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ABSTRACT 

Due to information role of conservatism, it seems that conservatism causes enhancement in monitoring 

management investment decisions through decreasing investment where managers trend to excessive 

investment and it also causes to facilitate accessibility to free external financial providence via increasing 

investment where managers intend to have investment less than usual. That’s why, conservatism has an 

important information role which can decrease less and excessive investment. Therefore, this study aims 

to show this issue that conservatism and institutional ownership both have information benefits which are 

followed by achieving a desirable investment. Statistical population in this study is all of firms accepted 

in Tehran stock exchange market. Samples were chosen in a way that they were accepted in stock 

exchange from 2006. To analyze data in this research at the first step, data were analyzed in descriptive 

method. To test hypotheses, Cross-sectional regression under partial least squares method has been used. 

All of tests have been done using Eviews7 statistical software results obtained from this research indicate 

that there is a significant relationship between conservatism and investment, but there is not a significant 

relationship between institutional ownership and investment. 

 

Keywords: Conditional Conservatism, Unconditional Conservatism, Active Institutional Investors 

 

INTRODUCTION 

Capital market is popularized as one of the underlying bases of economic growth and development in the 

countries. Investment is accounted as the most important determining component in economy of each 

country. In this regard, information plays a fundamental role in performance of capital market. Due to this 

fact that most of decision such as investment decisions are made in uncertainty, so in this circumstance, 

information has an impressive role to decrease uncertainty. To reduce uncertainty, required information 

has to be provided from different references. Firms as the economic units are always intending 

investment, profitability and eventually wealth creation. Investment in relatively deeply involved in 

information asymmetry and agency problems. What is often existed in beliefs is that information 

asymmetry has been added to difference existed in the market and influence in the cost of external finance 

providence and it will easily lead to adequate investment for the firms which are suffering liquidity 

constraint. While agency problem is often driven from excessive investment by managers for personal 

benefits and abusing Free Cash Flow in projects with negative Net Present Value (Jensen and Meckling, 

1976). 

Due to agency problem, it is possible that firms’ managers don’t use firms’ resources to increase 

stockholders’ wealth. For this purpose, to support stockholders’ resources, different tools are used to 

resolve this problem. According to the role of accounting in determining contract condition and 

monitoring its correct implementation between owners and managers, accounting principles and 

procedures are applied which aimed to protect the rights of beneficiaries and fair proposing of financial 

statements. Conservatism concept is applied to give an effective mechanism to contracts between firm, 

creditors and stockholders. On the other hand, institutional investors are one of the groups working in the 

market which are able to have considerable effect on direction of markets movement through major deals. 

Under efficient-monitoring hypothesis and because of invested wealth volume, institutions are probably 
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managing their investments actively. Based on attitude of institutional investors, investors are expert who 

have relative advantage in collecting and processing information. 

Moreover, organizational coherent structure and ownership complicated network will feature distinction 

between these groups more and also, institutional investors have more incentive to monitor managers and 

are able to control excessive investment in business units. Institutional investors will increase information 

transparency by implementing corporate governance and will decrease information asymmetry and this 

action causes to strength efficiency in capital market. Accordingly, a question is arisen: have firms 

working in the Tehran stock exchange developed conservatism and institutional ownership in order to 

terminate vast inefficient behaviors of firms’ investment such as excessive investment and insufficient 

investment? 

Literature Review  

Xu et al., (2012) have conducted a research entitled “Accounting conservatism on firms’ investment 

process” and found that there is a positive and significant relationship between accounting conservatism 

and capital costs and the relationship between accounting conservatism  and capital cost for companies 

with private ownership is weaker. This research has been used as the key paper for our paper. LaFond 

