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The Impact of Corporate Governance Mechanisms on Cash Holdings
with Emphasis on the Role of Corporate Financial Constraints

Zeinab Shirin Kheir*!

Abstract

The aim of this study is to examine the effect of corporate governance
mechanisms on the level of corporate cash holdings, with emphasis on the
role of financial constraints. To this end, data from 135 companies listed on
the Tehran Stock Exchange over the period 2020-2024 were collected and
analyzed. Corporate governance, as a set of internal and external monitoring
mechanisms, can influence firms’ liquidity policies by reducing agency costs
and constraining managers’ opportunistic behavior. In this study, panel data
regression models and multivariate regression analysis were employed to
test the research hypotheses.

The results indicate that, in financially unconstrained firms, board size,
board independence, and institutional ownership have a negative and
significant relationship with the level of cash holdings. In contrast, in
financially constrained firms, none of these variables show a significant
relationship with the level of cash holdings. These findings suggest that the
effectiveness of corporate governance mechanisms in controlling firms’
liquidity policies depends on their financial constraint status.

Keywords: Board size; Board independence; Institutional ownership; Cash
holdings; Financial constraints.
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