to more debt due to 
the discipline imposed by timely repayment of debt 
(Jensen 1983). Positivist agency theory (Blair 1996), 
however, suggests that entrenched managers may 
utilize more debt if it is cheaper than other sources of 
financing (e.g., equity or retained earnings) to finance 
lucrative transactions (e.g., mergers and acquisitions) 
that add value to their entrenchment objectives. As a 
result, under these conditions, we expect that 
entrenched managers are likely to borrow more debt 
indicating a positive relationship between entrenchment 
and financial leverage.  

 FML (2016) find that small firms are typically 
financially constrained, but they are able to raise funds 
through private debt and equity markets with some 
difficulty. We argue that small firms primarily use debt 
finance because of the difficulty of raising equity capital. 
Accordingly, we posit that entrenched managers in 
small firms borrow more compared to entrenched 
managers in medium or large firms (H2). 

iii. Hypothesis 3. Debt Maturity used by Small Firms 
Prior research find that more entrenched 

managers use long-term rather than short-term debt 
(Datta et al 2005). Debt with maturities of less than 3 
years is short-term, and more than 5years is long-term 
(Datta et al 2005). Market place evidence suggests that 
companies are frequently issuing domestic and foreign 
medium-term notes to finance business activities. 
Medium-term debt (3 to 5 years debt maturity) that is 
commonly used by firms because it is often cheaper 
than long-term debt, especially when the yield curve is 
positively sloping. Also, some investors may prefer to 
make debt investment decisions in the medium rather 
than long-term.  

Self-interested managers in firms are expected 
to borrow less using cheaper long-term(after 5 years) 
rather than more expensive medium term (between 3 
and 5 years), and short-term (less than 3 years) debt 
maturities. Compared to medium and large firms, we 
believe that small firms typically have limited financial 
resources and credit worthiness to qualify for cheap 
long-term maturities in debt markets. Accordingly, small 
firms are likely to utilize more short-term debt maturities 
than medium or large size firms. This suggests a 
positive relationship between firm size and debt maturity 
(H3).  

 
 

Figure 1: The Impact of Managerial Entrenchment on Capital Structure Decisions of Small and Medium Size Firms 

Impact of Managerial Entrenchment on Financial Flexibility and Leverage of Small Public Firms: Policy 
Implications for Global Economic Crisis
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III. Sample, Data and Descriptive 
Statistics 

a) Sample Selection and Definition of Variables 
The final sample consists of 1,864 firms or 

17,338 firm years for the period from 2000 to 2018. 
Managerial entrenchment is operationalized using        
E-index, DME4 and DME6 using entrenchment data 
obtained from ExecuComp, and Institutional Share-
holders Services (ISS/formerly RiskMetrics) or Investors 
Responsibility Resource Center (IRRC). Financial 
flexibility is measured using excess cash, and free cash 
flows to the firm based on data obtained from 
Compustat. Financial leverage is operationalized as 
debt to total assets ratio, and average debt maturity. We 
collected data from different databases and joined them 

into the sample relational database  using GvKey, fiscal 
year, and ticker as primary keys.  

Consistent with prior research, we exclude firm 
year data for financial and utilities firms that are 
regulated entities with solvency requirements leading to 
different capital structure. We also exclude data for dual 
share class firms, and firms’ years with negative net 
sales, negative book or market value of assets, and 
missing SIC code (Giroud and Mueller 2012). Figure 2 is 
reconciliation of sample size including a sample period 
that overlaps the 2008 global financial crisis to test our 
predictions in times of such a crisis.  Lagged values of 
independent variables are used to be consistent with 
empirical specifications in prior research, and appendix 
1 defines the proxies for the variables used in this study.  

 

Figure 2: Reconciliation of Sample Size

 

                                                          
 1

 

Additional data is lost when E-index joint is performed leaving about 10,399 firm-year observations in sample.

 

 
 

 

Firm-year1

Firms

 
 

2000-2018

 

Original Compustat observations

 

213,567

 

25,110

 

Adjustments:

 
  

Financial industry (4010-4030)

 

(26,242)

 

(2,695)

 

Utilities (5510-5550)

 

(6,040)

 

(472)

 

Firms with

 

no GIC industry classification

 

(33,503)

 

(4,972)

 

Negative sales and book value of equity

 

(21,704)

 

(1,082)

 

Missing key data

 

(6,073)

 

(454)

 

Subtotal Compustat

 

120,005

 

15,435

 

Firm year data not on ExecuComp

 

(102,667)

 

(13,571)

 

Final Sample Size

 

17,338

 

1,864
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Figures 3 A: Shows time series of excess cash ratio of small (solid black line), medium (middle broken line), and 
large firms (top broken line) between 2000 and 2018. Small firms have significantly lower excess cash compared to 
medium or large firms over the period. In particular, excess cash ratios for small firms are predominantly negative 
over the sample period. Firms generally show increasing excess cash ratio from 2000 through 2003 (peak) that 
subsequently declined till 2005. Excess cash ratios immediately before the 2008 global economic crisis increased 
and peaked around 2009, but the firms utilized the cash reserves in periods after the 2008 crisis. While medium and 
large firms still maintained declining but positive excess cash from 2009 to 2018, excess cash of small firm declined 
below zero by the middle of 2010 (about 1.5 to 2 years after the crisis). See Figure 4A below for the graphs on debt 
ratio patterns for the small period to evaluate the extent of access to debt capital by small, medium and large firms.  

b) Dependent Variables 
In this paper, financial leverage is a dependent 

variable that is measured by debt ratio of interest-
bearing debt as a percent of firms’ total assets or total 
capital (Ji et al. 2019, Byoun 2011, Denis and McKeon 
2012). The average debt ratio of the sample of all firms 
is about 0.26 (SD = 0.17), which differs significantly for 
small (debt ratio = 0.33, SD = 0.25) versus large (debt 
ratio = 0.39, SD = 0.21, t= -14.10, p=.00) firms. Also, 
the debt ratios for small versus medium (debt ratio 
=0.34, SD=0.23) groups firms are significantly different 
(t = -2.83, p =.01). We find that the debt ratios do not 
differ significantly before, during, and after the 2008 
global economic crisis for the sample firms. The 
average debt maturity is about 4.2 years (SD = 1.1), 
which are significantly different (p<.001) for small 
(M=3.84 years, SD=1.26) versus medium (M=4.18 
years, SD=1.11), and large (M=4.42 years, SD =0.86) 
firm. The average debt maturities differ significantly 
(p<.001) before (M=4.28 years, SD=1.07) and during 
(M=4.16 years, SD=1.07), as well as, after (M=4.20 
years, SD=1.06) the 2008 global economic crisis.  

Financial flexibility is a second dependent 
variable for which the main proxies are excess cash 
(Daniels et al. 2010), and residual cash (Opler et al. 
1999, Faleye 2004). An alternative proxy for financial 
flexibility is free cash flows to the firm (Arslan-Ayaydin et 
al. 2014, Marchica and Mura 2010, Denis and McKeon 
2012). Excess cash is highly correlated with (r = .51, p< 
.001) residual excess cash used in Faleye (2004). The 
excess cash of small versus medium firms are not 
significantly different (p=.54), though that for small 

versus large firms are significantly different (t = 5.95, 
p<.001). Also, the median excess cash for the pre-2008 
crisis period is significantly different from during the 
2008 (t=-2.51, p=<.01), and post 2008 (t=-6.81, 
p<.001). We group firms into quartiles of market 
capitalization (Jones 2022), where small firms are below 
the first (<=25%), medium firms are between the first 
and second (25% and 50%), and large firms are above 
the third quartile (=> 75%). Tables 1 and 2 provide 
descriptive statistics and correlations. 

c) Independent Variables 
Managerial entrenchment is a key independent 

variable for which the E-index (Bebchuk et al 2009) is a 
primary proxy. Alternate proxies for entrenchment are 
the direct measures of entrenchment (DME 4 and DME 
6) developed in this research. E-index is highly 
correlated with (r=.13, p<.001) the DME 4 index.  

d) Descriptive Statistics 
Tables 1 and 2 summarize the descriptive 

statistics of the key variables. About 17,338 firm years 
for 1,864 firms are included in the sample of which 
about 25 percent each are in the small, or medium, and 
50 percent are in large market value firm year groups. 
Approximately seventy percent firm-year data are in the 
post-2008 global financial crisis period, while about 24 
percent and 6 percent respectively firm years are in the 
pre-2008 and during this period. Excess cash, and 
residual excess cash are significantly positively 
correlated (r = .14, p<.001). Figures 3 A and 4 A 
describe the relationship between excess cash, firm size 
and managerial entrenchment over time. Also, Figures 3 

Impact of Managerial Entrenchment on Financial Flexibility and Leverage of Small Public Firms: Policy 
Implications for Global Economic Crisis
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B and 4 B depict the association between debt ratios, 
firm size, and managerial entrenchment over the sample 
period.  

IV. Method 

Ordinary least squares (OLS) panel regression 
is used to analyze data. Consistent with prior research, 
firm year data is grouped into small, medium, and large 
based on market values (Byoun 2011, FML 2016, Giroud 
and Mueller 2011). We evaluate univariate and 
multivariate regressions, and include standard controls 
for growth opportunities (market to book ratio), firm size 
(Log of total assets), asset tangibility (PPE to total 
assets), leverage (debt to equity), and profitability (return 
on assets) to minimize endogeneity (Rajan and Zingales 
1995). Year, and firm, or industry fixed effects are 
included in regression models to minimize heterogeneity 
in the analysis. We also include alternative variables for 
managerial entrenchment (DME 4 and DME 6 as proxies 
for E-index), financial flexibility (free cash flows as 
alternate proxy for excess cash), and financial leverage 
(debt to equity ratio as proxy for debt to total assets 
ratio) in robustness tests. We also test predictions 
before, during, and after the 2008 global financial crisis 
for small, medium, and large sized firms. Consistent with 

prior research, results are robust to endogeneity as we 
use standard controls, firm and year fixed effects, and 
alternative proxies in regression analysis (Roberts and 
Whited 2013, Benlemlih 2019). 

a) Hypotheses Tests 
i. Managerial Entrenchment and Financial Flexibility  

Hypothesis H1 states that entrenched 
managers in small firms will hold less excess cash 
compared to entrenched managers in medium or large 
firms. Correlation analysis in Table 1 panel A shows 
significant positive correlation between E-index and 
excess cash(r = .02, p<.05). Results of t-test in Table 2 
panel A shows that small firms hold less residual cash 
than medium or large firms (p<.01). Table 3 panel B 
shows that E-index has significant positive beta in 
explaining the variance in excess cash (t = 1.96, p<.05) 
of all firm sizes. This is especially the case for medium 
size firms (t = 2.29, p<.01), but not small firms in Table 
3 panel C. The evidence suggests that more entrenched 
managers keep more excess cash, but small firms 
utilize less excess cash than large firms. Results support 
H1 that entrenched managers in small firms will hold 
less excess cash compared to entrenched managers in 
medium or large firms. 

