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Abstract

Purpose: This study attempts to investigate the effect of corporate governance on investment sensitivity to cash flow
changes.

Methodology: The research period is 5 years from 2018 to 2022, and the statistical sample obtained based on the
elimination method includes 130 companies on the Tehran Stock Exchange, and the number of observations is 650
company-years. Also, based on the existing theoretical foundations in this study, three hypotheses will be developed and
tested based on the presented models using the panel data method using Eviews software. Finally, a decision will be
made regarding the significance of the model and the coefficients of each of the variables entered in the model. In the
hypotheses of this study, corporate governance mechanisms are considered to have three factors: the level of institutional
ownership, the level of board independence, and ownership concentration.

Findings: Testing the research hypotheses showed an inverse and significant relationship between cash flows and
investments, and the level of investment of companies has an inverse sensitivity to changes in cash flows. The results
indicate that the level of institutional ownership does not significantly affect the sensitivity of investment to changes in
cash flows. Similar results wete also obtained regarding the independence of the board of ditectors, which does not have
a significant effect on the sensitivity of investment to changes in cash flows; of course, it can be said that there is a direct
and significant relationship between the independence of the board of directors and the level of investment, so that with
increasing the independence of the board of directors, the level of investment of companies also increases. Ownership
concentration has a positive and significant effect on the sensitivity of investment to changes in cash flows and increases
the sensitivity of investment to changes in cash flows.

Originality/Value: Using real and up-to-date data from companies listed on the Tehran Stock Exchange over 5 years,
this study simultaneously examines three key components of corporate governance (institutional ownership, board
independence, and ownership concentration) as factors affecting investment sensitivity to cash flow changes. This
comprehensive study is innovative in modeling multiple effects compared to similar studies, considering only one or two
aspects of corporate governance mechanisms.

Keywords: Investment sensitivity to cash flow changes, Institutional ownership, Ownership concentration, Boatd
independence.
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Table 2- Descriptive statistics of research variables.
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Table 3- Results of model selection for estimating the model to test the first hypothesis of the research.
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Table 4- Results of the estimation model for testing the first hypothesis of the research.
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Figure 1- Distribution of residuals of the first hypothesis test model.
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Table 5- Results of model selection for estimating the model to test the second hypothesis of the research.
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Table 6- Results of the estimation model for testing the second research hypothesis.
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Figure 2- Distribution of residuals of the model testing the second research hypothesis.

SClvve ) osg 2[00 5l 25558 (CF) s SUL > Lol piame oo tolel ezl cde 3351 5 0)l5 )3 el | Eh eyl
548l 3525 L 18l w5 (505 Lol 2 Dlos (13 e 5 sSias dlal) CuiS 5 po o > (VITVAY) AL e e 0Tl
e i L oylal Jlaim) e L ABL o (A5 SOk 2 Sk 4 Caand (wsSirs Clam G (Shls LS (5180w (00
5 oS daly G 5 e amS 3 (SVYENE) Wil o e o Hlde 5 (/v v e ) ong 2[00 3 S iS55 (0C0) oSl S 03
35 o0 anlS S 8 (5108 e pow e 5 CaSIe 5505 2al331 L aS(g s 5bas 3,515 59 5 (1S le 050 5 SoSTlo 35505 3w (515 me
G ol SLed 4 (ol u Sl EuSIle 5,05 (18,30 sdiasylis 4 CF*OC Lace o o t o)l Jlaz| puimmen
SNl o Cwlam 3 CSIle 58,65 S ol 5o e 53 (O A0 YY) Cal oo T Sl 5 (/0N V) 0355 0/ 20 31 2S5 5S 55 AsL o
Rl €355 o GAB Ol 2 Sk 4 o (IS Lo o Sl 2l Easl 5 a2ils (613 gtme 5 St 31 (608 Ol o Dol ek 4y Connds

2 4d o Jl 40% (b cl""’J>L3:‘E’J{’ﬁ’ o b

o doyd (s3] -5-Y

B Ol Dl 4 SISl o Sl 0 kol JE] LT 65 AL oo 3050 0l o Gl oo 4003 500 ) ks

il e ol LB 5 Spseets o ol ano 3 5 § L b Sl IIS,30
s SIS ,56 (A8 5L o Dol (IS s v Sl 3 0 e ln IO\l :H )
ol )\KJ;U L;Jjb L)Lﬂj" A:J‘J:.”\a; “ ‘_5)‘~L§4ibjw %AL«.} > Bﬁu\.& A:JL:?- dm\ ZH7

390 (Sl Sl gae 40% Ow‘ck.d‘)ﬁﬁ_;%F S 3y305 5 395 0 38 B lrosls Syt 5 e Sl eslinal b ao b -yl

WS dalg )5 Al

Investment i,t = B0 + BICFit + B2ZNED it + B3CFit + FirmGovit + B4Qit + (\Y)
B5Sizeit + B6CFVolit + B7Levit + B8Salesit + B9Cashit + €it

Wl o daT V J o 55 cyannls 303 5 od F (9031 ol



A\

(\f'f) Al GJLQ.:I“‘ )92

O -FF tasip

dond 9 Flo S 0 10 5O !y OlIllae

55 s 4o (g0l Sk 3yl (sl 981 Ll gilis -V Jgor
Table 7- Results of model selection for estimating the model to test the third research hypothesis.
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Table 8- Results of the estimation model for testing the third hypothesis of the research.
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Figure 3- Distribution of residuals of the model testing the third research hypothesis.
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Table 9- Summary of results from hypothesis testing.
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