(2010) found that accounting conservatism reduces information asymmetry. They came to conclusion that 

information asymmetry between people in and out of company will lead to conservatism request in 

providing financial statement. Ma Tao (2010) investigated impacts of accounting conservatism on 

investment incentives by managers. Results indicate the negative relationship between conservatism and 

firms’ investment and future operational performance for companies which had encountered financial 

constraints. Bohl et al., (2009) in their paper pointed that appearing institutional investors in capital 

market will advance it toward efficiency. So that institutional investors by reliance on their influence in 

the market, can monitor presenting accurate information by companies and respecting professional ethic 

and increase accuracy and correctness of information. Bushee et al., (2008) have analyzed this issue that 

institutional investors prefer to form their portfolio in the companies with the better governance 

mechanism. This research showed that however institutional investors have incentives to invest in the 

companies with the better governance mechanism, but there is no relationship between institutional 

ownership and corporate governance. Lara et al., (2007) have examined the relationship between 

accounting conservatism and investment efficiency. Findings indicate that there is a negative relationship 

between conservatism and criteria of insufficient and excessive investment and there is positive 

relationship between conservatism and future profitability. So, firms which have more conservatism 

reporting, take an action to do more efficient and more profitable investment. Ahmed and Duellman 

(2007) showed that in one hand, percentage of foreign managers in the board of directors has the positive 

relationship with conservatism and in another hand; rate of domestic managers has the negative 

relationship with conservatism. Ahmed and Duellman have used American samples in their research and 

acted based on general accepted accounting principles. Of course, unlike Basu model, their earnings time 

asymmetry criterion is not based on earnings response in ratio with stock return of a period. But they have 

introduced an adjusted criterion of Basu Model in Watts study (2005). Therefore, earnings time 

asymmetry criterion is evaluated based on earnings response in ratio with stock return in several periods 

and in an accumulative form. Watts (2003) in his researches has announced that if firms’ contracts with 

different groups like investors and creditors are regulated based on accounting figures, then due to benefit 

conflict between managers and those groups, managers will try to manipulate figures for their benefits. 

Meanwhile, conservatism as an effective contractual mechanism can neutralize biased behaviour of 

managers. Bushee (1998) expresses that institutional investors monitor the firm via collecting information 

and pricing management decisions implicitly and through Company management practice explicitly. 

Watts et al., (1979) believe that conservatism aids performing firm’s strategic system especially studying 

investment procedures. In their viewpoint, conservatism gives timely symptoms to the managers and 

shareholders to investigate to Net Present Value of current projects and take corrective actions. 

Research Hypotheses 

In this paper, 2 primary hypotheses and 4 secondary hypotheses have been considered as the following: 
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The first primary hypothesis: There is a significant relationship between accounting conservatism and 

investment. 

 The first secondary hypothesis: There is a significant relationship between conditional conservatism 

and investment. 

 The second secondary hypothesis: There is a significant relationship between unconditional 

conservatism and investment. 

 The second primary hypothesis: There is a significant relationship between institutional ownership and 

investment. 

 The third secondary hypothesis: There is a significant relationship between ownership of active 

institutional owners (institutional owners who have agent in board of directors) and investment. 

 The fourth secondary hypothesis: There is a significant relationship between ownership of inactive 

institutional owners (institutional owners who don’t have agent in board of directors) and investment. 

Variables and Measurement Strategy  

In this study, multivariable regression is being used to study the relationship between accounting 

conservatism and institutional investment on investment process. Model in this research is driven from 

research ley paper (Xu et al., 2012). To test the first primary hypothesis, the following model is being 

used: 

, 0 1 , 2 , 3 , 4 , 5 , ,i t i t i t i t i t i t i tINV MCONACC NCONACC SIZE Leverage SalesGrowth               

To test the first secondary hypothesis, the following model is being used: 

, 0 1 , 2 , 3 , 4 , ,i t i t i t i t i t i tINV MCONACC SIZE Leverage SalesGrowth             

To test the second secondary hypothesis, the following model is being used: 

, 0 1 , 2 , 3 , 4 , ,i t i t i t i t i t i tINV NCONACC SIZE Leverage SalesGrowth             

To test the second primary hypothesis, the following model is being used: 