 
Figure 4 A: Above shows the debt ratios of small, medium, and large firms from 2000 to 2018. Compared to figure 3 
above, the debt ratio line for small firms lies on top while that of large firms lies at the bottom. This indicates that the 
small firms generally had higher debt ratios than the large or medium firms. Also, debt ratios for all firm sizes 
declined from 2000 through 2005, which partially explains the decline in excess cash from 2003 to 2005. The debt 
ratios increase through 2009 as firm needed access to cash to mitigate the effects of the 2008 global economic 
crisis. Thereafter, the debt ratios for all firm sizes have increased through 2018, although excess cash declined from 
2009 through 2018.  

 
 
 
 

Impact of Managerial Entrenchment on Financial Flexibility and Leverage of Small Public Firms: Policy 
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Figure 4 B:  Illustrates that debt to total assets ratio of more entrenched managers were lower than that of moderate 
or less entrenched managers over the sample period. It is interesting to note that debt ratios peaked around 2008 
for all levels of managerial entrenchment, but it declined slightly through 2009. Thereafter, the debt ratios rose 
steadily through 2018. It should be noted that less entrenched managers tend to keep low excess cash, but increase 
borrowing to finance operating and investing activities over time. Accordingly, it is critical that small firms’ managers 
who typically have less resources and are less entrenched, have timely access to cash or debt markets.  

Public Policy Implications 
Public policy should prioritize small firms’ access to cash to pre-crisis levels within 2 years or less after a global 
economic crisis, given that small firms that are the backbone of the economy. Also, public policy should provide 
access to cash to medium and large firms in less than 3 years after the global economic crisis to minimize a liquidity 
crisis. It appears from figure 3A that firms increased borrowing after the 2008 crisis, although access to credit or 
debt markets dried up for small firms that needed cash the most immediately after the 2008 crisis. As a result, the 
Cares Act (2020) provides timely access to cash of about $1.8 trillion in economic stimulus package for individuals, 
and small firms through the paycheck protection program (PPP), and economic injury disaster loans (EIDL) in 2020 
and 2021 during the COVID-19 pan 

Figure 5:

 

Excess Cash and E-Index
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ii. Managerial Entrenchment, Financial Flexibility and 
Financial Leverage  

Hypothesis H2 predicts that entrenched 
managers in small firms borrow more compared to 
entrenched managers in medium or large firms. 
Univariate results indicate significant positive correlation 
between firm size and debt ratio (r = .30, p<.01). T-test 
in Table 2 shows small firms experience significantly 
less debt-to-equity ratio than medium (t= -2.83,             
p = .01) or large firms (t = -14.06, p = <.01). 
Multivariate tests in Table 4 panel B shows that E-index 
has a significant positive beta in explaining debt ratio    
(t = 1.89, p<.05), especially for small, but not medium 
or large firms (footnote 2 to Table 4). Market to book 
shows a significant positive beta in explaining debt ratio 
(t = 4.47, p<.001) indicating firms with small market to 
book ratios borrow more than firms with large market to 
book ratios. Therefore, univariate and multivariate tests 
suggest entrenched managers in small firms borrow 
more compared to entrenched managers in medium or 
large firms, lending support to H2.  

iii. Firms Size and Debt Maturity  
HypothesisH3 predicts that small firms utilize 

more short-term debt maturities than medium or large 
size firms. This suggests a positive relationship between 
firm size and debt maturity as shown in the correlation 
matrix (r = .27, p<.05). Table 2 panel A shows the 
average debt maturities of small firms is significantly 
lower than medium (t = -13.43, p<.001) and large (t = -
27.08, p<.001) firms. Multivariate test in Table 5 panel B 
shows that debt maturities significantly positively explain 
the variance in debt ratio (t = .10, p<.001). Also, firm 
size significantly and positively explain the variance in 
debt ratio (t = 20.68, p<.001). This suggests that large 
firms utilize more long-term debt than small firms, 
lending support to H3.  

b) Robustness Tests 
We control for omitted variables to minimize 

endogeneity (Black 2010) in the panel regression tests 
by including standard control variables (Rajan and 
Zingales 1995), firm and year fixed effects in our design 
(Roberts and Whited 2013). We include corporate 
governance and compensation variables of CEO pay 
slice, CEO tenure, CEO share ownership, and CEO dual 
role as chair in a robust model to test our predictions. 
We also utilize alternative proxies for the key variables 
(Ampofo 2021). 

In robustness tests, we find that entrenched 
managers in all firms keep significantly more excess 
cash (t = 2.97, p=.003) than managers who are not 
entrenched. Results do not change if we utilize residual 
excess cash (t = 2.75, p = .006, untabulated) instead of 
median excess cash as dependent variable. Market to 
book ratio shows significant positive relationship with 
excess cash suggesting that firms with small market to 
book have low excess cash relative to firms with large 

market to book ratios. Also, entrenched managers in all 
firms tend to borrow significantly less (t = -2.11, p<.05) 
compared to managers who are not entrenched, 
consistent with prior research (Berger et al. 1997). Debt 
maturity is also positively related to debt ratio (t = 23.8, 
p<.001), which together with the market to book ratio 
noted above suggest that small firms utilize more short-
term debt. Robustness tests support the hypotheses.  

However, results are not always consistent from 
using  E-index, and DME 4 as proxies for managerial 
entrenchment in regressions with excess cash or 
financial leverage as dependent variables. This is 
because while E-index was developed in the 1990s by 
Bebchuk et al. (1999) for antitrust provisions that were 
frequently used during that period, the corporate 
American scandals in 2000s and related Sarbanes-
Oxley Act (2002) reforms led to firms using different 
antitrust provisions (Bebchuk et al. 2011) that are 
reflected in the DME 4 and DME 6. 

Finally, prior research indicates that unlike the 
E-index that reflects entrenchment of the entire senior 
leadership team, a CEO’s pay slice is a proxy for 
individual CEO’s managerial ability or efficiency of 
compensation contract (Bugeja et al. 2017). Therefore, 
an individual CEO may borrow more (not less) money 
compared to results from entrenchment indexes that 
entrenched managers generally borrow less money than 
managers who are not entrenched (Berger et al. 1997).  

c) Economic Significance using Analysis of Actual 
Loans and Spread Data 

We obtain data on actual loans, debt maturity, 
and spreads on 44,399 firm years for 9,606 firms from 
Deal scan from 1989-2011. Given the sample period of 
2000 to 2018, and excluding 15,270 firm year missing 
data, we analyze the available 2,953 firm year data from 
2000 to 2011. The average loan amount between 2000 
and 2011 is about $467.6 million with a spread of 214 
basis points over the London Interbank Offered Rate 
(LIBOR). Spreads range from a mean of 127.35 bps (SD 
19.66) in the year 2000 to 188.16 bps (SD 7.30) in the 
year 2011.  

ANOVA shows that the normalized spread is 
increasing for short to medium term debt, but declining 
for long-term debt. Also, we find that debt maturity is 
significantly negatively related to loan spreads (beta = -
15.97, SE = 2.14, t (10) = -7.46, p<.001) in robustness 
test. This suggests the firms in the sample period 
receive cheaper spreads for using long-term rather than 
short-term debt maturities. The impact of excess cash 
on loan spreads is also significant (t = 2.61, p= .009), 
which suggests that large firms that hold high excess 
cash often utilize cheaper long-term debt than small or 
medium firms that keep low excess cash.  

Overall, the results of this research show that 
entrenched managers in large firms are able to keep 
more liquidity than small firms. With more resources and 

Impact of Managerial Entrenchment on Financial Flexibility and Leverage of Small Public Firms: Policy 
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credit worthiness, large firms are able to borrow cheaply 
using long-term rather than equity to save on borrowing 
costs, which further increases excess cash for the firms. 
On the other hand, small firms with limited resources 
have less liquidity that allows them to borrow short to 
medium term debt with high borrowing costs. 
Accordingly, our results suggest that the inability of 
small firms to show more financial resources and 
creditworthiness to banks and other lenders raise 
borrowing costs for using expensive short to medium-
termdebt facilities. As a result, compared to large and 
medium sized firms, small firms have to make higher 
periodic payments on borrowed money, which must be 
repaid rather than rolled over into a new long-term loan 
at debt maturity. Taken together, the limited resources, 
lack of liquidity, and limited creditworthiness of small 
firms significantly reduce their ability to absorb shocks in 
the financial system including recessions, pandemic, 
and global financial crisis.  

d) Global Financial Crisis 
The global financial crisis of 2008 led to 

bankruptcy filings and business failures of many small, 
medium, and large firms causing havoc and shocks in 
the economic system. Typically, firms ability to obtain 
funding quickly dries up and loan rates spike to high 
levels. As a result, most businesses during such difficult 
times are not able to obtain new funding or make timely 
payments on existing obligations. This could lead to 
massive unemployment and a sharp decline in 
aggregate demand and gross domestic product. In 
particular, small businesses, which are the backbone of 
the economy, suffer economic consequences that could 
force them to close down.  

Our panel data from 2000 to 2018 allows us to 
analyze our results during the 2008 global financial crisis 
in Table 2 panel B. We find that debt ratio was 
significantly lower before than during (t = -4.63, p<.001) 
and after (t = -11.12, p<.001) the 2008 global crisis. 
Also, debt maturities was significantly higher before than 
during (t = 3.30, p<.001) and after (t = 4.13, p<.001) 
the 2008 crisis. Also, firms had generally lower residual 
excess cash before than during (t = -2.51, p<.001) and 
after (t = -6.81, p< .001). Also, while managers were 
significantly more entrenched before than during 2008  
(t = 3.28, p<.001), managerial entrenchment was 
significantly higher after (t = -7.88, p<.001) than before 
the global financial crisis. This suggests that cash 
infusion and firms access to short-term financing during 
the global financial crisis increased firms cash balances 
as more entrenched managers effectively deployed anti-
takeover policies to protect firms.  

V. Summary of Results 

The overall results of this research show that 
entrenched managers in small firms hold significantly 
less excess cash than entrenched managers in medium 

or large firms that keep more excess cash. Small firms 
have more financial leverage than medium and large 
firms. Also, small firms borrow more money at more 
expensive short-term maturities compared to medium 
and large firms that borrow less money at cheaper long-
term maturities. Moreover, compared to pre-2008 crisis 
levels, most firms borrowed more money and held more 
excess cash during and after the global economic crisis, 
though small firms had limited access to cheap long-
term funding compared to medium and large firms. 
Consistent with agency theory, managers adopted more 
antitakeover practices to protect stakeholders’ interests 
in the aftermath of the 2008 global crisis and managers 
became more entrenched in their positions of authority.  

The results also suggest that entrenched 
managers in medium and large firms leverage their 
influence and networks to secure access to long-term 
debt markets at cheaper interest rates than less 
entrenched managers in small firms. Moreover, 
entrenched managers in medium and large firms tend to 
retain more excess cash in order to obtain more 
favorable loan spreads and mitigate the risk of liquidity 
crisis. In contrast to small firms, large and medium firms 
opt for borrowing less long-term debt (Berger et al. 
1997) to reduce borrowing costs, while strategically 
building up debt capacity for future business needs. The 
2008 global financial crisis resulted in a significant surge 
in borrowing compared to the pre-crisis period, 
particularly when credit availability declined and firms’ 
credit risk escalated. Unfortunately, small firms 
encountered challenges in securing inexpensive funding 
during this period.   

