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Abstract

This study examines the moderating role of women's presence in top management levels
and economic policy uncertainty on the relationship between managerial myopia and the
expansion of corporate financialization. The primary objective is to analyze the impact of
managers' myopia on increasing companies' dependence on financial activities rather than
productive investments, with a focus on Iran's automotive industry, which is heavily affected
by economic fluctuations. The research methodology is descriptive-correlational and ex-post
facto, with the statistical population consisting of 30 automotive companies listed on the
Tehran Stock Exchange and Over-the-Counter Market during the period from 1389 to 1403
(450 firm-year observations). Data were extracted from the Codal system and Rahavard
Novin software and analyzed using dynamic regression models to estimate the normal level
of financialization and quantile regression to test the hypotheses. Managerial myopia was
measured using abnormal deviations in asset returns and marketing expenses, while
excessive financialization was defined as the positive residual from the normal model. The
findings indicate that managerial myopia significantly intensifies financialization
(particularly in the lower and upper quantiles of the distribution), but the presence of
women on the board of directors weakens this relationship and plays a deterrent role
(significant in the lower quantiles). However, economic policy uncertainty does not have a
significant moderating role, and the relationship remains independent of macroeconomic
fluctuations. The study's conclusion emphasizes the need to enhance gender diversity on
boards of directors and to revise managerial compensation systems to reduce focus on
short-term interests, which can increase corporate sustainability. This research contributes
to knowledge advancement and fills the existing research gap by simultaneously examining
these factors in Iran's unstable economic context, providing practical evidence for improving
corporate governance.
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Extended Abstract

Introduction

The article investigates the effect of managerial
myopia on the financialization of firms and
examines whether board gender diversity and
economic policy uncertainty moderate this
relationship.  Financialization refers to the
increasing dominance of financial motives,
financial assets, and short-term financial returns in
corporate decision-making, often at the expense of
productive investment, innovation, and long-term
organizational development. Although financial
activities may provide firms with liquidity and

alternative  sources of  return, excessive
financialization can redirect resources away from
operational  capabilities and weaken the

foundations of sustainable growth. In this context,
the growing emphasis on stock prices, earnings per
share, short-term profitability, and immediate
market reactions has intensified managerial
pressure to achieve rapid results.

Managerial myopia constitutes a central
explanation for this tendency. Myopic managers
prioritize immediate performance indicators over
the long-term interests of the firm. They may
reduce research and development expenditure,
postpone capacity expansion, limit productive
investment, or undertake earnings-management
practices in order to improve short-term accounting
and market outcomes. Financial assets and
speculative  opportunities may  consequently
become attractive because they can generate rapid
and visible returns. The article therefore
conceptualizes financialization not merely as a
financial choice, but as a potential organizational
consequence of short-term managerial orientation.

The study is particularly important in the Iranian
context, where firms operate under capital
constraints, exchange-rate volatility, regulatory
companies to seek rapid returns through financial
activities rather than commit productive and
financial resources. These conditions may
encourage companies to seek rapid returns through
financial activities rather than commit resources to
long-term productive projects. The Iranian
automotive industry provides an appropriate
setting for examining this issue because of its
strategic economic importance, extensive supply

and
policy

chains, substantial
sensitivity  to
developments.

capital requirements,
macroeconomic  and

The article also considers two institutional and
governance-related moderators. The first is board
gender diversity. Based on diversity and corporate-
governance perspectives, the presence of women
on corporate boards may strengthen monitoring,
reduce excessive managerial confidence, improve
transparency, discourage groupthink, and promote
more balanced strategic decisions. Female
directors may therefore constrain managers’
tendency to sacrifice long-term value for
immediate financial outcomes. The second
moderator is economic policy uncertainty. Under
uncertain  policy conditions, managers may
postpone irreversible productive investments and
prefer liquid, flexible, and relatively reversible
financial assets. Economic policy uncertainty
could thus intensify the effect of managerial
myopia on corporate financialization. Against this
background, the study examines whether
managerial myopia increases financialization and
whether board gender diversity and economic
policy uncertainty alter the strength of this
relationship.

Methodology

The study is applied in terms of its objective and
follows a descriptive—correlational, ex post facto
research design. Its statistical population consists
of automotive and auto-parts manufacturing
companies listed on the Tehran Stock Exchange
and Iran Fara Bourse. The selection of this industry
reflects its strategic significance in the Iranian
economy and the availability of relatively
comprehensive ~ financial and  governance
information through corporate annual reports and
the CODAL disclosure system.

The research period covers 2010 to 2024. Firms
were selected through purposive sampling. The
inclusion criteria required companies to have been
listed before the beginning of the research period,
to have remained continuously active during the
period, and to provide complete financial
information and governance data. Applying these
criteria resulted in a sample of 30 companies and
450 firm-year observations. Financial statements,
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annual reports, board-composition information,
and other relevant corporate disclosures were
collected and cross-checked with information
available through CODAL in order to improve the
reliability of the research database.