, 0 1 , 2 , 3 , 4 , 5 , ,i t i t i t i t i t i t i tINV INACINST ACINST SIZE Leverage SalesGrowth               

To test the third secondary hypothesis, the following model is being used: 

, 0 1 , 2 , 3 , 4 , ,i t i t i t i t i t i tINV INACINST SIZE Leverage SalesGrowth             

To test the fourth secondary hypothesis, the following model is being used: 

, 0 1 , 2 , 3 , 4 , ,i t i t i t i t i t i tINV ACINST SIZE Leverage SalesGrowth             

In which: 

Conditional conservatism: ,i tMCONACC   

Unconditional conservatism: ,i tNCONACC   

Active institutional investors: ,i tINACINST   

Inactive institutional investors: ,i tACINST   

Firm’s size: SIZEi,t 

Financial leverage: ,i tLeverage   

,   i tSalesGrowth   

Firm’s investment: ,   i tINV   

Error :ε 

Independent Variables 

Accounting Conservatism 

Independent variable in this research is accounting conservatism. In this study, conservatism has been 

divided into conditional conservatism and conditional conservatism which can be evaluated as the 

following: 

Conditional conservatism: 
Non operating accruals

( 1)
Total asset 

m


    
(1) 
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Unconditional conservatism: 
Total accurals 

( 1)
Total asset 

n     
(2) 

Accruals and non-operating accruals can be calculated by the following relations: 

ACC it = NI it + DEP it – CFO it                                                                                                              

 

(3) 

OACC = ΔAR it + ΔIa + ΔPE it – ΔAP it – ΔTP it (4) 

 

NoACCit = ACC it – oACC (5) 

 

In which: 

ACC: Accumulated accruals  

ΔI: Change in Inventory 

NI: Net Income before extraordinary items 

ΔPE: Changes in Prepayments 

DEP: Depreciation costs 

Cfo: Operating cash flow 

OACC: Operating accruals  

ΔAR: Changes in received accounts 

ΔAP: Changes in paid accounts 

ΔTP: Changes in paid tax 

No ACC: Non-operating Accruals  

The main purpose to choose these 2 models for conservative measurement is as the following: 

 Current models for measuring conservatism are encountering various errors. 

 Information used in this research is based on accounting information in which market indices haven’t 

been used. Due to accessibility to the financial statements, to measure latent conservatism in financial 

statement, this model is more appropriate for developing markets such as Iran capital market (BaniMahd 

and Baghbani, 2009). 

Ownership of Institutional Investors 

It is equal to percentage of share kept by great investors such as banks, insurance companies, investor 

companies etc. (Bushee, 1998). In this study, institutional investors have been categorized into two 

categories: active and inactive. Inactive institutional investors have high cash flow and have momentum 

trading strategies. They also don’t have incentive to control manager and have agent in board of directors 

of investee companies. In contrast, active institutional investors have long-term view and consider 

companies’ long-term performance. So, they are motivated to have agent in board of directors of investee 

companies. 

ACINST: Ratio of common share belong to the active institutional investors (institutional investors who 

have agent in board of directors). 

INACINST: Ratio of common share belong to the inactive institutional investors (institutional investors 

who don’t have agent in board of directors). 

Dependent Variable: Firm’s Investment  

In this research, investment has been considered as the cash paid for acquisition or construction of fixed 

assets; intangible assets or other noncurrent assets divided by total assets at the beginning of period. 

1t

COF
INV

TA 

  Relation 
(6) 

INV: Investment  

COF: Cash paid for acquisition or construction of fixed assets 

TA t-1: Total assets at the beginning of period. 
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Control variables: 

1) Firm’s size: In the present study, size is equal to the natural logarithm of total assets at the end of 

period. 

2) Financial leverage: This variable has been defined as the total debt to the total assets at the end of 

period. 

3) Sale growth index: This variable has been defined as the total sale changes to the sale prior to period. 

 

MATERIALS AND METHODS 

Research Methodology 

Current study in terms of goal-based-classification is applied research .also, in terms of methodology and 

nature; it is descriptive-correlation research. In this study, the main aim is to determine the relationship 

between variables.  