Furthermore, the results of this research 
indicate that entrenched managers in medium and large 
firms enjoy easier access to affordable long-term 
funding, whereas managers in financially constrained 
small firms primarily rely on costly short-term financing 
options. As a result, public policy should prioritize 
facilitating timely access to cash for small firms, aiming 
to restore pre-crisis levels of excess cash during a 
global financial crisis, within a timeframe of 
approximately 1.5 to 2 years.     

VI. Conclusions 

This paper examines the impact of managerial 
entrenchment on excess cash, and financial leverage of 
small firms from 2008 to 2018. The evidence indicates a 
contrast between entrenched managers in large or 
medium sized firms, who tend to maintain higher levels 
of excess cash (Falaye 2004), and entrenched 
managers in small firms, who hold comparatively lower 
amounts of excess cash. Additionally, unlike entrenched 
managers in medium and large firms who borrow less 
money at cheaper long-term maturities (Berger et al. 
1997), entrenched managers in small firms borrow more 
money through costly short-term maturities. In 
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comparison to pre-2008 crisis levels, the majority of 
firms experienced an increase in borrowing and held 
higher levels of excess cash during and after the global 
financial crisis.  However, small firms had limited access 
to cheap long-term funding compared to medium and 
large counterparts. Despite the overall increase in 
borrowing during the 2008 crisis, especially in times of 
liquidity shortage and elevated credit risk for firms, small 
firms encountered difficulties in accessing the financial 
markets for borrowing purposes. 

This paper makes several contributions to 
existing research.  First, it presents novel findings that 
highlight the borrowing behavior of entrenched 
managers in small firms. Unlike their counterparts in 
medium or large firms, entrenched managers tend to 
acquire higher levels of short-term debt maturities.  In 
contrast, entrenched managers in larger firms exhibit a 
preference for cheaper long-term debt maturities 
(Berger et al. 1997). We also provide new evidence that 
entrenched managers in small firms hold significantly 
less excess cash than entrenched managers in large or 
medium sized firms that keep more excess cash (Falaye 
2004). To supplement E-index measure of managerial 
entrenchment, we develop two direct measures of 
entrenchment based on four (DME 4), and six (DME 6) 
anti-takeover provisions frequently used by firms after 
the Sarbanes-Oxley Act (2002). 

This paper has important economic and policy 
implications, consistent with De Vito and Gomez (2020).  
It suggests that the COVID-19 health crisis may result in 
a significant liquidity crunch for most firms, potentially 
occurring within 6 months to 2 years. During the 2008 
global financial crisis, firms typically increased 
borrowings to mitigate liquidity crisis.  However, access 
to credit in the debt markets significantly diminished, 
particularly for small firms. In the aftermath of the 2008 
financial crisis, Federal Reserve policies facilitated direct 
borrowing at a more favorable funds rate from the Feds 
for medium to large firms (Ampofo 2021). Conversely, 
individuals and small firms generally faced challenges in 
accessing debt capital when it was most needed during 
the 2008 global financial crisis. 

Against this background, the economic stimulus 
policy implemented by the U.S. government in 2020 and 
2021 aimed at ensuring easy access to cash for not only 
medium and large firms but also for individuals and 
small firms, is a positive and forward-thinking measure.
Under the CARES Act (2020), the U.S. Congress 
approved about $2 trillion in COVID-19 relief that 
included $1.8 trillion direct aid to individuals and 
businesses to stimulate the U.S. economy. Also, 
regulatory policies that provide more time for individuals 
and small firms to pay cash for existing debt, or 
purchased goods and services should ease the cash 
crunch. Based on this study and existing evidence, it 
becomes apparent that the effectiveness of an 
economic stimulus package depends on the amount, 

timing, and the specific entities targeted. The findings 
suggest that in times of global financial crisis, public 
policy should prioritize supporting small firms timely 
access to cash over medium and large firms,   

The limitations of this study provide 
opportunities for further research. This paper focused on 
small public firms that have publicly available financial 
data for analysis. Future research can investigate small 
private firms as well as firms that operate as Employee 
Stock Ownership Plan (ESOP) companies. Also, further 
research can study the trade-offs of keeping high 
excess cash versus investing excess funds during 
periods of global financial crisis depending on if the 
company is new and cash starved or cash cow 
companies that are more mature and are not cash 
starved. The impact of instrumental variables, such as 
significant tax cuts for businesses, payment protection 
programs, economic injury and disaster loans on firms’ 
outcomes may be other fruitful research topics to 
investigate in the future. Finally, it may be interesting to 
examine other variables during the global financial crisis 
and recommend additional policies for individuals, firms 
and governments. 

Data Availability: Data is available from public sources 
cited in this paper.  
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Independent variable (more/less) ME. 
Managerial entrenchment means managers gain 
so much power that they are able to use the firm 
to further their own interests rather than the 

 
+ 

Entrenchment (E) - index 
Main proxy: 
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Expected

 Beta 
 Sign

Measurement/Data Sources



Variable Definition of Variable 
Expected 

Beta 
Sign 

Measurement /Data Sources 

[ME] interests of shareholders (Weisbach 1988). The 
measures of ME are as follows: 

 
E-index is a measure of entrenchment based on 
six anti-takeover provisions namely staggered 
boards, limits to shareholders bylaw 
amendments, poison pills, golden parachutes, 
and supermajority requirements for merger and 
charter amendments (Bebchuk et al. 2009) 

 
 
 
+ 

Alternate proxies 
 
 

Direct Measures of Entrenchment 
(DME) 

 
Data Sources: 

ExecuComp, ISS (formerly 
RiskMetrics or IRRC). 

Financial 
flexibility 

 
[FINFLEX] 

Excess cash is the median SIC industry cash and 
cash equivalents/total assets ratio in year t less 
firm cash and cash equivalents/total assets ratio 
in year t. 

 
Residual excess cash is the error term of OLS 
regression of Opler et al. (1999) model per Faleye 
(2004). 

 
Free cash flow to the firm is operating cash flow 
plus after-tax interest expense, plus net debt 
proceeds less long-term investment. 

 
+ 
 
 
 
 
+ 
+ 

Main proxy 
Excess cash 

 
 
 

Alternative proxies 
Residual excess cash 

Free cash flow to the firm 
 
 

Data sources: Compustat 

Capital 
structure 

[LEV] 

The term leverage (LEV) refers to the level of debt 
in the capital structure. 

 
It is measured as the proportion of interest-
bearing debt divided by total assets of the firm. 

 n.a.
 

 
 n.a.

 

Main proxy 
LEV = Interest-bearing debt/Total 

assets 
Alternative proxy 

DE = Debt /Equity 
 

Data source: Compustat 

Debt 
maturity 
structure 

[DM] 

Debt maturity structure refers to the average 
terms (in years) of interest-bearing debt of the 
firm. 

 
Short-term debt has a term of 3 years or less, 
while long-term debt matures in more than 3 
years.  Barclay and Smith (1995), Datta, Iskandar-
Datta and Raman (2005), and Johnson (2003) 
define long-term debt as the proportion of debt 
with maturities exceeding three years. 

 
Weoperationalize debt maturities as follows: 
short-term debt (3 years or less), medium term 
debt (3 to 5 years), long-term debt (greater than 5 
years). 

 
Weighted average debt maturity is the proportion 
of short, medium or long-term debt as a measure 
of debt maturity (Titman and Wessels 1988). 

 
n.a.

 
 
 

n.a.

 

Main proxy 
Average debt maturity 

 
Alternative proxy 

Short versus long-term debt. 
Short versus medium versus long-

term debt. 
 
 
 
 
 
 
 
 

Data sources: Compustat 

FIXED 
EFFECTS 

[FE] 

Year fixed effects (YFE) are dummy variables to 
control for heterogeneity in year trends over the 
sample period. 

 
Firm fixed effects (FFE) are dummy variables to 
control for heterogeneity in firm’s characteristics. 

n.a.
 

 
 

n.a.

 
 
 

YFE, FFE, or IFE are individually 
and collectively included in the 
regression models to control for 

heterogeneity in these fixed effects. 
I do not include both FFE and IYE in 

the same regression since firms 
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Variable Definition of Variable 
Expected 

Beta 
Sign 

Measurement /Data Sources 

 
Industry fixed effects (IFE) are dummy variables 
to control for heterogeneity in industry 
characteristics 

n.a.

 rarely change industries and two 
are generally capture similar fixed 

effects. 
Data sources: Compustat 

CONTROLS 
[CNTRLS] 

Factors that are for the known to significantly 
affect capital structure and debt maturity 
including: 

 
Firm size, Market to book, Profitability, Asset 
tangibility, or Leverage (Rajan and Zingales 
1995). 
The control variable minimize endogeneity in the 
regression models. 

+ 
+ 
+ 
+ 
+ 

Firm size = Log of Total assets 
Market to book = Market value of 

firm/Book value of equity 
Profitability = Return on assets 

(ROA) = Net income/Total Assets 
Asset tangibility = Property, plant 

and equipment/Total assets 
Data sources: Compustat 

Table 1: Panel A: Correlation Matrix 

This table shows the descriptive statistics and two-tail correlations of the key variables that are significant at .01**, 
and .05* 

 
 
 Descriptive Statistics 

 

Description N Mean Std. Deviation Minimum Maximum 
Debt to Total Capital 17338 0.36 0.23 0.00 1.00 
Debt to Total Assets 17338 0.26 0.17 0.00 0.87 

Tobin's Q 17338 1.32 1.16 0.00 20.09 
CEO Pay Slice 17338 0.40 0.12 0.00 1.00 

E-index 10399 3.99 0.98 0.00 6.00 
DME4 Index 10399 1.22 0.58 0.00 4.00 
DME6 Index 10399 2.97 0.82 0.00 6.00 
CEO Tenure 17338 0.07 1.26 0.00 56.04 

CEO Shares Ownership 17338 0.74 3.28 0.00 68.76 
Median Excess Cash 17338 0.01 0.10 -0.36 0.74 

Residual Excess Cash 10882 0.00 0.52 -4.04 1.80 
CEO Duality 17338 2.52 0.86 0.00 3.00 

Market to Book 17338 4.73 48.43 0.03 5603.07 
Asset Tangibility 17338 0.09 0.33 -7.61 0.94 

# Description 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17
1 Debt to Total Capital 1
2 Debt to Total Assets .933** 1
3 Tobin's Q -.280** -.270** 1
4 CEO Pay Slice .059** .052** -.018* 1
5 E-Index -0.011 -0.015 0.002 .100** 1
6 DME4 Index .068** 0.014 -.037** 0.001 .131** 1
7 DME6 Index .105** .063** -0.012 .024* .413** .793** 1
8 CEO Tenure 0.015 .019* -0.012 -0.003 -0.006 .021* 0.006 1
9 CEO Share Ownership>20% -.044** -.027** 0.006 -.039** -.067** -.063** -.078** .045** 1

