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Abstract: Purpose: This study examines the role of board gender diversity in shaping cor‑
porate financial decisions, particularly in terms of debt structure and risk management.
Focusing on the Tehran Stock Exchange, it explores how female representation on boards
influences long‑term and short‑term leverage decisions, focusing on the moderating effect
of board compensation. Design/Methodology: Utilising a quantitative ex post facto de‑
sign, the study analyses data from 114 companies listed on the Tehran Stock Exchange
between 2017 and 2021. Multivariate regression techniques, including year‑ and industry‑
fixed effects, are employed to investigate the relationship between board gender diversity,
debt structure, and risk‑taking behaviour. Findings: The results reveal a significant nega‑
tive relationship between female board representation and long‑term debt, suggesting that
companies with more female directors tend to adopt more conservative debt structures,
thereby reducing risk. Additionally, the findings demonstrate that board compensation
moderates this relationship by curbing managerial risk‑taking, further improving finan‑
cial decision‑making. Originality/Value: This research provides novel insights into the
intersection of board gender diversity and risk management in financial decision‑making,
particularly in the context of a developing economy like Iran. It also offers practical im‑
plications for firms seeking to optimise their debt structures while maintaining sound risk
management practices.

Keywords: board gender diversity; debt structure; risk management; corporate financing;
Tehran Stock Exchange

1. Introduction
The role of gender diversity on corporate boards has become a pivotal area of inter‑

est as firms strive for balanced financial decision‑making and effective risk management
strategies. This study builds on this discourse by examining how female representation on
corporate boards influences debt structure and risk‑taking in financing decisions, particu‑
larly in the context of emerging markets such as Iran. While traditional finance theory em‑
phasises the importance of strategic debt management to maintain liquidity and mitigate
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agency conflicts, this research investigates whether the presumed risk aversion attributed
to female directors contributes to more conservative debt structuring. Through exploring
board diversitywithin Iran’s distinct socio‑cultural and regulatory environment, this study
highlights the potential of gender‑diverse boards to foster financial resilience and ethical
governance practices in response to market uncertainties.

The impact of gender diversity on corporate decision‑making, particularly concerning
financial decisions and risk management, has received growing attention in recent years.
In today’s dynamic business environment, strategically managing debt and risk is crucial
to ensuring corporate financial sustainability. This study builds on this growing body of re‑
search by examining the influence of board gender diversity on financial riskmanagement,
particularly in the context of corporate debt structure in Iran.

Rooted in traditional finance theories, firms must carefully manage various risk fac‑
tors, such as liquidity and refinancing risks, to achieve optimal financial outcomes. Debt
maturity decisions are crucial in managing financial risks by balancing short‑term obliga‑
tions with long‑term financial stability. This study investigates whether female directors,
perceived asmore risk‑averse, prefer debt structures that reduce financial risk andmitigate
potential agency conflicts between shareholders and managers.

By exploring the moderating role of board compensation, this research aims to pro‑
vide further insights into howgender diversity and financial incentives influence corporate
risk management. Iran’s unique socio‑cultural and regulatory context presents an oppor‑
tunity to contribute to the broader literature on gender diversity and risk management in
emerging markets. The findings of this study are expected to offer practical implications
for corporate governance and risk management frameworks, aligning with the themes of
the special issue on financial analysis and risk management.

2. Literature Review
The impact of female directors on corporate decision‑making has garnered extensive

scholarly attention, particularly in promoting diversity and enhancing governance prac‑
tices. This study builds upon this foundation by investigating the influence of female board
representation on financing decisions and debt structure choices within the unique con‑
text of Iran. Unlike Western countries, where corporate governance structures and cul‑
tural norms differ significantly, Iran presents a distinctive setting to explore these dynam‑
ics. The gender ethics framework suggests that women exhibiting higher moral standards
may prefer shorter‑maturity debt to align with shareholder interests, thus mitigating debt‑
related agency problems. Additionally, behavioural perspectives propose that female di‑
rectors, presumed to exhibit greater risk aversion, may opt for longer‑maturity debt to
effectively manage liquidity and refinancing risks.

Rooted in traditional finance theories, corporations navigate various factors to determine
the optimal debt maturity structure, including liquidity/refinancing risk, mispricing risk,
and under/overinvestment problems. This choice is crucial for financial policy and serves
as a regulatory mechanism to address manager–shareholder agency conflicts. Long‑term
debt financing allowsmanagers to shield themselves from constantmonitoring, potentially
deviating from the optimal debt maturity choice and imposing costs on shareholders.

In recent years, scholars have extensively probed the impact of female directors on
corporate decision‑making across various domains, including dividend policy, executive
compensation, and mergers and acquisitions. Studies have shown that female directors
tend to emphasise monitoring and accountability, which can influence decisions related
to debt maturity structure. The gender ethics framework posits that women, exhibiting
higher moral standards, are more attuned to ethical concerns than men. Applying this
framework to debt maturity structure choices suggests that female directors may display
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less self‑interest, potentially preferring longer‑maturity debt to align with shareholder in‑
terests and mitigate debt‑related agency problems.

Additionally, considering managerial risk aversion, it has been proposed that female
directors, presumed to exhibit greater risk aversion, may make safer financial decisions
than their male counterparts. Short‑term debt is considered costlier for risk‑averse exec‑
utives due to higher liquidity/refinancing risk costs and increased external monitoring
through refinancing.

This research seeks to unravel the impact of board gender diversity on companies’ fi‑
nancing decisions and debtmaturity structure choices, explicitly focusing on Iran’s unique
socio‑cultural and regulatory environment. It questions whether female representation on
the board decreases long‑term leverage, aligning with the gender ethics framework, or in‑
creases it, aligning with the behavioural perspective. Additionally, the study explores the
moderating role of board compensation in this relationship.

In contrast to prior studies like Abobakr and Elgiziry (2016) and Harris (2014), which
focus on how board characteristics influence corporate financial leverage, our study brings
a unique perspective by examining not only the direct effect of board gender diversity on
debt structure but also how this relationship ismoderated by board compensation. This ad‑
ditional layer of analysis provides novel insights into how compensation structures shape
the impact of gender diversity on financial decision‑making. This topic has not been ex‑
tensively covered in prior research. Furthermore, our focus on the Tehran Stock Exchange
(TSE) offers valuable context from a developing economy, contributing to the broader lit‑
erature on how cultural and regulatory environments influence the dynamics of corporate
governance, particularly in non‑Western contexts. This focus on the Iranian market adds
depth to the discussion by examining howwomen in leadership positions function within
a patriarchal society, providing insights distinct from those of the studies mentioned.

Empirical testing was conducted on data from 114 companies listed on the Tehran
Stock Exchange (TSE) from 2017 to 2021, utilising multivariate regression with year‑ and
industry‑fixed effects. The results align with the gender ethics framework, revealing that
female representation on the board reduces long‑term leverage. Furthermore, the findings
indicate that board compensation strengthens this relationship, underscoring the positive
impact of higher board compensation on aligning management and shareholder interests
and reducing managerial risk‑taking.