For this purpose, based on scales of variables measurement, appropriate indices are considered. Data 

measurement scale is the relative scale. Relative scale is providing the highest and most accurate 

measurement level.  

Due to this issue that this research is aimed to understand the correlation between accounting 

conservatism and institutional investors with investment and correlation researches include all of 

researches in which it is trying to discover and determine the relationship between different variables 

using correlation coefficient, so correlation coefficient is an accurate index which expresses how much 

variable changes are dependent on other variable. 

Research Population  

Statistical population refers to the all groups, people, occurrences or stuffs which researches want to 

search about them. To do each research, specifying statistical population is one of the necessities, because 

researches have to know his job area in advance to be able to collect information and data required for 

investigation and analysis. Statistical population in this study is all of companies accepted in Tehran stock 

exchange.  

Method of Data Collection and Analysis 

In data collection, research theoretical topics have been accumulated through studying references, 

journals, domestic and foreign references existed in the books and also using internet. Information 

collection has been done using companies’ basic information.  

That is, research required information and data has generally been obtained using library method, 

NovinRahavard software, referring to Tehran stock exchange market and studying financial statements of 

companies accepted in Tehran stock exchange market during 2007 to 2011.  

In this case, in addition to fundamental financial statements, information related to financial statements 

has been extracted from stock exchange information site. After respective collecting information, Excel 

software has been applied to rank information and calculate variables and eventually obtained information 

was analyzed using Eviews software. 

Hypotheses Test  

According to the results obtained from data analysis, results of the current study will be as the following: 

The First Primary Hypothesis 

Based on this hypothesis, it is expected that there is a significant relationship between accounting 

conservatism and investment. 

The first primary hypothesis has been statistically formulated as the following: 

H0: There is not a significant relationship between accounting conservatism and investment. 

H1: There is a significant relationship between accounting conservatism and investment. 



Indian Journal of Fundamental and Applied Life Sciences ISSN: 2231– 6345 (Online) 
An Open Access, Online International Journal Available at www.cibtech.org/sp.ed/jls/2014/04/jls.htm 
2014 Vol. 4 (S4), pp. 2850-2859/Mansoori and Kiamehr 

Research Article 

© Copyright 2014 | Centre for Info Bio Technology (CIBTech)  2855 

 

Table 1: Results obtained from the first primary hypothesis 

, 0 1 , 2 , 3 , 4 , 5 , ,     i t i t i t i t i t i t i tINV MCONACC NCONACC SIZE Leverage SalesGrowth              

Variables  Estimated 

coefficient 

Standard 

error 

T 

statistics 

T test  

 0.017230 0.010854 1.587447 0.1130 

 0.022359 0.008548 2.615622 0.0092 

 -0.021839 0.008557 -2.552107 0.0110 

 0.002331 0.000769 3.031779 0.0026 

 -0.022762 0/006474 -3.515820 0.0005 

 -8.10E-06 1.57E-05 -0.517172 0.6053 

Coefficient of determination  0.432793 F statistics  5.814746 Durbin-Watson test 

Adjusted coefficient of 

determination 

0.278363 F probability  0.000031 2.414086 

 

Results obtained from estimation shows that t test probability for coefficients of variables such as 

conditional conservatism, unconditional conservatism, firm’s size and financial leverage to investment is 

less than 5%.  

Therefore, estimated coefficient of aforementioned variables is significant and conditional conservatism 

and firm’s size to investment have a positive relationship and estimated coefficient of unconditional 

conservatism and financial leverage to investment have a negative and reverse relationship, but since t 

statistics of variable of sales growth to investment is more than 5%, so this relationship is not statistically 

significant and with 95% confidence, the first hypothesis for this variables is rejected. Coefficient of 

determination indicates the explanatory power of the independent variables which are able to describe 

43% of dependent variable changes.  

