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The impact of the level of cash holdings on the investment
efficiency of the firm in the context of corporate governance:
Theoretical Study
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Abstract:

The aim of this study is to provide a comprehensive
theoretical framework about the impact of the level of cash
holdings on firm’s investment efficiency, and also the impact of
applying corporate governance on the strength and direction of
that relationship. This goal was achieved through discussing and
analyzing of previous literature related to that relationship.

results of the study reveals that cash holdings are considered
one of the important sources for financing the company’s
investments, holding an appropriate level of cash helps
achieving firm’s investment efficiency, however, these results are
dependent on some factors such as the extent of strong
governance systems applied in the firm, and Reduction in
agency problems between management and shareholders, as
These factors help in making optimal use of the cash holdings in
a way that achieves the efficiency of the firm’s investments and
avoids cases of investment inefficiency.

Key Words: Cash Holdings, Investment Efficiency, Corporate
Governance.
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