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An investigation on the relation between corporate
governance mechanisms and conservatism among firms
listed on Tehran stock exchange

Abstract

As for variate motivations, managers are about to faster
recognition of earnings and postponing of losses and expenses.
Conservatism is a constraint that takes the ability and desire of this
opportunistic behavior from managers. Firm’s board as a governance
factor with a directing and monitoring role over the executive
manager’s activities and institutional investors as outside controllers,
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have a deserving importance in more appropriate firm’s direction,
including adoption of more conservative accounting procedures.

This study examines the impacts of corporate governance
mechanisms on degree of conservatism among firms listed on Tehran
stock exchange. Fore measuring conservatism, we use the asymmetric
timeliness measure of Basu, and the accrual measure of Ball and
Shivakumar.

Among corporate governance mechanisms, institutional ownership,
percentage of non-executive directors, and managerial ownership are
used as independent variables. We also tested hypotheses using a
pooled cross-sectional OLS regression.

Findings show a positive relation between institutional ownership and
conservatism. The same relation is observed between managerial
ownership and conservatism. Furthermore a negative relation exists
between Percentages of non-executive directors and conservatism.

Key words: conservatism, Asymmetric timeliness, Corporate
governance, Institutional ownership, Non-executive directors,
managerial ownership
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