F statists expresses that the model is statistically significant. In respect with the hypothesis and due to this 

fact that variables of conditional conservatism, unconditional conservatism, firm’s size and financial 

leverage to investment will remain in the model, H0hypothesis is rejected.  

That is, there is a significant relationship between accounting conservatism and investment. Regression 

equation is as the following: 

, , , , ,0.017230 0.022359 0.021839 0.002331 0.022762i t i t i t i t i tINV MCONACC NCONACC SIZE Leverage       

The First Secondary Hypothesis 

The first secondary hypothesis has been statistically formulated as the following: 

H0: There is not a significant relationship between conditional conservatism and investment. 

H1: There is a significant relationship between conditional conservatism and investment. 

 

Table 2: Results obtained from the first secondary hypothesis 

, 0 1 , 2 , 3 , 4 , ,     i t i t i t i t i t i tINV MCONACC SIZE Leverage SalesGrowth            

Variables  Estimated 

coefficient 

Standard error T statistics T test  

 0.018549 0.010902 1.701436 0.0895 

 0.000578 0.000484 3.194016 0.0330 

 0.002321 0.000773 3.002220 0.0028 

 -0.023481 0.006504 -3.610403 0.0003 

 -8.00E-06 1.57E-05 -0.507804 0.6118 

Coefficient of 

determination  

0.427172 F statistics  5.578117 Durbin-Watson 

test 

Adjusted coefficient of 

determination 

0.273061 F probability  0.000213 2.382699 
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t test probability for coefficients of variables such as conditional conservatism, firm’s size and financial 

leverage to investment is less than 5%. Therefore, estimated coefficient of aforementioned variables is 

significant and conditional conservatism and firm’s size to investment have a positive relationship and 

estimated coefficient of financial leverage to investment have a negative and reverse relationship, but 

since t statistics of variable of sales growth to investment is more than 5%, so this relationship is not 

statistically significant and with 95% confidence, the first hypothesis for this variables is rejected. 

Coefficient of determination indicates the explanatory power of the independent variables which are able 

to describe 43% of dependent variable changes. F statists expresses that the model is statistically 

significant. In respect with the hypothesis and due to this fact that variables of conditional conservatism, 

firm’s size and financial leverage to investment will remain in the model, H0hypothesis is rejected. That 

is,there is a significant relationship between conditional conservatism and investment. Regression 

equation is as the following: 

, , , ,0.018549 0.000578 0.002321 0.023481i t i t i t i tINV MCONACC SIZE Leverage      

The second secondary hypothesis 

The second secondary hypothesis has been statistically formulated as the following: 

H0: There is not a significant relationship between unconditional conservatism and investment. 

H1: There is a significant relationship between unconditional conservatism and investment. 

 

Table 3: Results obtained from the second secondary hypothesis 

, 0 1 , 2 , 3 , 4 , ,     i t i t i t i t i t i tINV NCONACC SIZE Leverage SalesGrowth            

Variables Estimated 

coefficient 

Standard 

error 

T statistics T test 

 0.018504 0.010907 1.696526 0.0904 

 -0.000508 0.000484 -3.048968 0.0347 

 0.002325 0.000773 3.007372 0.0028 

 -0.023491 0.006506 -3.610605 0.0003 

 -8.00E-06 1.58E-05 -0.507959 0.6117 

Coefficient of 

determination 

0.426266 F statistics 5.493367 Durbin-Watson test 

Adjusted coefficient of 

determination 

0.271911 F probability 0.000247 2.380793 

 

Results obtained from estimation shows that t test probability for coefficients of variables such as 

unconditional conservatism, firm’s size and financial leverage to investment is less than 5%. Therefore, 

estimated coefficient of aforementioned variables is significant and firm’s size to investment has a 

positive relationship and estimated coefficient of unconditional conservatism and financial leverage to 

investment have a negative and reverse relationship, but since t statistics of variable of sales growth to 

investment is more than 5%, so this relationship is not statistically significant and with 95% confidence, 

the first hypothesis for this variables is rejected. Coefficient of determination indicates the explanatory 

power of the independent variables which are able to describe 42% of dependent variable changes. F 

statists expresses that the model is statistically significant. In respect with the hypothesis and due to this 

fact that variables of unconditional conservatism, firm’s size and financial leverage to investment will 

remain in the model, H0hypothesis is rejected. That is, there is a significant relationship between 

unconditional conservatism and investment. Regression equation is as the following: 

