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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 were also obtained regarding the independence of the board of directors, 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 ot two
aspects of corporate governance mechanisms.

Keywords: Investment sensitivity to cash flow changes, Institutional ownership, Ownership concentration, Boatd
independence.
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Table 1- Frequency distribution of sample companies by industry.
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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.
G b2 Ol 4 (gl o juw Sl diunly paicio

CS = Jlw £O¢ tladlice dloss

P-Value t o, Ll o Jue s
0.054 -1.928 -1.965 C
0.000 -6.260 -7.319 CF
0.000 -7.269 -1.341 ocC
0.013 2.473 5.09 CF*0oC

0.03 2.162 0.153 Q

0.055 1.921 0.143 SIZE

0.283 -1.073 -1.385 CFVOL

0.628 -0.483 -0.088 LEV

0.138 1.485 0.111 SALES

0.000 5.973 6.165 CASH

(0.7263) Joe 00l Jowd s o pi0

(0.0000) (P-Value) (9.656) Jowe F o, Lo
2.02) Durbin-Watson o, L

Jde IS 5308 5l 22e80% Hllol by (o] 4 e D Aib o S sS 00 3 F o)l Jlasm| e aSul a5 b dke 3350 5l sims gy 0 53
O ke 53 08l s (Sla ks Lo s ataly Suite 55 DS 51 VY/PY %0 a5 ol T 6L sS 55 Jds (e o 2358 o0 I

.)J;‘_SA

CE‘NJJG':E’;’ JJw .3)}1,.3 )" L},\pb- ‘_SLMJJL«}L{ aS S Q‘i‘ )‘ éb— L,.:—}:S)b- uy)TGb chw @ b};]a Lg)LOTQLb}Jia eSS B
5 L Bl ol 53 (o100 +) A3l e 140 31 S e ol & g o i) 458yt S 3355 5 25 31 40% iz




cor STk g Camilu ) Syl oS 306 (w9 /(556
|

Lol Izl (50 3TL BL3 I s ’Jsd‘:")ﬂr‘f‘"«{ Jde sroilasl &P O35 Jbe 5 30l g0 (55 0 A= aiad g Sldalie SV sl 4
@)j}' sy 4§~i\ UM J}Q@ 4:\3}.3.,\3‘ LMJJL«:ZLg J‘)&E:M\ })Q'il).l AY/eY) J.&LUJ Y sde “ &_i.pj: g.)’“'“"“b_ﬁ)?-’)}" c)LAT )\Jﬁ.@ z}:.':
Al o w55 4 S35 slom ieiladly 55 o5 Sl ) 5l (S (Y JSK2) Jas slaontiladly

40
, Series: Standardized Residuals
35 - Sample 1386 1390
— Observations 641
304 —
M | | = Mean 6.06e-18
%4 i B Median 0.020346
204 M — W ] Mf»fimum 1.580767
Minimum -1.642362
15 [ Std. Dev. 0.748988
1 ] Skewness  -0.043421
10 -| Kurtosis 2.130347
5 Jarque-Bera  20.40084
Probability 0.000037
0 T T

-15 o ‘-1.0 -0.5 0.0 05 l.O‘ o ‘1i5‘
o g0 dnoyb g0l ko (slouilagdl &g ¥ IS
Figure 2- Distribution of residuals of the model testing the second research hypothesis.
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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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