This research contributes to the literature by examining the impact of board gender
diversity on financing decisions and debt maturity structure choices in Iran, a develop‑
ing country with distinct cultural and governance practices. Additionally, it pioneers in
exploring the moderating role of board compensation, providing valuable insights into
the complex dynamics of corporate governance and financial decision‑making in a non‑
Western context.

Gender diversity has received substantial attention in the business literature (Labelle
et al. 2015; Richards 2003; Rosser et al. 2024). The literature on board gender diversity and
its impact on corporate decision‑making has burgeoned in recent years, reflecting a grow‑
ing recognition of the importance of diversity in governance structures (Duppati et al. 2020;
Peng et al. 2023; Said et al. 2022; Ullah et al. 2020). Studies have examined various aspects
of corporate behaviour influenced by female board representation, including dividend pol‑
icy, executive compensation, and mergers and acquisitions.

One area of particular interest is the relationship between board gender diversity and
debt maturity structure choices. Li and Zeng (2019) found systematic differences in debt
maturity structure choices with the presence of female directors, suggesting that female di‑
rectorsmay prefer short‑termdebt to alignmanagerial and shareholder interests. This find‑
ing aligns with the gender ethics framework, which posits that women exhibiting higher
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moral standards may be more attuned to ethical concerns and less self‑interested in their
decision‑making than men.

Adams and Ferreira (2009) also highlight the positive role of female directors in mon‑
itoring and holding managers accountable, which can influence decisions related to debt
financing. The emphasis on monitoring and accountability may lead female directors to
prefer shorter‑maturity debt, which subjects managers to more frequent external monitor‑
ing through refinancing.

From a behavioural perspective, Brockman et al. (2010) suggest that short‑term debt
may be costlier for risk‑averse executives due to higher liquidity/refinancing risk costs.
Female directors, presumed to exhibit greater risk aversion, may opt for longer‑maturity
debt to mitigate these costs and make safer financial decisions.

The literature suggests that female board representation can influence debt maturity
structure choices through various mechanisms, including monitoring, accountability, and
risk aversion. The empirical evidence supports the notion that board gender diversity is
associatedwith differences in corporate financial decision‑making, highlighting the impor‑
tance of diversity in governance structures for effective risk management and shareholder
value creation.

In the study by Datta et al. (2021), the relationship between board gender diversity
and financing decisions is also examined. However, the leverage decision in our research
is different. In Datta et al. (2021), decisions related to debt maturity were considered.
The data were used as follows. Compustat item codes are provided in parentheses: ST3:
Percentage of debt maturing in three years or less divided by total debt. ST5: Percentage
of debt maturing in five years or less divided by total debt. However, in our research,
the basis is on long‑term and short‑term debt according to the balance sheet. Although
Iran has banned interest‑based activities according to Islamic laws, the bank interest rates
(andmarket rates) differ for short‑term and long‑term financing, with higher bank interest
rates for short‑term facilities. In Datta et al. (2021), the impact of compensation on the rela‑
tionship between board gender diversity and financing decisions was also addressed. Still,
they defined compensation based on Compustat as executive equity‑based compensation.
The sum of the value of new stock options (using the modified Black–Scholes method) is
granted to the firm’s CEO and CFO as a percentage of the total compensation paid to them.
However, in Iran, it is not possible to use data related to stock‑based compensation because
they include only a few companies, reducing the sample size, and it is not usually disclosed.
We used board compensation disclosed in general financial reports. Therefore, the differ‑
ences presented in the reporting structure in Iranmay affect research findings. Given Iran’s
economic and political environment, such as the lack of effective governance mechanisms,
weak risk management practices, and a weak culture of responsibility, it seems that exam‑
ining the impact of board gender diversity on long‑term debt (specifically in the present
study) and the moderating effect of board compensation on this relationship is valuable.

3. Theoretical Framework and Hypotheses
3.1. Debt Structure

This study is situated within the Agency Theory paradigm, a foundational corporate
finance framework that examines the relationships and conflicts of interest between princi‑
pals (shareholders) and agents/management (Daryaei et al. 2022; Zadeh et al. 2022; Poury‑
ousof et al. 2022; Shandiz et al. 2022; Zadeh et al. 2023). Within this context, exploring
debt structure choices, financial decisions, and corporate governance, particularly regard‑
ing board gender diversity, is inherently linked to addressing agency conflicts. By investi‑
gating how the composition of the board, specifically the inclusion of women, influences
decision‑making processes, managerial risk‑taking behaviour, and the alignment of inter‑
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ests between directors and shareholders, this study seeks to contribute to understanding
agency dynamics in corporate settings.

According to traditional finance theory, companies must carefully weigh various fac‑
tors, such as liquidity/refinancing risk, mispricing risk, and underinvestment/overinvest‑
ment problems, to achieve an optimal debt maturity structure. The choice between long‑
and short‑term debt can serve as a robust monitoring mechanism for reducing agency con‑
flictswithin organisations. Short‑termdebt, for example, can effectively lower agency costs
by subjecting managers to more frequent external monitoring due to the necessity of refi‑
nancing (Rajan andWinton 1995; Stulz 2001). However, separating ownership and control
may incentivise managers to deviate from the optimal debt maturity structure to avoid
monitoring, often at the expense of the shareholders.

Debt structure, a critical determinant of corporate success and growth, is pivotal in a
company’s ability to thrive and survive in competitive markets (Mohammadi and Zanjir‑
dar 2020). Abor (2008) underscores the heightened risk of bankruptcy associated with ele‑
vated debt levels, highlighting the delicate balance required in managing debt obligations.
In addition to shareholder–manager conflicts, a fundamental conflict of interest exists be‑
tween shareholders and creditors, further complicating the decision‑making process sur‑
rounding debt maturity structure. This complexity is compounded by agency problems,
information asymmetry, firm size, and financial distress, significantly influencing compa‑
nies’ optimal debt structure choices (Huang et al. 2016).

Research findings on the relationship between leverage and debt maturity (leverage
structure decisions such as short‑term or long‑term debt) present diverse perspectives and
conclusions. Diamond (1991), for instance, argues that companies with high leverage may
prefer long‑term debt tomitigate the risk of inefficient liquidation, thereby providing addi‑
tional time for debt repayment. Conversely, Flannery (1986) posits that higher debt levels
enable companies to manage refinance risk effectively by issuing long‑term debt securities.
However, Shan (2019) presents a contrasting viewpoint, suggesting a negative impact of
leverage on debt maturity and proposing that agency costs may be alleviated by reducing
leverage or shortening debt maturity periods (Hosni Al‑Ghar and Rahimian 2018). The in‑
terplay between leverage and debt maturity, influenced by firm value, market conditions,
and regulatory environments, remains a nuanced and evolving study area within corpo‑
rate finance.

The focus of the paper is on debt structure. Our research refers to debt structure as
using short‑termversus long‑termdebt. We have used the structure in the balance sheet for
long‑term debt and the long‑term debt ratio (long‑term debt to assets) to measure leverage
structure decisions. Thus, we do not focus on debt maturity. However, some arguments
regarding debt maturity are cited. According to the theoretical and empirical foundations
presented in the article, three different arguments about the impact of women on the board
of directors on debt structure are provided, including risk aversion view, ethical view,
and the view that gender diversity of the board has no relationship with debt structure
decisions. If the impact of board gender diversity on long‑term leverage is positive, the risk
aversion view of women is confirmed. If negative, the ethical view of women is confirmed.
The third view (no relationship) is confirmed if there is no significant relationship. The
article text was reviewed for clarification, and additional explanations were provided.

