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Abstract

The main purpose of the current research is to explain the relationship between cash flow risk and investment in
firm’s innovation, emphasizing financial incapacity in companies listed on the Tehran Stock Exchange. In order
to achieve this goal, 1136 company-years (142 companies for 8 years) of observations collected from the annual
financial reports of firm admitted to the Tehran Stock Exchange during the period of 2015 to 2022 have been
tested. The results of multivariate linear regression analysis show that there is a negative and significant
relationship between cash flow risk and investment in company innovation, in other words, as cash flow risk
increases, investment in firm innovation decreases. The results also show that financial incapacity has a positive
and significant effect on the negative relationship between cash flow risk and investment in firm innovation, in
other words, in the presence of financial incapacity, the negative relationship between cash flow risk and
investment in firm innovation is strengthened.

Keywords: Cash Flow Risk, Investment in Firm Innovation, Financial Incapacity
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