The primary explanatory variable is managerial
myopia, which represents managers’ emphasis on
immediate performance and short-term outcomes
rather than long-term value creation. The
dependent variable is corporate financialization,
reflecting the extent to which firms allocate
resources toward financial activities and assets
relative to productive and operational activities.
Board gender diversity is incorporated as a
governance-related moderating variable, while
economic policy uncertainty represents the
macroeconomic and institutional moderator. The
empirical models also include relevant firm-level
control variables, such as sales growth, financial
leverage, lagged leverage, and firm size.

To analyze the data, the study uses panel-data
techniques and quantile regression. The application
of quantile regression is a significant
methodological choice because it allows the effect
of managerial myopia to be examined at different
points of the financialization distribution. Mean-
based regression methods may conceal important
differences between firms with low, moderate, and
high levels of financialization. Quantile analysis,
by contrast, makes it possible to determine whether
managerial myopia has a uniform effect or whether
its consequences are stronger in particular groups
of firms. Separate specifications are used to
estimate the direct effect of managerial myopia and
the interaction effects involving board gender
diversity and economic policy uncertainty.

Results and discussion

The empirical findings demonstrate that
managerial myopia has a positive and statistically
significant effect on excessive corporate
financialization. However, this effect is not
identical across all firms. The quantile-regression
results indicate that the relationship is significant
particularly at the lower and upper quantiles of the
financialization distribution. Among firms with
relatively low levels of financialization, myopic
managers may redirect resources away from long-

term productive projects and toward financial
assets as a means of achieving rapid and
observable improvements in performance. At the
upper end of the distribution, managerial myopia
appears to reinforce an already established
dependence on financial activities, encouraging

further accumulation of financial assets and
speculative  behavior instead of productive
investment.

These findings support the argument that short-
term  managerial incentives can transform
financialization into a strategic substitute for long-
term value creation. When managers are assessed
primarily according to immediate accounting or
market indicators, financial transactions may
appear more attractive than projects whose benefits
materialize over a longer horizon. The results are
therefore consistent with agency-based
explanations of corporate financialization and with
the view that managerial incentives influence the
allocation of corporate resources.

The control-variable results provide additional
insights. Sales growth has a positive effect in the
higher quantiles, suggesting that firms with
stronger growth conditions may possess greater
resources and opportunities to engage in financial
investment. Financial leverage produces a mixed
pattern. Current leverage is positively associated
with financialization, whereas lagged leverage has
a negative effect. A possible explanation is that
current borrowing may provide firms with
resources  for  financial  activities,  while
accumulated debt obligations in subsequent
periods create repayment pressure and restrict the
capacity to invest in financial assets. Firm size also
affects financialization, as larger firms generally
have better access to financial markets, greater
asset-management capabilities, and more extensive
opportunities to undertake financial transactions.

The moderating analysis shows that board gender
diversity significantly weakens the positive
relationship between managerial myopia and
financialization, especially among firms located in
the lower quantiles of the financialization
distribution. The presence of women on the board
may improve monitoring quality, increase
sensitivity to risk, reduce excessive confidence,
and encourage more balanced consideration of
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long-term strategic consequences. Accordingly,
gender-diverse boards appear to limit the ability of
myopic managers to replace productive investment
with short-term financial activities. This finding
highlights the importance of board composition as
a practical corporate-governance mechanism.

In contrast, economic policy uncertainty does not
significantly moderate the relationship between
managerial myopia and financialization. Although
theory suggests that uncertainty may encourage
firms to prefer liquid financial assets and postpone
irreversible investment, the Iranian institutional
environment may explain the absence of a
statistically ~ significant  incremental  effect.
Persistent economic instability may have become a
normalized feature of managerial decision-making.
Consequently, managers may already incorporate a
high level of uncertainty into their routine
expectations, meaning that additional variation in
policy uncertainty produces only a limited
marginal influence on the relationship under
examination.

Conclusion

The study concludes that managerial myopia is an
important determinant of excessive corporate
financialization in the Iranian automotive industry.
Short-term-oriented managers are more likely to
favor financial activities that generate rapid and

visible returns, while reducing attention to
productive investment and long-term
organizational development. The effect is

particularly evident among firms at the lower and
upper ends of the financialization distribution,
demonstrating the  value of  examining
heterogeneous effects rather than relying
exclusively on average regression estimates.

The findings further indicate that board gender
diversity can mitigate the adverse influence of
managerial myopia. Greater female representation
on corporate boards appears to strengthen
monitoring, improve decision quality, reduce
short-term bias, and encourage a more sustainable
allocation of corporate resources. In contrast,
economic policy uncertainty does not significantly
alter the relationship, possibly because persistent
instability has already become embedded in Iranian
firms’ decision-making processes.

From a practical perspective, the results support
policies aimed at strengthening corporate
governance, improving the alignment between
managerial ~ compensation and  long-term
performance, and promoting greater gender
diversity on corporate boards. Firms should also
develop performance-evaluation systems that
recognize innovation, productive investment, and
sustainable value creation rather than focusing
narrowly on short-term financial indicators. Future
research may extend the analysis to other

industries, examine  additional  governance
mechanisms, employ alternative measures of
managerial myopia and financialization, and

conduct comparative studies across emerging
economies.
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