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Table 6 Investor Relation Management and Cash Value: Influence of Corporate Visibility
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Table 9 Investor Relation Management and Cash Value:
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Investor Relation Management and Corporate Cash Value

Y1 Zhihong, DING Yanping, CAO Rong
School of Business, Renmin University of China, Beijing 100872, China

Abstract: As an important component of corporate value, the influencing factors of cash value has become the focus for both
academia and industry. Yet the existing literature mainly focuses on the effect of traditional internal and external corporate
governance mechanisms, such as internal control system and product market competition, on cash value. Much less attention is
paid to the effect of investor relation management (IRM, a fashionable special governance mechanism implemented by com-
panies from inside to outside) on cash value.

Based on the principal-agent theory, this study uses non-financial firms listed in the A-share market of Shanghai and
Shenzhen Stock Exchanges from 2012 to 2017 as research samples, and then tests the influence of IRM on cash value by con-
ducting the multiple regression method. On this basis, this study groups the samples by the degree of corporate visibility and
the property of ownership to explore the relationship between IRM and cash value. Furthermore, we explore the mediating role
of the two types agency costs in the impact of IRM on the cash value. In addition, we examine the relationship between IRM
and the level of excess cash holdings as well as that between IRM and the investment efficiency to further verify the specific
mechanism of IRM on cash value from both internal and external perspectives.

Our results indicate that IRM has a significant positive effect on cash value. This effect is more pronounced among com-
panies with lower visibility (measured by lower analyst coverage and lower institutional ownership) and non-state ownership.
The results of the mechanism test show that IRM significantly reduces the agency costs of management and major sharehold-
ers and enhances cash value consequently. Our further study finds that companies with better IRM have lower level of excess

cash holdings and higher level of investment efficiency, suggesting that IRM could significantly reduce the space of interest en-
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croaching of management and large shareholders, and reduce the deviation of the company’s investment level from the optimal
level due to the interest encroaching behavior. This provides further evidence and explanation for the positive effect of IRM on
cash value.

This study contributes to the relevant research on the influencing factors of cash value and the economic consequences of
IRM. It provides reliable empirical evidence for regulators to comprehensively evaluate the economic consequences of IRM
system and to better guide the listed companies through their investor relations management. Besides, this research also has
certain guiding significance to further improve corporate governance, optimize cash management, promote corporate value, and
effectively protect the interests of investors.

Keywords: investor relation management; cash value; agency cost; corporate visibility; property of ownership
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