10 Median Excess Cash (Mxcash) -.135** -.146** .116** 0.003 .020* -0.002 -.026** -0.001 0.011 1
11 Residual Excess Cash (RxCash) .025* 0 .121** 0.006 0.02 .038** .035** 0.009 -0.003 .509** 1
12 CEO Duality .025** .016* -0.002 -.052** 0.005 0.009 0.011 -.093** -.229** -0.011 0.011 1
13 Market to Book .098** .066** .070** -0.005 0.001 0 0.009 -0.002 -0.002 0.002 0 -0.003 1
14 Asset Tangibility -.017* -.036** .041** .015* -0.011 -0.005 -0.013 -.027** .026** -0.01 -0.002 -0.002 0.008 1
15 Return on Assets -.077** -.072** .190** .030** -.026** 0.013 .035** 0 -0.009 .027** .028** -0.007 0.013 .083** 1
16 Debt to Equity .096** .088** -.017* -0.004 0.001 0.000 0.004 -0.001 -0.002 -0.013 -0.009 0.001 .696** 0.011 -0.009 1
17 SIZE(LogTotalAssets) .303** .246** -.148** .041** -.098** .216** .243** .022** -.100** -.154** 0.000 .023** -0.005 -.083** .156** 0.007 1
18 Average Debt Maturity .236** .225** -.093** .034** 0.018 .050** .093** -0.008 -.056** -.058** -.030** 0.013 .021** -.028** .022** .021** .274**

 

Impact of Managerial Entrenchment on Financial Flexibility and Leverage of Small Public Firms: Policy 
Implications for Global Economic Crisis

This Table Shows Descriptive Statistics Including the Number of Observations, Mean, Standard Deviation, Minimum 
and Maximum.
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Panel B: 



Return on Assets 17338 0.03 0.10 -2.56 3.60 
Debt to Equity 17338 1.96 40.80 0.00 3569.37 

SIZE(Log Total Assets) 17338 3.39 0.69 0.56 5.90 
Average Debt Maturity 17338 4.21 1.06 -0.63 5.50 

Table 2:  Descriptive Statistics by Firm Size and Crisis Period 

Panel A shows descriptive statistics of small, medium, and large firms using market value groups and test of 
differences in means. 

 

Panel B Shows Descriptive Statistics for 2000 to 2007 (pre-crisis), 2008, and Post-2008 Crisis Periods and Difference 
in Means Test.

 

 

  

 
  

 
 

 
 

 
     

   
 

 

 
 

 
 

 

 
 

 
 

 
 

 

 
 

  
 

 
 

 

  
 

 
 

 
 

         

      
 

 
 

 
 

   
 

 
 

 
 

     
 

        

             

 
   
 

N Mean SD T-statistic
(Unequal Variance Assumed)

Description Small Medium Large Small Medium Large Small Medium Large Small vs. p-value Small vs. p-value
Medium Large

Debt to equity ratio 4,334 4,335 8,669 2.99 1.78 1.53 72.58 34.99 9.11 0.99 0.32 1.32 0.19
Debt to  total capital 4,334 4,335 8,669 0.33 0.34 0.39 0.25 0.23 0.21 -2.83 0.01 -14.06 0.00
Average debt maturity 4,334 4,335 8,669 3.84 4.18 4.42 1.26 1.11 0.86 -13.43 0.00 -27.08 0.00
Debt maturity category 2 4,334 4,335 8,669 1.70 1.82 4.42 0.46 0.39 0.86 -12.97 0.00 -29.12 0.00
Debt maturity category 3 4,334 4,335 8,669 1.93 2.10 2.18 0.72 1.11 0.86 -11.25 0.00 -20.61 0.00
CEO Pay Slice 4,334 4,335 8,669 0.39 0.40 0.41 0.12 0.12 0.11 -4.99 0.00 -8.98 0.00
E-index 1,716 2,607 6,076 3.95 4.07 3.96 1.07 1.00 0.93 -3.77 0.00 -0.65 0.52
DME4 Index 1,716 2,607 6,076 1.11 1.15 1.29 0.47 0.53 0.62 -2.36 0.02 -12.56 0.00
DME6 Index 1,716 2,607 6,076 2.71 2.86 3.08 0.82 0.80 0.80 -6.01 0.00 -16.75 0.00
Residual excess cash 2,792 2,706 5,384 -0.04 0.00 0.02 0.61 0.53 0.45 -2.56 0.01 -4.94 0.00
Median excess cash 4,334 4,335 8,669 0.02 0.02 0.01 0.11 0.10 0.09 -0.61 0.54 5.95 0.00
Retained earnings/total assets 4,334 4,335 8,669 -0.25 0.14 0.22 1.80 1.04 1.23 -12.56 0.00 -15.56 0.00

N Mean SD T-statistic
(Unequal Variance Assumed)

Description Pre-crisis Crisis Post crisis Pre-crisis Crisis Post crisis Pre-crisis Crisis Post crisis Pre vs. p-value Pre vs. p-value
Crisis Post

Debt to equity ratio 4,101 1,076 12,161 1.80 1.71 2.03 48.65 12.61 39.51 0.11 0.92 -0.28 0.78
Debt to  total capital 4,101 1,076 12,161 0.33 0.37 0.37 0.21 0.23 0.23 -4.63 0.00 -11.12 0.00
Average debt maturity 4,101 1,076 12,161 4.28 4.16 4.20 1.07 1.07 1.06 3.30 0.00 4.13 0.00
Debt maturity category 2 4,101 1,076 12,161 1.84 1.83 4.20 0.36 0.37 1.06 0.82 0.41 0.73 0.47
Debt maturity category 3 4,101 1,076 12,161 2.15 2.08 2.08 0.66 1.07 1.06 2.97 0.00 5.68 0.00
CEO Pay Slice 4,101 1,076 12,161 0.39 0.39 0.41 0.12 0.12 0.12 -0.46 0.64 -8.10 0.00
E-index 617 680 9,102 3.64 3.40 4.05 1.29 1.26 0.90 3.28 0.00 -7.88 0.00
DME4 Index 617 680 9,102 1.24 1.25 1.22 0.61 0.61 0.58 -0.38 0.70 0.83 0.41
DME6 Index 617 680 9,102 2.54 2.54 3.03 1.00 1.02 0.77 0.08 0.94 -11.84 0.00
Residual excess cash 2,741 696 7,445 -0.05 -0.02 0.02 0.50 0.57 0.52 -1.37 0.17 -6.65 0.00
Median excess cash 4,101 1,076 12,161 0.00 0.01 0.01 0.09 0.10 0.10 -2.51 0.01 -6.81 0.00
Retained earnings/total assets 4,101 1,076 12,161 0.14 0.09 0.06 0.99 1.09 1.50 1.53 0.13 3.88 0.00

Impact of Managerial Entrenchment on Financial Flexibility and Leverage of Small Public Firms: Policy 
Implications for Global Economic Crisis
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 By Prof. Ghazi Abdullmajeed Alrgaibat  
Al – Bayt University   

 Abstract-  The study aimed to demonstrate the effect of size for bad debts on the rate of return 
on assets for the Jordanian banking sector: a case study (2010-2022), the sample of the study is 
the Jordanian banking sector, this study relied on the descriptive and analytical approach. The 
study concluded that there is no effect of size for bad debts on the rate of return on the results. 
The study recommended the necessity of providing the necessary competencies and expertise 
to adopt new standards and decisions and move towards possessing the technical capabilities 
that enable the supervisory authorities to measure risks through the methods stipulated in the 
international Basel standards, in addition to Providing data and information that facilitate 
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Abstract-

 

The study aimed to demonstrate the effect of size for 
bad debts on the rate of return on assets for the Jordanian 
banking sector: a case study (2010-2022), the sample of the 
study is the Jordanian banking sector, this study relied on the 
descriptive and analytical approach. The study concluded that 
there is no effect of size for bad debts on the rate of return on 
the results. The study recommended the necessity of 
providing the necessary competencies and expertise to adopt 
new standards and decisions and move towards possessing 
the technical capabilities that enable the supervisory 
authorities to measure risks through the methods stipulated in 
the international Basel standards, in addition to Providing data 
and information that facilitate accurate evaluation of what 
banks are doing.

 

Keywords: size of bad debt, return on assets. 

I.

 

The

 

General

 

Frame

 
he banking system is one of the most important 
pillars of the

 

financial and economic system for 
each country through its ability to mobilize all 

savings and then redirect them to many areas of 
investment, However, despite its contribution to 
financing economic development at the level of all 
countries of the world, many challenges have emerged 
that have reduced the size of the gains and 
opportunities available, and the most important of these 
challenges was the failure of loans provided and the 
losses resulting from them for some small and medium 
projects, so banks resorted to reducing facilities Banks 
and loans granted to some sectors and require them to 
provide large guarantees, Especially in the absence of 
financial data for these companies, and sufficient and 
accurate credit information about the credit history of

 

these companies. When talking about non-performing 
loans, we must talk about the biggest non-performing 
loan crisis, which was in 2008, the global financial crisis, 
the mortgage crisis in the United States of America, 
which led to a rise in debt burdens as a result of 
excessive indebtedness.

 

In the opinion of many economists, one of the 
reasons for the exacerbation of the global financial crisis 
was the excessive granting of credit facilities by many 
financial institutions that are associated with a large 
amount of risks, which led to the inability of clients to 
pay their financial obligations and thus exacerbated the 
crisis.

 

In this research, we cannot talk about the biggest 

challenges facing banks, which is the volume of non-
performing debt and its impact on the rate of return on 
assets in the Jordanian banking sector, To show the 
relationship and the impact, the data from 2010-2020 
from the Financial Stability Report of the Central Bank of 
Jordan will be analyzed 

II. Research Problem 

The research problem is to show the impact of 
the volume of non-performing debts on the rate of return 
on assets for the Jordanian banking sector during the 
period "2010-2020", by answering the following 
questions: 

1. What is meant by non-performing debt in the 
banking sector? 

2. What is meant by the return on assets ratio in the 
Jordanian banking sector? 

3. What is the impact of the volume of non-performing 
debts on the return on assets ratio in the period 
2010-2022 in the Jordanian banking sector? 

III. Research Aims 

1. Know what is meant by the term non-performing 
debts in the banking sector. 

2. A statement of the concept of the rate of return on 
assets in the banking sector. 

3. Studying the impact of the volume of non-
performing debts on the rate of return on assets by 
analyzing the data related to the study for the period 
2010-2020. 

IV. Research Importance 

The importance of the research stems from the 
fact that it seeks to analyze the relationship between the 
volume of non-performing debt and the rate of return on 
assets in the Jordanian banking sector, where the 
volume of non-performing debt is of great importance to 
the banking sector; It reflects an impression in the minds 
of investors about the financial performance of the 
single bank in particular and the banking sector in 
general, The bank administrations in the Jordanian 
banking sector benefit from this study, as well as 
provide researchers interested in the subject of the 
study with an analysis that measures the impact of the 
size of these debts on the rate of return on assets, and 
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existing and new investors in the Jordanian banking 
sector also benefit from it. 

a) Study Hypotheses 

The First Hypothesis: There is no statistically significant 
effect of the volume of non-performing debts on the rate 

of return on assets in the Jordanian banking sector for 
the period 2010-2022. 

b) Study Variables 

1. The Independent Variable: Amount of non-
performing debts 

2. Dependent Variable: Ratio of return on assets 
 
 
 
 
 
 
 
 
 

Figure No. (1): Study Model
 

Source: Prepared by the Researcher

 
c) Procedural Definitions: Non-Performing Loans 

Loans that no longer bring the bank interest 
income, or loans that the bank is forced to reschedule 
after studying the client’s financial position and the 
guarantees he provided to obtain the loan, As it carries 
a high degree of risk and the bank cannot collect it 
within a reasonable period, and banking legislation 
considers the loan non-working if more than 90 days 
have passed since the maturity of any of its installments. 
A person has a period to pay his installments for a 
period not exceeding (90) days from the due date 
(Abdullah, 2018). 