This study’s theoretical framework draws upon the rich literature within Agency The‑
ory and traditional finance theory to elucidate the complex dynamics of debt structure
choices, financial decision‑making processes, and corporate governance practices. By ex‑
amining the impact of board gender diversity on these phenomena, this research aims to
contribute valuable insights to academic scholarship and practical policymaking in corpo‑
rate finance and governance.
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3.2. Board Gender Diversity

Gender theory posits that women contribute uniquely to economic success, stemming
from their distinct moral development and values. Empirical evidence consistently sup‑
ports that women often exhibit higher ethical standards, demonstrating greater sensitivity
to social relationships andmore vital adherence to rules and regulations. Within corporate
governance contexts, gender diversity on boards has been recognised as a significant de‑
terminant of decision‑making processes, particularly in corporate risk‑taking behaviours
(Barnett et al. 1994; Geiger and O’Connell 1998; Chun 2005; Datta et al. 2021; Levi et al.
2014; Linley et al. 2007; Peterson and Seligman 2003).

Female representation on corporate boards has emerged as a critical factor influenc‑
ing various dimensions of corporate governance, financial performance, and risk manage‑
ment. Research indicates that the presence of female directors contributes to enhanced
corporate governance practices, reduced risk‑taking, and improved financial performance
outcomes (Catalyst 2017; Chen et al. 2017; Sila et al. 2016). From an Agency Theory per‑
spective, female directors are perceived as effective monitors of managerial behaviour, of‑
ten demanding greater accountability and exhibiting lower tolerance for opportunistic be‑
haviours (Adams and Ferreira 2009; Sepasi and Abdoli 2015).

The value of gender diversity within corporate boards extends beyondmere represen‑
tation to encompass a broader range of competencies, perspectives, and decision‑making
styles. Studies have shown that diverse boards, including those with a significant propor‑
tion of female members, are likelier to engage in thorough deliberation, consider a more
comprehensive array of viewpoints, and make more informed decisions. This diversity of
perspectives is precious in complex and dynamic business environments, where innova‑
tive solutions and adaptive strategies are essential for organisational success.

Furthermore, research suggests that gender‑diverse boards are better equipped to
navigate andmitigate various forms of corporate risk. Women, on average, exhibit greater
risk aversion thanmen, leading tomore cautious decision‑making processes and a reduced
propensity for engaging in high‑risk activities (Sun and Zhang 2021). This risk‑averse be‑
haviour can serve as a valuable counterbalance to the potentially overconfident and risk‑
seeking tendencies often associated with male‑dominated leadership structures (Adams
and Ferreira 2009). As such, the presence of female directors can contribute to a more bal‑
anced and prudent approach to risk management within organisations.

Moreover, gender diversity on corporate boards has been linked to improved stake‑
holder relations and enhanced corporate reputation. Companies with diverse boards are
perceived asmore inclusive, socially responsible, and attuned to the needs and preferences
of various stakeholder groups, including employees, customers, and investors (Terjesen
et al. 2016). This positive perception can translate into tangible organisational benefits, in‑
cluding increased brand loyalty, employee morale, and investor confidence.

In addition to its effects on corporate governance and risk management, gender di‑
versity on boards can also have significant implications for organisational innovation and
performance. Research suggests that diverse teams, including individuals with diverse
gender identities, are more innovative and better able to adapt to changing market con‑
ditions (Carter et al. 2017). By bringing together individuals with different backgrounds,
experiences, and perspectives, gender‑diverse boards can foster a culture of creativity, col‑
laboration, and open‑mindedness, thereby driving organisational innovation and compet‑
itive advantage.

However, despite the growing recognition of the benefits of gender diversity on corpo‑
rate boards, women continue to be underrepresented in leadership positions within many
organisations. The “glass ceiling” phenomenon, systemic barriers, and unconscious biases
often impede women’s advancement to senior leadership roles (Hoyt and Murphy 2016).
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Addressing these barriers and promoting greater gender diversity within corporate lead‑
ership structures requires concerted efforts from organisations, policymakers, and society.

In conclusion, gender diversity on corporate boards plays a crucial role in shaping or‑
ganisational outcomes, including corporate governance practices, risk management strate‑
gies, stakeholder relations, innovation, and performance. By harnessing female directors’
unique perspectives, experiences, and decision‑making styles, organisations can enhance
their effectiveness, resilience, and competitiveness in today’s dynamic business environ‑
ment. Efforts to promote greater gender diversity within corporate leadership structures
are a matter of social justice and equality and a strategic imperative for sustainable busi‑
ness success.

3.3. Board Gender Diversity and Debt Structure

Research exploring the intersection of board gender diversity and debt structure of‑
fers valuable insights into the complex dynamics of corporate decision‑making processes.
Evidence suggests that women, on average, exhibit greater moral and ethical sensitivities
than their male counterparts. Surveys and studies across various professions, including ac‑
counting, auditing, sales, and among students, consistently indicate higher levels of moral
development, conservative ethical viewpoints, and greater adherence to ethical standards
amongwomen (Bernardi andArnold 1997; Larkin 2000; O’Donnell and Johnson 2001; Daw‑
son 1997; Pierce and Sweeney 2010; Albaum and Peterson 2006).

The choice of a company’s leverage and debt maturity structure is a critical decision
that can significantly impact its financial health, performance, and risk profile. According
to Agency Theory, managers may be motivated by self‑interest and select a debt maturity
structure that is not aligned with the best interests of shareholders. Specifically, managers
may opt for long‑term debt to avoid the frequent external monitoring associated with refi‑
nancing short‑term debt (Brockman et al. 2010; Datta et al. 2005).

In the context of board gender diversity, the presence of women in executive and
boardroom positions introduces a potentially moderating influence on debt structure deci‑
sions. Assuming that female executives possess highermoral and ethical sensitivities, they
may be more inclined to make decisions that align with shareholders’ interests and corpo‑
rate governance principles. As such, female executives may prefer short‑term debt, which
offers enhanced transparency, accountability, and alignment with shareholder interests,
without fearing market scrutiny or external monitoring.

However, the relationship between board gender diversity and debt structure is mul‑
tifaceted and influenced by various factors, including organisational culture, industry dy‑
namics, and regulatory frameworks.While the presence of women in leadership roles may
contribute to more ethical and transparent decision‑making processes, it is essential to
recognise that gender diversity alone may not guarantee optimal outcomes. Effective gov‑
ernance mechanisms, robust risk management practices, and a culture of accountability
are equally crucial for ensuring sound debt structure decisions and safeguarding share‑
holder interests.

