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Abstract

Ownership of management through shares aligns the shareholders’ interests with those of managers. Thus, whenever manager’s ownership
increases, the company performance increases, leading to a reduction in agency costs related to investment decisions. Companies do this
through better managerial agreement with shareholders' motivations. This study investigated the effects of managerial ownership on liquidity
and investment constraints and examined the effects of moderating the role of a firm’s size and age on this relationship among companies listed
on Tehran Stock Exchange (TSE). To this end, the index of investment sensitivity to cash flow was employed for calculating the liquidity
constraint. The research was conducted on 82 companies listed on TSE from 2010 to 2019. The hypotheses were tested by using linear
regression and Eviews software. There was a significant relationship between managerial ownership and investment, but the firm’s size and
age did not affect this relationship. There was no significant relationship between managerial ownership and liquidity constraints and the firm’s
size did not affect this relationship either; however, the firm’s age had a significant effect on this relationship.
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Introduction

One of the factors concerning the shareholders is the conflict of interests. Thus, they evaluate managers for allocating their resources,
which are to be performed by them. Historically, it has been indicated that management decisions may lead to the loss of a company's
financial assets, which causes a reduction in shareholders™ wealth. On the other hand, managers try not only to increase their profits,
but also affect the company's shareholders’ decisions to their own benefits. To eliminate the conflicts between the managers and the
stockholders, owners sometimes share their ownership with managers. In this case, it is expected that managerial ownership increases
the company’s value and performance (Demstez & Lehn, 1985). One of the most important issues in corporate governance is ownership
structure, which means offering shares to several members, who may be the government, banks, corporate executives, or board
members. Increasing the desirability of ownership structure reduces agency costs. Managerial ownership acts as a valid guarantee that
requires managers to reduce loss of resources and not waste company resources, which enables them to obtain foreign financing at a
lower cost for their investments (Vijayakumaran, 2020).

This study sought to answer the following questions: Is there a divert relationship between managerial ownership and investment? Is
there an inverse relationship between managerial ownership and financial constraints (investment sensitivity to cash flow)? In recent
years, research has been conducted abroad to investigate the impact of managerial ownership on liquidity and investment constraints;
however, no research in this area has been found in Iran. This study aimed to investigate the effect of managerial ownership on
investment and the effect of managerial ownership on the investment sensitivity to cash flow in the companies listed on Tehran Stock
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Exchange (TSE) from 2010 to 2019. The results of this study as indicators of value creation can help managers, investors, creditors,
consumers, and other users to make appropriate decisions.

Method and Data

The method used for collecting research data was reviewing archival studies. All the data were collected through Rahvard Novin
software and its verification was done randomly by using the official site of the publishers' information system (Codal). The sample
included the companies listed on TSE, which were active from 2010 to 2019. Eviews software was used for analyzing the information.

Findings

The research findings indicated that there was a significant relationship between managerial ownership and investment, but the
company size and age did not affect this relationship. There was no significant relationship between managerial ownership and liquidity
constraints and company size did not affect this relation; however, company age had a significant effect on this relationship.

Conclusion and discussion

Managerial ownership leads to more control by board members over company's decisions and activities because they are shareholders
of the company and the profit and loss of the company is very important for them. In addition, managers’ ownership in companies
leads to a reduction in the gap between ownership and management, hence leading to a decrease in information asymmetry and better
and more appropriate investments. Even if the amount of investment is reduced, it can be more appropriate and optimal. By considering
the competitive environment in TSE, it could be inferred that company age and/or size cannot change the impact of managerial
ownership on investment, as well as managers and board members, who act as a shareholder. Therefore, the company indicators do not
affect their decisions.

With an increase in the board members’ shares in a company, they can have a major share of ownership, experiencing fewer restrictions
to finance their resources; this indicates that among the companies listed on TSE, the companies board members that have higher shares
finance more easily by using the resources held by the shareholders and board members. If a company has a higher age and record in
the market, the inverse relationship between managerial ownership and liquidity constraints will be lower and the company experiences
fewer constraints for financing. There was no prior research conducted on this issue and thus, there was no possibility of comparing
the results.
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Figure (1) Conceptual model of research
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Table (4) The results of the second model estimation
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Table (5) The results of the third model estimation
Invest;, = ay + a; MO, + a, AGE;; + a; MO;, * AGE;; + a4, GROW; + a5 Q;; + ag LEV;; + a; AWC;, + &
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Chart (2) The correlation between managerial ownership and liquidity constraints of model 4
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Table (6) The results of the fourth model estimation
CF;= ay+a; MO+ a, GROW  + a3 Q;; + a, LEV, + a5 SIZE;; + a5 AGE;; + a; AWC; + &;
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Table (7) The results of the fifth model estimation
CFy = ay+a; MOy + ay SIZE;, + a3 MOy, « SIZE;, + ay GROW, + a5 Qy + ag LEV; + a; AWC;, + &,
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Table (8) The results of the sixth model estimation
CF;= ay+a, MO;, + a, AGE;; + a3 MO;; « AGE;; + a, GROW ; + a5 Q;; + ac LEV;, + a; AWC;, + &;
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