Return on Assets: It is one of the options that are used to 
measure the ability of management to achieve a return 
on all the funds available to the company from various 
sources. The effects of operating activities (operations), 
investment and the effects of financing activities on 
profitability (Al-Aroud, 2018), measured through the 
following equation = net profit/total assets. 

d) Previous Studies  
By searching in scientific sources and 

databases and within the limits of the researcher's 
knowledge, he reached the following studies related to 
the subject of the study: 

Abdullah’s Study “2018” Entitled: “The Impact of Non-
Performing Loans on the Financial Performance of 
Commercial Banks”. This study aimed at measuring the 
impact of non-performing loans on the financial 
performance of Jordanian commercial banks. ) Bank, 
Islamic banks, which number (3), were excluded 
because they were not included in the study sample, as 
the number of banks included in the sample was (13) 
commercial banks, and many statistical methods were 
used, such as arithmetic averages, standard deviations, 
and regression analysis. 

The results of the study showed that there is no 
significant effect of the size of the bank on the return on 
assets, and there is a statistically significant effect of 
non-performing loans on the return on equity in 
Jordanian commercial banks. Qassem's study "2019" 
entitled: "Non-performing loans and their impact on the 
banking sector in the Arab countries". This study aimed 
to assess the impact of non-performing loans on the 
banking sector in the Arab countries by estimating a 
linear function using the least squares method to 
measure the impact of non-performing loans on some 
indicators of the banking sector in a number of Arab 
countries for which sufficient data are available, 
including Jordan, This study concluded with a set of 
results, most notably: Emphasis on the negative effects 
of non-performing loans on growth rates, and the high 
rate of non-performing loans in the industrial 
transformational sectors, the commercial sector and the 
small and medium enterprises sector. Awainat study 
"2017" entitled: "The impact of non-performing loans on 
the financial performance of commercial banks: a case 
study of banks". This study aimed to know the impact of 
non-performing loans on the financial performance of 
commercial banks in Algeria, as non-performing loans 
became the focus of all commercial banks due to their 
impact on their financial performance and their various 
activities, Its impact also includes various elements of 
financial performance represented in liquidity, 
profitability and capital adequacy indicators. The study 
was conducted on Al Baraka Bank (BARAKA), External 
Bank of Algeria (BEA) and Gulf Bank Algeria (AGB) 
during the period 2010-2015, where the regression 
analysis method was used. Simple to detect the impact 
of non-performing loans on financial performance, using 
statistical software Eviews9, The results of the study 
showed that non-performing loans affect the liquidity of 
the banks that represented the sample of the study, so 

 المتغير التابع
 نسبة العائد على الموجودات

 

Amount of non-performing 
debt 

 

The rate of return on assets
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that the larger the volume of non-performing loans, the 
more it affected the banks’ liquidity. Bank profitability by 
9%. 

A Study (Osman, 2009) Entitled: "Asset/Liability 
Management in Conventional and Islamic Banks". This 
study aimed to study the correlation between the 
management of assets as a group and the management 
of liabilities as another group in conventional banks and 
Islamic banks, and also aimed to find out whether 
conventional banks and Islamic banks diversify the 
investment of their surplus liquidity when managing 
assets according to short-term and long-term financing 
operations in order to Increase profitability and mitigate 
risk, The study population is represented by the number 
of Islamic banks in Jordan, and their number is two 
compared to two of the conventional banks, The sample 
of conventional banks was taken to be equal with 
Islamic banks according to the equity criterion, 
According to the classification of the Association of 
Banks in Jordan, and the study concluded with a 
general conclusion that there is great importance for 
managing the assets/liabilities of both conventional and 
Islamic banks. A study (Saidat, 2016) entitled "Managing 
Non-performing Loans in Algerian Banks: A Case Study 
of the Algerian Public Credit Bank, CPA, Agency of 
Ouargla". The study aimed at the phenomenon of non-
performing loans and the reasons for their increase, with 
methods of prevention and methods of treatment, and 
on this basis, the Popular Loan Agency of Ouargla was 
chosen as a sample for the study in order to reach the 
most important steps used to manage non-performing 
loans, And ways to limit its increase using the 
descriptive approach for the theoretical side and the 
case study method for the practical side. The study 
concluded that the absence of field and continuous 
follow-up of the client’s activity and the results of his 
work and its development after the loan was granted led 
to the emergence of a troubled bank loan. A study (Al-
Harahsheh, 2016) entitled: The impact of the financing 
structure in the Jordanian insurance companies on the 
return on assets for the period (1990-2014).The study 
aimed to measure the impact of the financing structure 
in Jordanian insurance companies on the return on 
assets during the period (1990-2014) and the number of 
these companies (25), and in order to estimate the 
impact of the financing structure in Jordanian insurance 
companies on the return on assets, The study used a 
method using the random effect model, to test the study 
hypotheses, The results of the study showed an impact 
of the financing structure (equity and borrowing rights) in 
the Jordanian insurance companies on the return on 
assets in the insurance companies. Ozili (2017): Non-
performing loans and Financial Development: New 
Evidence. The study aimed to know the relationship 
between non-performing loans and financial develop-
ment. The study sample consisted of data from (134) 

countries from data from (134) countries that were relied 
on by the information included in the World Bank during 
the period (2003-2014), The results of the study showed 
that there is a positive correlation between GDP and 
non-performing loans in all countries of the study 
sample, It was also found that there is a correlation 
between the percentage of foreign ownership and non-
performing loans, and the study recommended that 
banks pay attention to setting more strict terms in terms 
of loans that are made by their clients. Kustina et al., 
(2018) MSMEs Credit Distribution and Non- performing 
Loan towards Banking Companies Profit in Indonesia. 
The study aimed to know the relationship between non-
performing loans and the profitability of banks. The 
study sample consisted of (15) commercial banks 
operating in Indonesia, Many variables were used, such 
as non-performing loans, profitability of banks operating 
in Indonesia, The results of the study showed that non-
performing loans have a significant impact on the 
profitability of commercial banks operating in Indonesia, 
as the high level of non-performing loans leads to a 
decrease in the level of profitability achieved by banks 
as a result of operations conducted through the private 
business of the bank. The study recommended 
establishing more tight foundations and rules by 
commercial banks with regard to non-performing loans. 
Vincruova. Z. Belás. J. Šnajdr. J. Doležal. J, (2015”): 
Model of the loan process in the context of unrealized 
income and loss prevention”. This study aimed to 
prepare models for loan-granting institutions and banks, 
in addition to models dedicated to small and medium-
sized companies in developing countries, in order to 
ensure that credit risks are avoided when granting and 
to ensure the success of the loan disbursement from the 
borrowing company in the correct form, The study 
concluded that there are a number of small and 
medium-sized companies worthy of granting credit, but 
they are not among the objectives of the banks in 
grants, due to the absence of strategic plans for them. 
The study recommended these companies to prepare 
strategic plans and submit them to banks to be among 
their objectives in lending. Amir et. al, (2016)” 
Determinants of Non-Performing Loans: An Empirical 
Investigation of Bank Specific Microeconomic Factors”. 
The study aimed to explore the determinants of loan 
default in the small and medium enterprises sector in 
Pakistan. The researchers used the administrative 
records held by some commercial banks during the 
period (2014/2015), In addition, the researchers used in 
the study the results of questionnaires prepared by 
credit analysts/bankers for 9 commercial banks, 
including 42 branches, The researchers used des-
criptive analysis and Pearson coefficient to evaluate the 
variables that affect non-performing loans, as it was 
found that the date, age of the branch, and the duration 
of the loan, As well as credit policy is one of the most 
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important determinants of loan defaults. The study also 
indicated that microeconomic variables of small and 
medium-sized enterprises have an impact on non-
performing loans. Ruziqa (2013): The impact of credit 
and liquidity risk on bank financial performance. The 
study aimed to show the impact of credit risk and 
liquidity risk on the performance of banks. This study 
focuses in particular on the Indonesian Bank in the 
period 2007-2011. The financial performance of the 
bank is measured by the return on assets, the return on 
equity and the net interest margin, and the credit risk is 
measured by the non-performing loans rate, Liquidity 
risk was also measured by the liquidity ratio. Moreover, 
this study also assessed the impact of bank capital and 
bank size on the bank's financial performance. The 
study showed that credit risk has a significant negative 
impact on the return on assets and the return on 
shareholders' equity, while it was found that Liquidity 
ratio has a positive effect on return on assets, return on 
equity, The effect of banking capital has a positive effect 
on the return on equity, return on equity, and net 
income, while it was found that the size of the bank had 
a significant negative impact on net profit, and it was 
found that both credit and liquidity risks have an 
insignificant effect on net profit. 

1. What distinguishes this study from previous studies: 
The most important thing that distinguishes this 
study from previous studies is that it measures the 
impact of the volume of non-performing debts on 
the rate of return on assets in the Jordanian banking 

sector, as this effect has not been studied before 
within the limits of the researcher's knowledge. 

2. Research Methodology: The researcher will rely on 
the descriptive analytical approach, to measure the 
impact of the volume of non-performing debts on 
the rate of return on assets for the Jordanian 
banking sector, where the study sample will consist 
of the Jordanian banking sector (banks) through the 
data included in the financial stability report of the 
Central Bank of Jordan for the period "2008-2018".  

3. Data Collection Sources: In addressing the 
theoretical framework of the study, the researcher 
directed to secondary data sources, which are 
related to Arab and foreign books and references, 
periodicals, articles and reports, previous research 
and studies that dealt with the subject of the study, 
and research and reading on various Internet sites.  

4. Primary Sources: The researcher referred to the 
financial stability report from 2010-2020 available on 
the website of the Central Bank of Jordan.   

5. Study Population and Sample: The study population 
and sample are represented in the Jordanian 
banking sector during the time period 2010-2020. 
Statistical methods use. The following statistical 
methods were used: Extracting the arithmetic 
means and standard deviations of the study 
variables.  Also  Applying the single regression 
equation to verify the validity of the study 
hypothesis. 

6. Descriptive Analysis of the Study Variables: The 
amount of non-performing debts. 

 
 

Time Period Less Value Highest Value Arithmetic Mean Standard Deviation 
2008-2015 550 1335.66 1074.59 231.68 
2015-2022 0.0110 0.0140 0.0120 0.0012 

* One Million Jordanian Dinars 

It Appears from Table No. (1) that: 1- The arithmetic 
average of the variable volume of non-performing debts 
during the period (2008-2018) amounted to (1074.59) 
and the value of the standard deviation for this variable 
was (231.68), as the values of the volume of non-
performing debts during this period ranged between 
(550-1335.66).The arithmetic average of the return on 
assets variable during the period (2008-2018) amounted 
to (0.0120), and the standard deviation value of this 
variable was (0.0012), as the liquidity values during this 
period ranged between ( 0.0140-0.0110). Study 
Hypothesis Test. Results Related to the First Hypothesis: 
There is no statistically significant effect of the volume of 
non-performing debts on the rate of return on assets in 
the Jordanian banking sector for the period 2008-2018. 