, , , ,0.018504 0.000508 0.002325 0.023491i t i t i t i tINV NCONACC SIZE Leverage      

The Second Primary Hypothesis 

The second primary hypothesis has been statistically formulated as the following: 

H0: There is not a significant relationship between institutional ownership and investment. 

H1: There is a significant relationship between institutional ownership and investment. 
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Table 4: Results obtained from the second primary hypothesis 

, 0 1 , 2 , 3 , 4 , 5 , ,     i t i t i t i t i t i t i tINV INACINST ACINST SIZE Leverage SalesGrowth              

Variables  Estimated 

coefficient 

Standard 

error 

T 

statistics 

T test  

 0.020049 0.018736 1.070059 0.2852 

 -0.016530 0.009946 -1.661981 0.0971 

 0.038760 0.023211 1.669882 0.0956 

 0.002188 0.000774 2.828566 0.0049 

 -0.022000 0.006516 -3.376290 0.0008 

 -8.40E-06 1.57E-05 -0.534985 0.5929 

Coefficient of 

determination  

0.419829 F statistics  5.328580 Durbin-Watson test 

Adjusted coefficient of 

determination 

0.261869 F probability  0.000088 2.353760 

 

t test probability for coefficients of variables such as firm’s size and financial leverage to investment is 

less than 5%.  

Therefore, estimated coefficient of aforementioned variables is significant and firm’s size to investment 

has a positive relationship and estimated coefficient of financial leverage to investment has a negative and 

reverse relationship, but since t statistics of variables of sales growth to investment and active institutional 

ownership is more than 5%, so this relationship is not statistically significant and with 95% confidence, 

the first hypothesis for this variables is rejected. Coefficient of determination indicates the explanatory 

power of the independent variables which are able to describe 42% of dependent variable changes. 

 F statists expresses that the model is statistically significant. In respect with the hypothesis and despite 

this fact that variables of firm’s size and financial leverage to investment will remain in the model, 

H0hypothesis is accepted.  

That is, there is not a significant relationship between institutional ownership and investment. Regression 

equation is as the following: 

, , ,0.020049 0.002188 0.0220i t i t i tINV SIZE Leverage     

The Third Secondary Hypothesis 

The third secondary hypothesis has been statistically formulated as the following: 

H0: There is not a significant relationship between ownership of active institutional owners (institutional 

owners who have agent in board of directors) and investment. 

H1: There is a significant relationship between ownership of active institutional owners (institutional 

owners who have agent in board of directors) and investment. 

 

Table 5: Results obtained from the third secondary hypothesis 

, 0 1 , 2 , 3 , 4 , ,i t i t i t i t i t i t
INV INACINST SIZE Leverage SalesGrowth            

Variables  Estimated 

coefficient 

Standard 

error 

T statistics T test  

 0.020085 0.018770 1.070053 0.2853 

 0.000184 0.000109 1.688073 0.0920 

 0.002242 0.000774 2.895770 0.0039 

 -0.022377 0.006524 -3.430036 0.0007 

 -8.50E-06 1.57E-05 -0.540334 0.5892 

Coefficient of determination  0.416258 F statistics  2.650523 Durbin-Watson 

test 

Adjusted coefficient of 

determination 

0.259210 F probability  0.000000 2.368160 
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Results obtained from estimation shows that t test probability for coefficients of variables such as firm’s 

size and financial leverage to investment is less than 5%. Therefore, estimated coefficient of 

aforementioned variables is significant and firm’s size to investment has a positive relationship and 

estimated coefficient of financial leverage to investment has a negative and reverse relationship, but since 