Moreover, the impact of board gender diversity on debt structure may vary across
different contexts and organisational settings. Cultural norms, societal expectations, and
institutional factors can shape how gender diversity influences company decision‑making
processes. For example, in patriarchal societies where traditional gender roles are deeply
entrenched, the presence of women in leadership positions may face more severe resis‑
tance (resistance of other leadership officials of the organisation) or encounter implicit
biases that hinder their influence on strategic decisions, including debt structure choices
(Datta et al. 2021).

However, it is essential to note that although the presence of women in strategic roles
may improve ethical and transparent decision‑making processes, this impact requires the
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presence of effective governance mechanisms, robust risk management practices, and a
culture of responsibility. In other words, the effect of board gender diversity on leverage
decisions may vary across different contexts and organisational settings, including cul‑
tural norms, social expectations, and institutional factors. In Iran, we witness weak corpo‑
rate governance, risk management, and a culture of responsibility. Additionally, cultural
norms, such as the patriarchal society of Iran, may prevent women from significantly influ‑
encing financial decisions, like leverage decisions, despite their physical presence in strate‑
gic decision‑making processes. Therefore, this raises the question of whether the presence
of women on the board of directors in Iran, based on the existing literature and empirical
evidence, can lead to more ethical and transparent financing decisions or whether organi‑
sational settings and cultural norms prevent this impact.

Empirical research on the relationship between board gender diversity and debt struc‑
ture has yielded mixed findings, highlighting the need for further investigation and nu‑
anced analysis. While some studies suggest a positive association between female repre‑
sentation on boards and adopting more conservative debt policies (Datta et al. 2021; Choi
et al. 2017; Ho et al. 2015; Larkin 2000), others find no significant relationship or even
observe contradictory results (Bajtelsmit and VanDerhei 1997; Hinz et al. 1997; Jianako‑
plos and Bernasek 1998; Levin et al. 1988; Sundén and Surette 1998). These inconsisten‑
cies underscore the complexity of the underlying mechanisms and the importance of con‑
sidering contextual factors in understanding the impact of gender diversity on corporate
decision‑making.

Future research could explore the mediating and moderating factors influencing the
relationship between board gender diversity and debt structure. Longitudinal studies
tracking changes in board composition and debt policies over time could provide valu‑
able insights into the causal mechanisms underlying observed associations. Qualitative
research methods, such as interviews and case studies, could offer deeper insights into the
decision‑making processes and dynamics within boardrooms and executive suites.

In conclusion, the relationship between board gender diversity and debt structure is
a complex and multifaceted phenomenon that warrants careful examination and analy‑
sis. While the presence of women in leadership positions may contribute to more ethical,
transparent, and shareholder‑aligned decision‑making processes, the impact of gender di‑
versity on debt policies is contingent upon various contextual factors and organisational
dynamics. By advancing our understanding of these dynamics, researchers can contribute
to developing more effective governance practices and strategies for promoting diversity,
equity, and inclusion within corporate boardrooms.

3.4. Hypotheses Development

Exploring the intricate relationship between board gender diversity and debt struc‑
ture involves synthesising various theoretical perspectives and empirical evidence to for‑
mulate hypotheses that capture the nuanced dynamics. This section delineates three main
arguments guiding the investigation into the impact of board gender diversity on debt
structure choices. Subsequently, it proposes hypotheses grounded in theoretical frame‑
works and empirical observations.

• First Argument: Ethical Inclinations and Debt Structure

The first argument posits that female executives with higher ethical inclinations and
moral standards tend to make decisions that align more closely with shareholder inter‑
ests, particularly in debt structure choices. Drawing from the gender ethics framework,
which suggests that women are more attuned to ethical considerations such as disclosure,
integrity, and conflicts of interest (Ho et al. 2015; Larkin 2000), it is hypothesised that firms
with female directors will exhibit a preference for shorter‑term debt.
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Female executives, presumed to be less self‑interested than their male counterparts,
are expected to opt for shorter‑term debt to avoid the scrutiny associated with long‑term
financing arrangements. This expectation stems from the notion that shorter debt maturity
structures impose more immediate accountability and transparency, mitigating potential
agency conflicts between management and shareholders (Choi et al. 2017). Consequently,
female executives are anticipated to encounter fewer debt‑related agency problems, lead‑
ing to a more optimal alignment of debt maturity structures with shareholder interests.

• Second Argument: Risk Aversion and Debt Maturity Structure

The second argument centres on the risk tolerance of directors, mainly focusing on the
risk‑averse nature often attributed to female executives. Building upon the premise that
risk‑averse individuals exhibit a preference for safer financial decisions and tend to avoid
exposure to uncertainty (Bajtelsmit and VanDerhei 1997; Hinz et al. 1997; Jianakoplos and
Bernasek 1998; Levin et al. 1988; Sundén and Surette 1998), it is hypothesised that female
directors will opt for a more conservative approach to debt maturity structure.

Under this perspective, female executives are expected to favour longer‑term debt
arrangements to mitigate liquidity and refinancing risks associated with short‑term fi‑
nancing. Short‑term debt instruments, characterised by higher liquidity/refinancing risk
costs and increased external monitoring through refinancing, may be perceived as less
favourable by risk‑averse female directors (Brockman et al. 2010). Therefore, it is posited
that female directors will exhibit a propensity towards more extended debt maturity struc‑
tures, reflecting their risk‑averse nature and preference for safer financial strategies.

• Third Argument: Competing Perspectives and Firm Performance

The third argument acknowledges the existence of mixed evidence regarding the im‑
pact of board gender diversity on firm performance, introducing competing perspectives
that warrant further exploration. While some studies have suggested a positive relation‑
ship between board gender diversity and various performance metrics (e.g., Catalyst 2017;
Chen et al. 2017; Sila et al. 2016), others have found inconclusive or even negative associa‑
tions (e.g., Adams and Ferreira 2009).

In light of these conflicting findings, it is imperative to consider the potential moder‑
ating effects of factors such as directors’ compensation on the relationship between board
gender diversity and firm performance (Jane Lenard et al. 2014; Datta et al. 2021; Cumming
et al. 2024; Gormley et al. 2023). Directors’ compensation is a way to match the interests of
management and shareholders and influences managerial risk‑taking behaviours (Brock‑
man et al. 2010; Datta et al. 2021). Therefore, it is hypothesised that the relationship between
board gender diversity and financial leverage is contingent upon the level of board com‑
pensation, with higher compensation levels strengthening the association between gender
diversity and leverage decisions.

3.5. Formulated Hypotheses

H1.  Board gender diversity has a significant effect on the long‑term leverage of companies.

The literature suggests that female executives with higher ethical inclinations and
lower self‑interest are more likely to favour shorter debt maturity structures, aligning bet‑
ter with shareholder interests. Consequently, it is hypothesised that firms with greater
board gender diversity will prefer shorter‑term debt arrangements, leading to lower long‑
term leverage ratios compared to those with less diverse boards.

H2.  Board compensation strengthens the relationship between gender diversity and financial leverage.

Directors’ compensation is a mechanism to align management and shareholders’ in‑
terests and influences managerial risk‑taking behaviours. Higher levels of board compen‑
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sation are expected to reinforce the impact of board gender diversity on financial leverage
decisions, with firms offering higher compensation packages exhibiting a stronger associ‑
ation between gender diversity and leverage choices.