To verify the validity of this hypothesis, a single 
regression equation was applied to study the effect of 
the volume of non-performing debts on the return on 
assets. The results are presented below: 
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Table No. (1): Statistical Description of the Variable Size of Non-Performing Debts and Return on Assets during the 
Study Period *



 
 

Table (2): Results of Applying the Single Regression Equation to Study the Effect of the Volume of Non-Performing 
Debts on the Return on Assets in the Jordanian Banking Sector for the Period 2008-2018 

Hypothesis R R-Squared 
Adjusted R-

Squared 
F Statistical 

Indication 
The 

Result 
There is no statistically 
significant effect of the 
volume of non-performing 
debts on the rate of return 
on assets in the Jordanian 
banking sector for the 
period 2008-2018 

0.517 0.267 0.186 3.28 0.10 
Accept the 
hypothesis 

It appears from the previous results that there is 
an effect of the size of non-performing debts on the ratio 
of return on assets, as the value of (F) reached (3.28), 
which is a positive value and is not statistically 
significant, This indicates that the volume of non-
performing debts has a positive and not statistically 
significant impact on the return on assets in the 
Jordanian banking sector for the period 2008-2018; As 
the increase in the volume of non-performing debts by 
(0.517) results in a decrease in the return on assets by 
(0.517), The value of the coefficient of determination, 
which modifies the strength of the relationship between 
the independent and dependent variable (R-squared), 
was (0.186), and the value of (F) was (3.28) with 
statistical significance (0.10), which is a non-statistically 
significant value, which indicates the relationship 
between the independent variable. And the dependent 
variable was not statistically significant at the 
significance level (α≤0.05), therefore, the first 
hypothesis is accepted in the null formula, which states 
that "there is no statistically significant effect of the 
volume of non-performing debts on the rate of return on 
assets in the Jordanian banking sector for the period 
2008-2018 

V. Results and Recommendations 

Study Result:  

− The absence of a statistically significant effect of the 
volume of non-performing debts on the rate of 
return on assets in the Jordanian banking sector for 
the period 2008-2018, and the reason for this is that 
the bank appoints an independent committee called 
the “risk management committee” concerned with 
preparing the public, As for the specialized 
department for risk management, it undertakes the 
implementation of these policies, and it monitors 
and measures risks periodically, and non-
performing loans are considered a type of risk that 
affects the bank, so this committee pays attention to 
non-public loans. 

 

 

  
Providing the necessary competencies and 

expertise in order to adopt the new standards and 
decisions and move towards possessing the technical 
capabilities that enable the supervisory authorities to 
measure risks through the methods stipulated by Basel 
international standards, in addition to providing data and 
information that facilitate the accurate assessment of 
what banks are doing. 
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Journals do the rest. 
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Before and during Submission 
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of conduct, along with author responsibilities. 

2. Authors must accept the privacy policy, terms, and conditions of Global Journals. 
3. Ensure corresponding author’s email address and postal address are accurate and reachable. 
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address, name, phone number, and institution), figures and illustrations in vector format including appropriate 
captions, tables, including titles and footnotes, a conclusion, results, acknowledgments and references. 

5. Authors should submit paper in a ZIP archive if any supplementary files are required along with the paper. 
6. Proper permissions must be acquired for the use of any copyrighted material. 
7. Manuscript submitted must not have been submitted or published elsewhere and all authors must be aware of the 

submission. 

Declaration of Conflicts of Interest 
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organizations that could influence (bias) their research. 

Policy on Plagiarism 
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Plagiarized content will not be considered for publication. We reserve the right to inform authors’ institutions about 
plagiarism detected either before or after publication. If plagiarism is identified, we will follow COPE guidelines: 

Authors are solely responsible for all the plagiarism that is found. The author must not fabricate, falsify or plagiarize 
existing research data. The following, if copied, will be considered plagiarism: 

• Words (language) 
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• Printed material 
• Graphic representations 
• Computer programs 
• Electronic material 
• Any other original work 

Authorship Policies 

Global Journals follows the definition of authorship set up by the Open Association of Research Society, USA. According to 
its guidelines, authorship criteria must be based on: 

1. Substantial contributions to the conception and acquisition of data, analysis, and interpretation of findings. 
2. Drafting the paper and revising it critically regarding important academic content. 
3. Final approval of the version of the paper to be published. 

Changes in Authorship 

The corresponding author should mention the name and complete details of all co-authors during submission and in 
manuscript. We support addition, rearrangement, manipulation, and deletions in authors list till the early view publication 
of the journal. We expect that corresponding author will notify all co-authors of submission. We follow COPE guidelines for 
changes in authorship. 

Copyright 

During submission of the manuscript, the author is confirming an exclusive license agreement with Global Journals which 
gives Global Journals the authority to reproduce, reuse, and republish authors' research. We also believe in flexible 
copyright terms where copyright may remain with authors/employers/institutions as well. Contact your editor after 
acceptance to choose your copyright policy. You may follow this form for copyright transfers. 

Appealing Decisions 

Unless specified in the notification, the Editorial Board’s decision on publication of the paper is final and cannot be 
appealed before making the major change in the manuscript. 

Acknowledgments 

Contributors to the research other than authors credited should be mentioned in Acknowledgments. The source of funding 
for the research can be included. Suppliers of resources may be mentioned along with their addresses. 

Declaration of funding sources 

Global Journals is in partnership with various universities, laboratories, and other institutions worldwide in the research 
domain. Authors are requested to disclose their source of funding during every stage of their research, such as making 
analysis, performing laboratory operations, computing data, and using institutional resources, from writing an article to its 
submission. This will also help authors to get reimbursements by requesting an open access publication letter from Global 
Journals and submitting to the respective funding source. 

Preparing your Manuscript 

Authors can submit papers and articles in an acceptable file format: MS Word (doc, docx), LaTeX (.tex, .zip or .rar including 
all of your files), Adobe PDF (.pdf), rich text format (.rtf), simple text document (.txt), Open Document Text (.odt), and 
Apple Pages (.pages). Our professional layout editors will format the entire paper according to our official guidelines. This is 
one of the highlights of publishing with Global Journals—authors should not be concerned about the formatting of their 
paper. Global Journals accepts articles and manuscripts in every major language, be it Spanish, Chinese, Japanese, 
Portuguese, Russian, French, German, Dutch, Italian, Greek, or any other national language, but the title, subtitle, and 
abstract should be in English. This will facilitate indexing and the pre-peer review process. 

The following is the official style and template developed for publication of a research paper. Authors are not required to 
follow this style during the submission of the paper. It is just for reference purposes. 
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Manuscript Style Instruction (Optional) 

• Microsoft Word Document Setting Instructions. 
• Font type of all text should be Swis721 Lt BT. 
• Page size: 8.27" x 11'”, left margin: 0.65, right margin: 0.65, bottom margin: 0.75. 
• Paper title should be in one column of font size 24. 
• Author name in font size of 11 in one column. 
• Abstract: font size 9 with the word “Abstract” in bold italics. 
• Main text: font size 10 with two justified columns. 
• Two columns with equal column width of 3.38 and spacing of 0.2. 
• First character must be three lines drop-capped. 
• The paragraph before spacing of 1 pt and after of 0 pt. 
• Line spacing of 1 pt. 
• Large images must be in one column. 
• The names of first main headings (Heading 1) must be in Roman font, capital letters, and font size of 10. 
• The names of second main headings (Heading 2) must not include numbers and must be in italics with a font size of 10. 

Structure and Format of Manuscript 

The recommended size of an original research paper is under 15,000 words and review papers under 7,000 words. 
Research articles should be less than 10,000 words. Research papers are usually longer than review papers. Review papers 
are reports of significant research (typically less than 7,000 words, including tables, figures, and references) 

A research paper must include: 

a) A title which should be relevant to the theme of the paper. 
b) A summary, known as an abstract (less than 150 words), containing the major results and conclusions.  
c) Up to 10 keywords that precisely identify the paper’s subject, purpose, and focus. 
d) An introduction, giving fundamental background objectives. 
e) Resources and techniques with sufficient complete experimental details (wherever possible by reference) to permit 

repetition, sources of information must be given, and numerical methods must be specified by reference. 
f) Results which should be presented concisely by well-designed tables and figures. 
g) Suitable statistical data should also be given. 
h) All data must have been gathered with attention to numerical detail in the planning stage. 

Design has been recognized to be essential to experiments for a considerable time, and the editor has decided that any 
paper that appears not to have adequate numerical treatments of the data will be returned unrefereed. 

i) Discussion should cover implications and consequences and not just recapitulate the results; conclusions should also 
be summarized. 

j) There should be brief acknowledgments. 
k) There ought to be references in the conventional format. Global Journals recommends APA format. 

Authors should carefully consider the preparation of papers to ensure that they communicate effectively. Papers are much 
more likely to be accepted if they are carefully designed and laid out, contain few or no errors, are summarizing, and follow 
instructions. They will also be published with much fewer delays than those that require much technical and editorial 
correction. 

The Editorial Board reserves the right to make literary corrections and suggestions to improve brevity. 
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Format Structure 

It is necessary that authors take care in submitting a manuscript that is written in simple language and adheres to 
published guidelines. 

All manuscripts submitted to Global Journals should include: 

Title 

The title page must carry an informative title that reflects the content, a running title (less than 45 characters together with 
spaces), names of the authors and co-authors, and the place(s) where the work was carried out. 

Author details 

The full postal address of any related author(s) must be specified. 

Abstract 

The abstract is the foundation of the research paper. It should be clear and concise and must contain the objective of the 
paper and inferences drawn. It is advised to not include big mathematical equations or complicated jargon. 

Many researchers searching for information online will use search engines such as Google, Yahoo or others. By optimizing 
your paper for search engines, you will amplify the chance of someone finding it. In turn, this will make it more likely to be 
viewed and cited in further works. Global Journals has compiled these guidelines to facilitate you to maximize the web-
friendliness of the most public part of your paper. 

Keywords 

A major lynchpin of research work for the writing of research papers is the keyword search, which one will employ to find 
both library and internet resources. Up to eleven keywords or very brief phrases have to be given to help data retrieval, 
mining, and indexing. 

One must be persistent and creative in using keywords. An effective keyword search requires a strategy: planning of a list 
of possible keywords and phrases to try. 

Choice of the main keywords is the first tool of writing a research paper. Research paper writing is an art. Keyword search 
should be as strategic as possible. 

One should start brainstorming lists of potential keywords before even beginning searching. Think about the most 
important concepts related to research work. Ask, “What words would a source have to include to be truly valuable in a 
research paper?” Then consider synonyms for the important words. 

It may take the discovery of only one important paper to steer in the right keyword direction because, in most databases, 
the keywords under which a research paper is abstracted are listed with the paper. 

Numerical Methods 

Numerical methods used should be transparent and, where appropriate, supported by references. 