t statistics of variables of active institutional ownership and sales growth to investment are more than 5%, 

so this relationship is not statistically significant and with 95% confidence, the first hypothesis for this 

variables is rejected. Coefficient of determination indicates the explanatory power of the independent 

variables which are able to describe 42% of dependent variable changes. F statists expresses that the 

model is statistically significant. In respect with the hypothesis and despite this fact that variables of 

firm’s size and financial leverage to investment will remain in the model, H0hypothesis is accepted. That 

is, there is not a significant relationship between ownership of active institutional owners (institutional 

owners who have agent in board of directors) and investment. Regression equation is as the following: 

, , ,0.020085 0.002242 0.022377i t i t i tINV SIZE Leverage     

The Fourth Secondary Hypothesis 

The fourth secondary hypothesis has been statistically formulated as the following: 

H0: There is not a significant relationship between ownership of inactive institutional owners (institutional 

owners who have agent in board of directors) and investment. 

H1: There is a significant relationship between ownership of inactive institutional owners (institutional 

owners who have agent in board of directors) and investment. 

 

Table 6: Results obtained from the fourth secondary hypothesis 

, 0 1 , 2 , 3 , 4 , ,     i t i t i t i t i t i tINV ACINST SIZE Leverage SalesGrowth            

Variables  Estimated 

coefficient 

Standard 

error 

T statistics T test  

 0.016466 0.010909 1.509349 0.1318 

 7.84E-05 4.67E-05 1.680241 0.0935 

 0.022243 0.000774 2.796788 0.0049 

 -0.032383 0.006524 -3.521014 0.0002 

 -8.49E-06 1.57E-05 -0.540220 0.5893 

Coefficient of determination  0.406158 F statistics  2.750523 Durbin-Watson 

test 

Adjusted coefficient of 

determination 

0.259210 F probability  0.000000 2.348120 

 

Results obtained from estimation shows that t test probability for coefficients of variables such as firm’s 

size and financial leverage to investment is less than 5%. Therefore, estimated coefficient of 

aforementioned variables is significant and firm’s size to investment has a positive relationship and 

estimated coefficient of financial leverage to investment has a negative and reverse relationship, but since 

t statistics of variables of inactive institutional ownership and sales growth to investment are more than 

5%, so this relationship is not statistically significant and with 95% confidence, the first hypothesis for 

this variables is rejected. Coefficient of determination indicates the explanatory power of the independent 

variables which are able to describe 42% of dependent variable changes. F statists expresses that the 

model is statistically significant. In respect with the hypothesis and despite this fact that variables of 

firm’s size and financial leverage to investment will remain in the model, H0hypothesis is accepted. That 

is, there is not a significant relationship between ownership of inactive institutional owners (institutional 

owners who have agent in board of directors) and investment. Regression equation is as the following: 
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, , ,0.016466 0.022243 0.032383i t i t i tINV SIZE Leverage     

Conclusion 
Based on research hypotheses, it had been anticipated that there is a significant relationship between 

conservatism and investment. Accordingly, with respect to 2 famous criteria of conservatism 

measurement, 2 hypotheses were formularized in this context. Due to significant relationship between 

conditional and unconditional conservatism with investment, it seems that by identifying conservative 

optimal level, it can be also hopeful to increase investment. Hence, investors can predict investment rate 

using identification of firm’s conservatism level. With the aid of this relation, they can gain their 

respective profit and eventually they can inter stock exchange market by the vaster view. This issue will 

lead to Iranian capital market boom. Furthermore, despite this matter that current resources indicate that 

institutional ownership has changes to one of the most prevalent expressions in the world trade 

vocabularies at the beginning of the new millennium, having corporative governance mechanisms 

guarantees benefit of  shareholders, buyers, debtors and other beneficiaries in decision makings and 

decisions made by administrative committees, but in general summary and conclusion of the relationship 

between institutional ownership and investment, it can be articulated that there is no significant 

relationship between institutional ownership and investment in the in the area of this study. 
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