The hypotheses in this study are developed to explore the nuanced impacts of board
gender diversity on debt structure choices, informed by ethical and risk aversion theories.
Female directors are often associated with heightened ethical standards and a preference
for conservative financial strategies. This suggests that board gender diversity may reduce
reliance on long‑term debt. This aligns with the hypothesis that a gender‑diverse board
structure reduces agency conflicts by enhancing transparency and aligning with share‑
holder interests. Additionally, by investigating themoderating role of board compensation,
this study extends prior research to assess whether compensation structures amplify the
risk‑averse inclinations of female directors, potentially curbing excessive leverage. These
hypotheses contribute to a deeper understanding of how board diversity shapes financial
risk management, particularly within developing economies.

4. Research Methodology
4.1. Design

The research methodology adopted for this study is a quantitative ex post facto de‑
sign chosen to rigorously investigate the formulated hypotheses regarding the relation‑
ship between board gender diversity and debt structure choices among companies listed
on the Tehran Stock Exchange (TSE). This design facilitates examining causal relationships
between variables by analysing data collected after the events of interest have occurred
(Nassirzadeh et al. 2023).

Methodological Choices and Exclusion of Certain Industries

This study adopted a quantitative ex post facto design, which allowed the authors to
investigate the causal relationships between board gender diversity and debt structure by
analysing data after the events of interest have occurred. This approach provided reliable
insights into the effects of gender diversity on financial decision‑making.

a. Exclusion of Certain Industries: The study explicitly excluded financial institutions,
investment companies, banks, insurance firms, leasing companies, and financial in‑
termediaries from its sample. These sectors were left out to maintain data homo‑
geneity because these industries operate under distinct regulatory and financial con‑
ditions that could skew the analysis. Financial institutions, for instance, often have
different debt structures due to capital adequacy regulations and specific leverage
rules that do not apply to non‑financial firms. By focusing on operating companies,
the study ensured that its findings regarding gender diversity and debt decisions
were relevant and comparable across industrieswithout distortions caused by sector‑
specific factors.

b. Contextual Relevance: The study drew on a sample from the Tehran Stock Exchange
(TSE)‑listed companies over five years (2017–2021). The selected companies were re‑
quired to have consistent fiscal years and active trading without significant inter‑
ruptions, ensuring the analysis reflected the firms’ ongoing business activities. By
selecting firms that have not undergone prolonged trading halts, the study ensured
that the data were not biased by irregular trading patterns that could misrepresent
a firm’s financial stability.

4.2. Data Collection

Data for this studywere primarily sourced from the RahavardNovin 3.8 software and
the audited financial statements released by the TSE. These sources provided comprehen‑
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sive and reliable information for thoroughly analysing the investigated variables. Audited
financial statements ensured the accuracy and credibility of the financial data used in the
study (Eghbal et al. 2024; Zadeh et al. 2023).

4.3. Population and Sample

The population under scrutiny encompasses all companies listed on the TSE during
the five years from 2017 to 2021. To ensure the sample’s representativeness and validity
findings, specific criteria were employed for sample selection:

Excluding certain entity types, such as investment companies, financial intermedi‑
aries, holdings, banks, insurance firms, and leasing companies, from the sample main‑
tained homogeneity and focus on operating companies relevant to the study’s objectives.

Consistency in activity and fiscal year: The selected companies needed to maintain
consistent activity and fiscal year throughout the observed period to facilitate accurate
comparison and analysis of financial data.

Accessibility of information: Adequate information required for calculating the re‑
search variables needed to be accessible for each selected company to ensure the feasibility
of data analysis.

Exclusion of instances with prolonged trading halts: Instances of trading halts lasting
longer than three months were considered exclusionary to avoid potential data distortions
due to irregular trading activity irregularities.

Fiscal year‑end alignment: The selected companies’ fiscal year‑end needed to align
with the calendar year‑end (20 March) to ensure consistency in reporting periods and fa‑
cilitate comparability of financial data across companies.

Based on these criteria, a systematic sample comprising 114 companies was derived,
totalling 570 firm years of observation. The sample selection process ensured the inclusion
of companies that are representative of the population under study while adhering to the
specified criteria for sample inclusion.

4.4. Analytical Approach

The analytical approach employed in this study involved Ordinary Least Squares
(OLS) regression analysis, incorporating year‑ and industry‑fixed effects. OLS regression
is a widely used statistical technique for estimating the relationships between variables in
regression models. By including year‑ and industry‑fixed effects in the regression model,
the analysis controlled for potential time and industry‑specific factors that could influence
the variables of interest, thereby enhancing the robustness and reliability of the results.

4.5. Hypotheses Testing

The hypotheses regarding the relationship between board gender diversity and debt
structure choices were rigorously tested using the OLS regression analysis. The regression
model allowed for examining the hypothesised relationships while controlling for poten‑
tial confounding variables. Statistical tests, such as t‑tests and F‑tests, were conducted to
assess the coefficients’ significance and the regression model’s overall fit.

4.6. Validity and Reliability

Ensuring the validity and reliability of the study findings was paramount to drawing
accurate conclusions andmakingmeaningful interpretations. To enhance internal validity,
rigorous data cleaning procedures were implemented to eliminate errors and inconsisten‑
cies in the collected data. Additionally, sensitivity analyses were conducted to assess the
robustness of the results to different model specifications and assumptions.

The research methodology employed in this study was designed to provide a com‑
prehensive and rigorous analysis of the relationship between board gender diversity and
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debt structure choices among companies listed on the Tehran Stock Exchange. By adopt‑
ing a quantitative ex post facto design, utilising reliable data sources, employing stringent
sample selection criteria, and employing advanced statistical techniques, the study aimed
to generate valuable insights into the factors influencing debt structure decisions in the
context of board gender diversity.

4.7. Model and Variables

Following Datta et al. (2021) and as it is described in Table 1, the followingmodel was
used to test the hypotheses:

Leverageit = α + β1Femaleit + β2Comp + β3Comp ∗ Femaleit + β4Sizeit + β5MTBit

+β6FixedAssetsit + β7Pro f itabilityit + β8ROAit + β9 AGEit

+β10SalesGrowthit + εit

(1)

Table 1. Variables and measurements.

Variable Label Measurement

Dependent Leverage structure Leverage Long‑term debt divided by the market
value of total assets

Independent

Board gender diversity Female Equal to 1 if there is at least one female
board member and 0 otherwise

Board compensation Comp Equal to 1 if board compensation is greater
than the industry average, and 0 otherwise

Control

Firm size Size Natural log of total assets

Market‑to‑book ratio MTB Market‑to‑book value of total assets

Fixed asset ratio Fixed assets Plant, property, and equipment (PPE)
divided by total assets

Profitability Profitability Income reported for the current period

Return on assets ROA Earnings before interest and tax divided by
total assets

Firm age AGE Current fiscal year minus first fiscal year

4.8. Findings

The descriptive statistics presented in Table 2 offer valuable insights into the variables
under examination. Net financing, represented by debt, demonstrates a mean of 9,028,997,
indicating considerable variability in the funding amounts across the sample companies.
The maximum observed value of 399,976,695 in 2018 for Iran Khodro Company highlights
the substantial financing undertaken by certain firms, while the minimum value of 45,543
in 2016 for Piazar Agro Industrial Company underscores the diversity in financing needs
among companies.