Abbreviations 

Authors must list all the abbreviations used in the paper at the end of the paper or in a separate table before using them. 

Formulas and equations 

Authors are advised to submit any mathematical equation using either MathJax, KaTeX, or LaTeX, or in a very high-quality 
image. 
 
Tables, Figures, and Figure Legends 

Tables: Tables should be cautiously designed, uncrowned, and include only essential data. Each must have an Arabic 
number, e.g., Table 4, a self-explanatory caption, and be on a separate sheet. Authors must submit tables in an editable 
format and not as images. References to these tables (if any) must be mentioned accurately. 
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Figures 

Figures are supposed to be submitted as separate files. Always include a citation in the text for each figure using Arabic 
numbers, e.g., Fig. 4. Artwork must be submitted online in vector electronic form or by emailing it. 

Preparation of Eletronic Figures for Publication 

Although low-quality images are sufficient for review purposes, print publication requires high-quality images to prevent 
the final product being blurred or fuzzy. Submit (possibly by e-mail) EPS (line art) or TIFF (halftone/ photographs) files only. 
MS PowerPoint and Word Graphics are unsuitable for printed pictures. Avoid using pixel-oriented software. Scans (TIFF 
only) should have a resolution of at least 350 dpi (halftone) or 700 to 1100 dpi (line drawings). Please give the data for 
figures in black and white or submit a Color Work Agreement form. EPS files must be saved with fonts embedded (and with 
a TIFF preview, if possible). 

For scanned images, the scanning resolution at final image size ought to be as follows to ensure good reproduction: line 
art: >650 dpi; halftones (including gel photographs): >350 dpi; figures containing both halftone and line images: >650 dpi. 

Color charges: Authors are advised to pay the full cost for the reproduction of their color artwork. Hence, please note that 
if there is color artwork in your manuscript when it is accepted for publication, we would require you to complete and 
return a Color Work Agreement form before your paper can be published. Also, you can email your editor to remove the 
color fee after acceptance of the paper. 

Tips for writing a good quality Management Research Paper 

Techniques for writing a good quality management and business research paper: 

1. Choosing the topic: In most cases, the topic is selected by the interests of the author, but it can also be suggested by the 
guides. You can have several topics, and then judge which you are most comfortable with. This may be done by asking 
several questions of yourself, like "Will I be able to carry out a search in this area? Will I find all necessary resources to 
accomplish the search? Will I be able to find all information in this field area?" If the answer to this type of question is 
"yes," then you ought to choose that topic. In most cases, you may have to conduct surveys and visit several places. Also, 
you might have to do a lot of work to find all the rises and falls of the various data on that subject. Sometimes, detailed 
information plays a vital role, instead of short information. Evaluators are human: The first thing to remember is that 
evaluators are also human beings. They are not only meant for rejecting a paper. They are here to evaluate your paper. So 
present your best aspect. 

2. Think like evaluators: If you are in confusion or getting demotivated because your paper may not be accepted by the 
evaluators, then think, and try to evaluate your paper like an evaluator. Try to understand what an evaluator wants in your 
research paper, and you will automatically have your answer. Make blueprints of paper: The outline is the plan or 
framework that will help you to arrange your thoughts. It will make your paper logical. But remember that all points of your 
outline must be related to the topic you have chosen. 

3. Ask your guides: If you are having any difficulty with your research, then do not hesitate to share your difficulty with 
your guide (if you have one). They will surely help you out and resolve your doubts. If you can't clarify what exactly you 
require for your work, then ask your supervisor to help you with an alternative. He or she might also provide you with a list 
of essential readings. 

4. Use of computer is recommended: As you are doing research in the field of management and business then this point is 
quite obvious. Use right software: Always use good quality software packages. If you are not capable of judging good 
software, then you can lose the quality of your paper unknowingly. There are various programs available to help you which 
you can get through the internet. 

5. Use the internet for help: An excellent start for your paper is using Google. It is a wondrous search engine, where you 
can have your doubts resolved. You may also read some answers for the frequent question of how to write your research 
paper or find a model research paper. You can download books from the internet. If you have all the required books, place 
importance on reading, selecting, and analyzing the specified information. Then sketch out your research paper. Use big 
pictures: You may use encyclopedias like Wikipedia to get pictures with the best resolution. At Global Journals, you should 
strictly follow here. 
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6. Bookmarks are useful: When you read any book or magazine, you generally use bookmarks, right? It is a good habit 
which helps to not lose your continuity. You should always use bookmarks while searching on the internet also, which will 
make your search easier. 

7. Revise what you wrote: When you write anything, always read it, summarize it, and then finalize it. 

8. Make every effort: Make every effort to mention what you are going to write in your paper. That means always have a 
good start. Try to mention everything in the introduction—what is the need for a particular research paper. Polish your 
work with good writing skills and always give an evaluator what he wants. Make backups: When you are going to do any 
important thing like making a research paper, you should always have backup copies of it either on your computer or on 
paper. This protects you from losing any portion of your important data. 

9. Produce good diagrams of your own: Always try to include good charts or diagrams in your paper to improve quality. 
Using several unnecessary diagrams will degrade the quality of your paper by creating a hodgepodge. So always try to 
include diagrams which were made by you to improve the readability of your paper. Use of direct quotes: When you do 
research relevant to literature, history, or current affairs, then use of quotes becomes essential, but if the study is relevant 
to science, use of quotes is not preferable. 

10. Use proper verb tense: Use proper verb tenses in your paper. Use past tense to present those events that have 
happened. Use present tense to indicate events that are going on. Use future tense to indicate events that will happen in 
the future. Use of wrong tenses will confuse the evaluator. Avoid sentences that are incomplete. 

11. Pick a good study spot: Always try to pick a spot for your research which is quiet. Not every spot is good for studying. 

12. Know what you know: Always try to know what you know by making objectives, otherwise you will be confused and 
unable to achieve your target. 

13. Use good grammar: Always use good grammar and words that will have a positive impact on the evaluator; use of 
good vocabulary does not mean using tough words which the evaluator has to find in a dictionary. Do not fragment 
sentences. Eliminate one-word sentences. Do not ever use a big word when a smaller one would suffice. 
Verbs have to be in agreement with their subjects. In a research paper, do not start sentences with conjunctions or finish 
them with prepositions. When writing formally, it is advisable to never split an infinitive because someone will (wrongly) 
complain. Avoid clichés like a disease. Always shun irritating alliteration. Use language which is simple and straightforward. 
Put together a neat summary. 

14. Arrangement of information: Each section of the main body should start with an opening sentence, and there should 
be a changeover at the end of the section. Give only valid and powerful arguments for your topic. You may also maintain 
your arguments with records. 

15. Never start at the last minute: Always allow enough time for research work. Leaving everything to the last minute will 
degrade your paper and spoil your work. 

16. Multitasking in research is not good: Doing several things at the same time is a bad habit in the case of research 
activity. Research is an area where everything has a particular time slot. Divide your research work into parts, and do a 
particular part in a particular time slot. 

17. Never copy others' work: Never copy others' work and give it your name because if the evaluator has seen it anywhere, 
you will be in trouble. Take proper rest and food: No matter how many hours you spend on your research activity, if you 
are not taking care of your health, then all your efforts will have been in vain. For quality research, take proper rest and 
food. 

18. Go to seminars: Attend seminars if the topic is relevant to your research area. Utilize all your resources. 

19. Refresh your mind after intervals: Try to give your mind a rest by listening to soft music or sleeping in intervals. This 
will also improve your memory. Acquire colleagues: Always try to acquire colleagues. No matter how sharp you are, if you 
acquire colleagues, they can give you ideas which will be helpful to your research. 

20. Think technically: Always think technically. If anything happens, search for its reasons, benefits, and demerits. Think 
and then print: When you go to print your paper, check that tables are not split, headings are not detached from their 
descriptions, and page sequence is maintained. 
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Irrelevant and inappropriate material is superfluous. Foreign terminology and phrases are not apropos. One should never 
take a broad view. Analogy is like feathers on a snake. Use words properly, regardless of how others use them. Remove 
quotations. Puns are for kids, not grunt readers. Never oversimplify: When adding material to your research paper, never 
go for oversimplification; this will definitely irritate the evaluator. Be specific. Never use rhythmic redundancies. 
Contractions shouldn't be used in a research paper. Comparisons are as terrible as clichés. Give up ampersands, 
abbreviations, and so on. Remove commas that are not necessary. Parenthetical words should be between brackets or 
commas. Understatement is always the best way to put forward earth-shaking thoughts. Give a detailed literary review. 

22. Report concluded results: Use concluded results. From raw data, filter the results, and then conclude your studies 
based on measurements and observations taken. An appropriate number of decimal places should be used. Parenthetical 
remarks are prohibited here. Proofread carefully at the final stage. At the end, give an outline to your arguments. Spot 
perspectives of further study of the subject. Justify your conclusion at the bottom sufficiently, which will probably include 
examples. 

23. Upon conclusion: Once you have concluded your research, the next most important step is to present your findings. 
Presentation is extremely important as it is the definite medium though which your research is going to be in print for the 
rest of the crowd. Care should be taken to categorize your thoughts well and present them in a logical and neat manner. A 
good quality research paper format is essential because it serves to highlight your research paper and bring to light all 
necessary aspects of your research. 

Informal Guidelines of Research Paper Writing 

Key points to remember: 

• Submit all work in its final form. 
• Write your paper in the form which is presented in the guidelines using the template. 
• Please note the criteria peer reviewers will use for grading the final paper. 

Final points: 

One purpose of organizing a research paper is to let people interpret your efforts selectively. The journal requires the 
following sections, submitted in the order listed, with each section starting on a new page: 

The introduction: This will be compiled from reference matter and reflect the design processes or outline of basis that 
directed you to make a study. As you carry out the process of study, the method and process section will be constructed 
like that. The results segment will show related statistics in nearly sequential order and direct reviewers to similar 
intellectual paths throughout the data that you gathered to carry out your study. 

The discussion section: 

This will provide understanding of the data and projections as to the implications of the results. The use of good quality 
references throughout the paper will give the effort trustworthiness by representing an alertness to prior workings. 

Writing a research paper is not an easy job, no matter how trouble-free the actual research or concept. Practice, excellent 
preparation, and controlled record-keeping are the only means to make straightforward progression. 

General style: 

Specific editorial column necessities for compliance of a manuscript will always take over from directions in these general 
guidelines. 

To make a paper clear: Adhere to recommended page limits. 
Mistakes to avoid: 
•
 

Insertion of a title at the foot of a page with subsequent text on the next page.
 •

 
Separating a table, chart, or figure—confine each to a single page.

 •
 

Submitting a manuscript with pages out of sequence.
 •

 
In every section of your document, use standard writing style, including articles ("a" and "the").

 •
 

Keep paying attention to the topic of the paper.
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21. Adding unnecessary information: Do not add unnecessary information like "I have used MS Excel to draw graphs." 



• Use paragraphs to split each significant point (excluding the abstract). 
• Align the primary line of each section. 
• Present your points in sound order. 
• Use present tense to report well-accepted matters. 
• Use past tense to describe specific results. 
• Do not use familiar wording; don't address the reviewer directly. Don't use slang or superlatives. 
• Avoid use of extra pictures—include only those figures essential to presenting results. 