Table 2. Descriptive statistics of the variables.

Variable Mean Median SD Max. Min. Skewness Kurtosis
Leverage 0.5568 0.5501 0.206704 1.27394 0.03143 0.12557038 0.01155

Female 0.0323 0 0.164572 1 0 3.7551189 4.21278

MTB 6.11 3.21 2.89 51.68 0.250 0.9149 1.2670

Fixed Assets 43,335,584 442,779 16,492,437 18,476,568 9737 5.967334 4.77706
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Table 2. Cont.

Variable Mean Median SD Max. Min. Skewness Kurtosis
Profitability 2,078,434 257,788 156,487 382,775,011 −155,050,040 −3.165395 4.5467

ROA 0.15 0.12 0.1631 0.83 −0.40 0.5437 0.8525

AGE 25.66 22.00 13.6914 66 6 1.15041 0.32694

Sales Growth 0.47 0.36 0.8552 15.28 −0.91 3.59613 0.67899

Regarding debt structure choice, as measured by leverage, the mean value stands at
0.5568, indicating the average proportion of debt to total assets across the sample compa‑
nies. The range of Leverage values is considerable, with a maximum of 1.27394 observed
for Iran Khodro Company in 2017 and a minimum of 0.03143 for Shahdiran Company
in 2019. These variations in leverage reflect differences in companies’ debt management
strategies and risk preferences.

In terms of board gender diversity, represented by the proportion of female direc‑
tors (Female), the mean value is 0.0323, indicating limited diversity in board composition
across the sample companies. Out of 570 firm years and 114 companies over five years,
only 59 instances exhibit gender diversity on the board, reflecting the underrepresentation
of women in corporate leadership roles in the context of the Tehran Stock Exchange.

An analysis of skewness and kurtosis coefficients for all variables indicates positive
skewness, suggesting that the data distribution is skewed towards higher values, and kur‑
tosis coefficients are within an acceptable range, indicating normal distribution. Notably,
the composition of the board of directors exceeds the industry average in 38% of the sam‑
ple, showing variations in board diversity across companies.

Following a thorough assessment of regression assumptions, multivariate regression
analysis incorporating year‑ and industry‑fixed effects was conducted to explore the rela‑
tionship between board gender diversity, long‑term leverage, and the moderating role of
board compensation, as presented in Table 3.

Table 3. Summary estimation results.

Leverageit=α+β1Femaleit+β2Comp+β3Comp∗Femaleit+β4Sizeit+β5MTBit+β6FixedAssetsit+
β7Profitabilityit+β8ROAit+β9AGEit+β10SalesGrowthit+εit

Variable Coefficient SE t‑Statistic Sig. VIF
Constant −3.53 4.7 −0.75 0.45 ‑

Female −1.09 0.49 −2.23 0.02 1.57

Comp 0.056 0.34 3.14 0.035 2.65

Comp*Female 0.089 0.47 4.04 0.018 3.18

Size 0.2 0.089 2.24 0.04 1.156

MTB 0.14 0.078 1.84 0.065 2.03

Fixed Assets −0.15 0.075 −2.07 0.038 1.78

Profitability −3.4 0.72 −5.97 0.00 2.5

ROA −0.63 0.63 −1.00 0.31 1.79

AGE −0.18 0.64 −0.27 0.78 2.38

Sales Growth 0.15 0.64 0.23 0.82 2.59

R2 0.38 Adjusted R2 0.30

F‑statistic (p‑value) 44.76 (0.00) Durbin–Watson statistic 2.12
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The reported F‑statistic, with a p‑value smaller than 0.05 (p‑value < 0.05), signifies the
overall model’s significance, indicating that the independent variables jointly explain a sig‑
nificant portion of the variance in the dependent variable. The coefficient of determination
(R2) of 0.38 means that the variables included in the regression model explain 38% of the
observed variation in long‑term leverage.

The regression coefficient for board gender diversity (Female) is estimated at −1.09,
with a p‑value of 0.0254. This negative coefficient suggests that an increase in board gender
diversity is associated with a decrease in long‑term leverage, supporting the first hypoth‑
esis. The statistically significant p‑value indicates that this relationship is unlikely to have
occurred by chance alone, providing robust evidence for the negative association between
board gender diversity and long‑term leverage.

Furthermore, the regression coefficient for the interaction term between board gen‑
der diversity and board compensation (Comp*Female) is estimated at 0.089, with a p‑value
of 0.018. This positive coefficient suggests that board compensation amplifies the impact
of board gender diversity on long‑term leverage, supporting the second hypothesis. The
statistically significant p‑value indicates that the moderating effect of board compensa‑
tion on the relationship between board gender diversity and long‑term leverage is un‑
likely due to random variation, providing strong evidence for the moderating role of
board compensation.

Overall, the multivariate regression analysis findings support the hypothesised rela‑
tionships between board gender diversity, board compensation, and long‑term leverage
among companies listed on the Tehran Stock Exchange. These findings contribute to a
deeper understanding of the factors influencing debt structure decisions in the context of
board diversity and compensation practices, with implications for corporate governance
and financial management strategies.

4.9. Robustness Tests: Addressing Endogeneity

Endogeneity issues, such as omitted variable bias and reverse causality, must be ad‑
dressed to improve the credibility of the findings. One approach would be introducing
an instrumental variable (IV) analysis to help mitigate these concerns. For example, exter‑
nal factors, such as changes in gender equality policies or legal requirements for female
board representation, could serve as valid instruments. These instruments would isolate
the exogenous variation in gender diversity, thus addressing concerns of reverse causality
between board diversity and leverage. Additionally, the paper should discuss how factors
like firm culture or the external regulatory environment may have been omitted from the
analysis and how these factors could potentially bias the results.

We used robustness tests to address potential endogeneity issues affecting the rela‑
tionship between board gender diversity and leverage decisions. We applied Heckman’s
(1979) model combined with an instrumental variable to address potential selection bias.

In the Heckman model, the base model we tested (in Table 3) deals with endogenous
issues related to “self‑selection”, meaning that female directors may join companies with
specific characteristics. We used a conditional logistic regression model to estimate the
probability of creating gender diversity as a function of firm‑specific characteristics (X vari‑
ables include size, profitability, growth opportunities, leverage, abnormal returns, fixed
asset ratio, and the standard deviation of stock returns over the fiscal year).

Table 4 tests for endogeneity to strengthen the reliability of its conclusions.

Femaleit = α + Ys + τt + β1Gender Equalityit + θXit + εit (2)

The results in Table 4 indicate that the coefficient of gender diversity, without consid‑
ering the dependent variable used and without fixed effects, is positive and statistically
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significant at the 1% level. Therefore, our results support previous findings in favour of
the first hypothesis, confirming that gender diversity is an important and influential factor
in a company’s leverage decisions. Including fixed effects, the coefficient remains positive
and statistically significant at the 1% level, further supporting our findings that gender
diversity is a crucial characteristic impacting corporate leverage decisions.