Title page: 

Choose a revealing title. It should be short and include the name(s) and address(es) of all authors. It should not have 
acronyms or abbreviations or exceed two printed lines. 

Abstract: This summary should be two hundred words or less. It should clearly and briefly explain the key findings reported 
in the manuscript and must have precise statistics. It should not have acronyms or abbreviations. It should be logical in 
itself. Do not cite references at this point. 

An abstract is a brief, distinct paragraph summary of finished work or work in development. In a minute or less, a reviewer 
can be taught the foundation behind the study, common approaches to the problem, relevant results, and significant 
conclusions or new questions. 

Write your summary when your paper is completed because how can you write the summary of anything which is not yet 
written? Wealth of terminology is very essential in abstract. Use comprehensive sentences, and do not sacrifice readability 
for brevity; you can maintain it succinctly by phrasing sentences so that they provide more than a lone rationale. The 
author can at this moment go straight to shortening the outcome. Sum up the study with the subsequent elements in any 
summary. Try to limit the initial two items to no more than one line each. 

Reason for writing the article—theory, overall issue, purpose. 

• Fundamental goal. 
• To-the-point depiction of the research. 
• Consequences, including definite statistics—if the consequences are quantitative in nature, account for this; results of 

any numerical analysis should be reported. Significant conclusions or questions that emerge from the research. 

Approach: 

o Single section and succinct. 
o An outline of the job done is always written in past tense. 
o Concentrate on shortening results—limit background information to a verdict or two. 
o Exact spelling, clarity of sentences and phrases, and appropriate reporting of quantities (proper units, important 

statistics) are just as significant in an abstract as they are anywhere else. 

Introduction: 

The introduction should "introduce" the manuscript. The reviewer should be presented with sufficient background 
information to be capable of comprehending and calculating the purpose of your study without having to refer to other 
works. The basis for the study should be offered. Give the most important references, but avoid making a comprehensive 
appraisal of the topic. Describe the problem visibly. If the problem is not acknowledged in a logical, reasonable way, the 
reviewer will give no attention to your results. Speak in common terms about techniques used to explain the problem, if 
needed, but do not present any particulars about the protocols here. 

The following approach can create a valuable beginning: 

o Explain the value (significance) of the study. 
o Defend the model—why did you employ this particular system or method? What is its compensation? Remark upon 

its appropriateness from an abstract point of view as well as pointing out sensible reasons for using it. 
o Present a justification. State your particular theory(-ies) or aim(s), and describe the logic that led you to choose 

them. 
o Briefly explain the study's tentative purpose and how it meets the declared objectives. 
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Approach: 

Use past tense except for when referring to recognized facts. After all, the manuscript will be submitted after the entire job 
is done. Sort out your thoughts; manufacture one key point for every section. If you make the four points listed above, you 
will need at least four paragraphs. Present surrounding information only when it is necessary to support a situation. The 
reviewer does not desire to read everything you know about a topic. Shape the theory specifically—do not take a broad 
view. 

As always, give awareness to spelling, simplicity, and correctness of sentences and phrases. 

 
Procedures (methods and materials):

 
This part is supposed to be the easiest to carve if you have good skills. A soundly written procedures segment allows a 
capable scientist to replicate your results. Present precise information about your supplies. The suppliers and clarity of 
reagents can be helpful bits of information. Present methods in sequential order, but linked methodologies can be grouped 
as a segment. Be concise when relating the protocols. Attempt to give the least amount of information that would permit 
another capable scientist to replicate your outcome, but be cautious that vital information is integrated. The use of 
subheadings is suggested and ought to be synchronized with the results section.

 
When a technique is used that has been well-described in another section, mention the specific item describing the way, 
but draw the basic principle while stating the situation. The purpose is to show all particular resources and broad 
procedures so that another person may use some or all of the methods in one more study or referee the scientific value of 
your work. It is not to be a step-by-step report of the whole thing you did, nor is a methods section a

 
set of orders.

 
Materials:

 
Materials may be reported in part of a section or else they may be recognized along with your measures.

 
Methods:

 
o

 
Report the method and not the particulars of each process that engaged the same methodology.

 o
 

Describe the method entirely.
 o

 
To be succinct, present methods under headings dedicated to specific dealings or groups of measures.

 o
 

Simplify—detail how procedures were completed, not how they were performed on a particular day.
 o

 
If well-known procedures were used, account for the procedure by name, possibly with a reference, and that's all.

 
Approach:

 
It is embarrassing to use vigorous voice when documenting methods without using first person, which would focus the 
reviewer's interest on the researcher rather than the job. As a result, when writing up the methods, most authors use third 
person passive voice.

 
Use standard style in this and every other part of the paper—avoid familiar lists, and use full sentences.

 
What to keep away from:

 
o

 
Resources and methods are not a set of information.

 o
 

Skip all descriptive information and surroundings—save it for the argument.
 o

 
Leave out information that is immaterial to a third party.

 
Results:

 
The principle of a results segment is to present and demonstrate your conclusion. Create this part as entirely objective 
details of the outcome, and save all understanding for the discussion.

 
The page length of this segment is set by the sum and types of data to be reported. Use statistics and tables, if suitable, to 
present consequences most efficiently.

 
You must clearly differentiate material which would usually be incorporated in a study editorial from any unprocessed data 
or additional appendix matter that would not be available. In fact, such matters should not be submitted at all except if 
requested by the instructor.
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Content: 

o Sum up your conclusions in text and demonstrate them, if suitable, with figures and tables. 
o In the manuscript, explain each of your consequences, and point the reader to remarks that are most appropriate. 
o Present a background, such as by describing the question that was addressed by creation of an exacting study. 
o Explain results of control experiments and give remarks that are not accessible in a prescribed figure or table, if 

appropriate. 
o Examine your data, then prepare the analyzed (transformed) data in the form of a figure (graph), table, or 

manuscript. 

What to stay away from: 

o Do not discuss or infer your outcome, report surrounding information, or try to explain anything. 
o Do not include raw data or intermediate calculations in a research manuscript. 
o Do not present similar data more than once. 
o A manuscript should complement any figures or tables, not duplicate information. 
o Never confuse figures with tables—there is a difference.  

Approach: 

As always, use past tense when you submit your results, and put the whole thing in a reasonable order. 

Put figures and tables, appropriately numbered, in order at the end of the report. 

If you desire, you may place your figures and tables properly within the text of your results section. 

Figures and tables: 

If you put figures and tables at the end of some details, make certain that they are visibly distinguished from any attached 
appendix materials, such as raw facts. Whatever the position, each table must be titled, numbered one after the other, and 
include a heading. All figures and tables must be divided from the text. 

Discussion: 

The discussion is expected to be the trickiest segment to write. A lot of papers submitted to the journal are discarded 
based on problems with the discussion. There is no rule for how long an argument should be. 

Position your understanding of the outcome visibly to lead the reviewer through your conclusions, and then finish the 
paper with a summing up of the implications of the study. The purpose here is to offer an understanding of your results 
and support all of your conclusions, using facts from your research and generally accepted information, if suitable. The 
implication of results should be fully described. 

Infer your data in the conversation in suitable depth. This means that when you clarify an observable fact, you must explain 
mechanisms that may account for the observation. If your results vary from your prospect, make clear why that may have 
happened. If your results agree, then explain the theory that the proof supported. It is never suitable to just state that the 
data approved the prospect, and let it drop at that. Make a decision as to whether each premise is supported or discarded 
or if you cannot make a conclusion with assurance. Do not just dismiss a study or part of a study as "uncertain." 

Research papers are not acknowledged if the work is imperfect. Draw what conclusions you can based upon the results 
that you have, and take care of the study as a finished work. 

o You may propose future guidelines, such as how an experiment might be personalized to accomplish a new idea. 
o Give details of all of your remarks as much as possible, focusing on mechanisms. 
o Make a decision as to whether the tentative design sufficiently addressed the theory and whether or not it was 

correctly restricted. Try to present substitute explanations if they are sensible alternatives. 
o One piece of research will not counter an overall question, so maintain the large picture in mind. Where do you go 

next? The best studies unlock new avenues of study. What questions remain? 
o Recommendations for detailed papers will offer supplementary suggestions. 
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Approach: 

When you refer to information, differentiate data generated by your own studies from other available information. Present 
work done by specific persons (including you) in past tense. 

Describe generally acknowledged facts and main beliefs in present tense. 

The Administration Rules
 

Administration Rules to Be Strictly Followed before Submitting Your Research Paper to Global Journals Inc.
 

Please read the following rules and regulations carefully before submitting your research paper to Global Journals Inc. to 
avoid rejection.

 

Segment draft and final research paper:
 
You have to strictly follow the template of a research paper, failing which your 

paper may get rejected. You are expected to write each part of the paper wholly on your own. The peer reviewers need to 
identify your own perspective of the concepts in your own terms. Please do not extract straight from any other source, and 
do not rephrase someone else's analysis. Do not allow anyone else to proofread your manuscript.

 

Written material:
 
You may discuss this with your guides and key sources. Do not copy anyone

 
else's paper, even if this is 

only imitation, otherwise it will be rejected on the grounds of plagiarism, which is illegal. Various methods to avoid 
plagiarism are strictly applied by us to every paper, and, if found guilty, you may be blacklisted, which could affect your 
career adversely. To guard yourself and others from possible illegal use, please do not permit anyone to use or even read 
your paper and file.
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CRITERION FOR GRADING A RESEARCH PAPER (COMPILATION)
BY GLOBAL JOURNALS 

Please note that following table is only a Grading of "Paper Compilation" and not on "Performed/Stated Research" whose grading 

solely depends on Individual Assigned Peer Reviewer and Editorial Board Member. These can be available only on request and after 

decision of Paper. This report will be the property of Global Journals.

Topics Grades

A-B C-D E-F

Abstract

Clear and concise with 

appropriate content, Correct 

format. 200 words or below 

Unclear summary and no 

specific data, Incorrect form

Above 200 words 

No specific data with ambiguous 

information

Above 250 words

Introduction

Containing all background

details with clear goal and 

appropriate details, flow 

specification, no grammar

and spelling mistake, well 

organized sentence and 

paragraph, reference cited

Unclear and confusing data, 

appropriate format, grammar 

and spelling errors with

unorganized matter

Out of place depth and content, 

hazy format

Methods and 

Procedures

Clear and to the point with 

well arranged paragraph, 

precision and accuracy of 

facts and figures, well 

organized subheads

Difficult to comprehend with 

embarrassed text, too much 

explanation but completed 

Incorrect and unorganized 

structure with hazy meaning

Result

Well organized, Clear and 

specific, Correct units with 

precision, correct data, well 

structuring of paragraph, no 

grammar and spelling 

mistake

Complete and embarrassed 

text, difficult to comprehend

Irregular format with wrong facts 

and figures

Discussion

Well organized, meaningful

specification, sound 

conclusion, logical and 

concise explanation, highly 

structured paragraph 

reference cited 

Wordy, unclear conclusion, 

spurious

Conclusion is not cited, 

unorganized, difficult to 

comprehend 

References

Complete and correct 

format, well organized

Beside the point, Incomplete Wrong format and structuring
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