Table 4. Instrumental variables regression and Hausman test for endogeneity.

Variable Coefficient
(t‑Statistic)

Female 2.37
(0.01)

Size −0.087
(0.67)

Profitability 0.056
(0.045)

MTB −0.035
(0.098)

Lev −0.078
(0.108)

ABN_Earn −0.091
(0.99)

Fixed‑Asset −0.187
(0.98)

RET_STD 0.87
(0.98)

Adjusted R2 0.246

The endogeneity of the board gender diversity variable was examined. The gender
diversity of the board of directors is an endogenous variable, and the average gender di‑
versity in the industry can be an instrumental (exogenous) variable. Therefore, the endo‑
geneity of this variable was checked using the 2SLS method.

〖Female〗_it = α + β_1〖Ind‑Female〗_it + ∑ Controls + ε_it (3)

In this model, Ind‑Female is the average gender diversity of the industry, and ∑ Con‑
trols are the control variables of the model (1).

Fisher’s statistic in this estimate is 2.87, and its significance level is 0.003, which in‑
dicates the effect of the instrumental variable (gender diversity of the industry) on the
independent variable (gender diversity).

In the second stage, the dependent variables (Leverage) are regressed on the predicted
values obtained from the gender diversity of the first stage alongwith the control variables:

〖Leverage〗_it = α + β_1〖Female‑Predicted〗_it + β_2 Comp +
β_3 Comp*Female‑Predicted〗_it + ∑ Controls + ε_it

(4)

This stage examines the impact of the exogenous component of board gender diversity
on debt structure, isolating any potential endogeneity. If the coefficient on the predicted
board gender diversity is statistically significant in the second stage, it indicates a causal
impact on debt structure.
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The coefficientβ_1 (Female‑Predicted) has an estimation of−0.98, and its significance
level and t‑statistics are 0.002 and 2.43, respectively, which indicates the significant im‑
pact of gender diversity on the debt structure. Also, the β_3 coefficient (Comp*Female‑
Predicted) is 0.073, and its significance level and t‑statistics are 0.034 and 3.48, respectively,
which shows that the remuneration of the board of directors highlights the effect of gender
diversity on the debt structure.

4.10. Ethical Considerations

The study recognises the need for ethical diligence throughout the research process.
Although no explicit participant interaction or sensitive personal data are involved in the
study, ethical issues related to data privacy and confidentiality are paramount. The study
utilises publicly available audited financial statements and data from the Rahavard Novin
software, which compiles financial data for listed companies on the TSE.

Potential ethical issues stem from using secondary data related to corporate gover‑
nance, such as board compensation details and debt structure decisions, which could
reflect corporate strategies. As such, the researchers ensure that no confidential or pro‑
prietary information that could harm individual firms or stakeholders is disclosed. Data
anonymisation and compliance with the ethical guidelines of financial research, such as re‑
specting the corporate governance laws in Iran and abiding by data protection regulations,
are upheld throughout the study.

Additionally, the research navigates the socio‑cultural sensitivity surrounding gen‑
der roles in Iran, ensuring that the results are interpreted objectively without cultural bias
despite the patriarchal context in which the study is situated.

5. Discussion
The role of a company’s board of directors is crucial in overseeing executive man‑

agement and safeguarding shareholder interests. Extensive research has highlighted the
value of board diversity, noting that female members bring unique experiences and ethi‑
cal perspectives. Board diversity can manifest through observable characteristics such as
race, gender, and age as well as intangible qualities like education and work experience.
Our study supports the notion that female directors exhibit a heightened focus on mon‑
itoring activities and tend to prefer short‑term debt instruments to align the interests of
managers and shareholders. This finding underscores the belief that increased female rep‑
resentation enhances corporate riskmanagement practices. Fromboth social and economic
perspectives, it is imperative to advocate for gender equality in management positions, as
discriminatory practices can hinder effective human resource utilisation and impede or‑
ganisational performance.

Our study has revealed a negative association between board gender diversity and
long‑term leverage, which aligns with the gender ethics framework. Contrary to be‑
havioural perspectives suggesting women’s risk aversion influences debt structure deci‑
sions, our findings suggest otherwise, consistent with prior research. We found that board
compensation strengthens the relationship between board gender diversity and debt struc‑
ture. This indicates that higher levels of board compensation contribute to better align‑
ment of management and shareholder interests while mitigating managerial risk‑taking
behaviours. These results align with the literature by Brockman et al. (2010) and Datta
et al. (2021), highlighting the importance of board composition and compensation prac‑
tices in shaping corporate financial decisions.

Agency Theory provides a robust framework for describing the results of this study.
Agency Theory elucidates the conflicts of interest between principals (shareholders) and
agents (managers). This theory is particularly apt for examining corporate governance is‑
sues, such as board composition and its impact on financial decisions.
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Agency Theory posits that agents may act in their self‑interest, potentially at the ex‑
pense of principals. Female directors, hypothesised to exhibit higher ethical standards,
can mitigate these conflicts by aligning debt structure decisions more closely with share‑
holder interests.

The study supports the hypothesis that companies with female directors prefer
shorter‑term debt, reducing long‑term leverage. This decision aligns with the principal’s
interest by enhancing transparency and accountability and mitigating agency conflicts.

Agency Theory also addresses risk‑taking behaviours in corporate decision‑making.
Female directors, being more risk‑averse, are expected to favour financial strategies that
minimise risk, thereby protecting shareholder value. Female directors’ preference for
longer‑term debt reflects a conservative approach to debt management, reducing liquid‑
ity and refinancing risks, which aligns with shareholders’ desire for stability and lower
risk exposure.

Agency Theory highlights the complexity of incentive structures. Directors’ compen‑
sation plays a crucial role in aligning the interests of managers and shareholders, influenc‑
ing risk‑taking behaviours and financial decisions. The study reveals that directors’ com‑
pensation moderates the impact of board gender diversity on financial leverage. Higher
compensation levels strengthen the relationship between gender diversity and conserva‑
tive leverage decisions, indicating that well‑compensated female directors are more effec‑
tive in reducing agency costs.

In summary, Agency Theory comprehensively explains the study’s findings. Female
directors on corporate boards contribute to more ethical, risk‑averse decision‑making and
enhanced alignment of managerial actions with shareholder interests. The moderation ef‑
fect of directors’ compensation further underscores the importance of incentive structures
inmitigating agency conflicts and achieving optimal corporate governance outcomes. This
theoretical framework supports the empirical results and offers valuable insights into the
dynamics of board composition and financial decision‑making in the context of gender
diversity. Here are some of the contributions of the current study:

5.1. Novel Insights in Financial Decision‑Making and Risk Management

a. Gender Influence on Corporate Financing: This study provides new evidence on
how female board representation impacts financial decisions, specifically in debt
structure and risk management. The research shows that female directors tend to
favour more conservative financial strategies, such as reducing long‑term debt. This
risk‑averse behaviour supports the view that gender diversity can act as a moder‑
ating force in corporate risk‑taking, promoting stability during periods of financial
decision‑making. This is particularly valuable in corporate governance frameworks
where risk mitigation is critical.

b. Moderating Role of Board Compensation: A key finding of this study is the moder‑
ating effect of board compensation on the relationship between gender diversity and
debt structure. This insight is novel because it highlights how compensation struc‑
tures can influence the extent towhich female directors’ risk‑averse behaviours affect
financial decisions. It suggests that well‑compensated female directors may be better
positioned to ensure financial prudence and alignment with shareholder interests.

c. Application to a Developing Economy: The study’s focus on Iran adds value to the
existing literature by exploring gender diversity in a non‑Western context. Iran’s dis‑
tinct socio‑cultural and regulatory environment, which includes Islamic finance prin‑
ciples and corporate governance limitations, offers a unique setting to understand
how gender diversity influences financial behaviour. The research expands the dis‑
cussion beyond Western economies, providing insights into how female board rep‑
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resentation could influence risk management strategies in emerging markets. This
is particularly relevant for economies where corporate governance structures might
not be as robust as those in more developed countries.

5.2. Contribution to the Broader International Literature

a. Broader Implications for Gender Diversity: By focusing on a developing economy
like Iran, the paper offers significant contributions to the global literature on gender
diversity and corporate governance. It highlights how cultural and institutional fac‑
tors affect the role of women in decision‑making, offering comparative insights for
other developing economies with similar socio‑economic characteristics. For exam‑
ple, the patriarchal norms in Iranmay limit female directors’ influence. Still, the study
shows that where they can exert influence, they can significantly impact financial risk
management decisions.

This study adds value to the global discussion on gender diversity and corporate gov‑
ernance by illustrating how these factors play out in an Iranian context. The Iranian mar‑
ket, characterised by complex regulatory structures and societal norms regarding gender
roles, provides an ideal setting to explore the broader impact of female participation in
board decisions. The study extends the conversation beyond the typical Western‑centric
perspectives, where much of the literature has focused. It highlights how board gender di‑
versity affects financial risk‑taking and management, which may differ based on cultural
and regulatory environments. The research underscores the necessity of promoting gen‑
der diversity in corporate governance to improve decision‑making processes, especially in
emerging markets. It highlights the potential benefits of including women in key decision‑
making roles to enhance risk management strategies in corporate finance.

b. Expanding the Scope of Corporate Governance Studies: Most studies on gender di‑
versity have concentrated on developed economies, with Western governance struc‑
tures at the forefront. This paper contributes to the global discussion by showing that
even in countries with weaker governance mechanisms, gender diversity still plays
a crucial role in shaping ethical financial decisions. The unique challenges faced by
Iranian corporations—such as economic instability and regulatory limitations—allow
for a broader understanding of how board gender diversity can drive better risk man‑
agement outcomes across different economic and cultural landscapes.

c. Contextual Significance: Iran’s Islamic finance system, where interest‑based trans‑
actions are prohibited, creates a unique backdrop for studying financial decision‑
making. This context further emphasises the need for ethical governance and con‑
servative financial practices—to which female directors can contribute significantly.
The findings suggest promoting gender diversity in such contexts could lead to more
ethical and transparent financial management. This provides a valuable case study
for international governance bodies and policymakers looking to enhance global di‑
versity and risk management practices.

In conclusion, the paper provides new perspectives on how board gender diversity
intersects with corporate financial risk management in emerging markets like Iran. Its in‑
sights into the role of female directors in promoting conservative debt structures and its
focus on the moderating role of compensation systems enrich the global discourse on cor‑
porate governance, diversity, and risk management.

6. Conclusions
This study highlights the critical role of board gender diversity in corporate risk

management and financial decision‑making. The findings indicate that female directors
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contribute to more conservative debt structures, reducing overall financial risk, mainly
through shorter‑term debt instruments. Furthermore, the moderating effect of board com‑
pensation strengthens the alignment between management and shareholder interests, en‑
hancing risk mitigation and improving the ethical governance of the firms.

From a practical perspective, the results underscore the importance of promoting gen‑
der diversity on corporate boards to optimise financial decision‑making and manage risk
effectively. Companies prioritising diversity can benefit from improved risk management
practices andmore sustainable financial structures. Policymakers and regulators may also
consider these findings when developing frameworks to encourage gender diversity and
robust governance practices in corporate boards, particularly in emerging markets.

6.1. Study Limitations and Their Impact on Generalizability
6.1.1. Geographical and Cultural Context

The study is conducted within Iran’s specific socio‑cultural and regulatory frame‑
work, a developing economy with distinct cultural and institutional norms. These norms,
particularly regarding gender roles and corporate governance, differ significantly from
those in Western and other global economies. Iran’s patriarchal context may impose im‑
plicit biases and resistance against female board members, which might not be as pro‑
nounced in different regions. Therefore, while the findings offer valuable insights into
the influence of board gender diversity on debt structure and risk management, they may
not be readily generalisable to countries with different governance standards, regulatory
frameworks, and cultural settings.

6.1.2. Exclusion of Specific Industries

The study excludes several vital industries, including financial institutions, banks,
insurance firms, and investment companies. Due to regulatory and financial constraints
specific to their sectors, these industries tend to have distinct capital structures, leverage
practices, and risk management approaches. The exclusion ensures data homogeneity but
limits the scope of the findings. Thus, the resultsmight not apply to industrieswhere sector‑
specific regulations influence leverage and debt decisions. Further studies that include a
broader range of industries could provide more comprehensive insights.

6.1.3. Timeframe of the Study

The data collection spans five years (2017–2021), a relatively short period to capture
long‑term trends in board gender diversity and financial decision‑making. While the study
does account for fixed‑year effects, longer‑term studies might reveal different patterns or
changes in gender dynamics and riskmanagement over time, especially in crisis periods or
periods of economic recovery. Extending the time limit could also mitigate the influence
of short‑term economic conditions, such as market fluctuations or changes in government
policies, which may have influenced the results within the selected period.

6.1.4. Corporate Governance and Board Compensation

The study highlights board compensation as a moderating factor in the relationship
between board gender diversity and debt structure. However, the specific governance
mechanisms in place in Iran, such as weaker corporate governance structures and lack
of transparency, may further limit the applicability of the results to other countries with
more robust governance frameworks. In economies with better‑developed accountability
and transparency standards, the moderating effect of board compensation on financial
decision‑making might operate differently.
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6.1.5. Data Source and Availability

The reliance on the Rahavard Novin software and audited financial reports ensured
the study’s accuracy. However, these sourcesmay not fully capture the nuanced dynamics
of board discussions or the informal influences in boardrooms. Additionally, this reliance
on secondary data limits the study’s ability to incorporate qualitative insights into how
gender diversity shapes financial decision‑making.

6.1.6. Recommendations for Future Research

Future research could benefit from expanding the geographical scope to include cross‑
country comparisons, especially in countries with differing levels of board gender diver‑
sity and corporate governance structures. Additionally, longitudinal studies could assess
the long‑term effects of female board representation on financial decision‑making, espe‑
cially during economic volatility. Researchers could also explore qualitative data, such as
interviews or case studies, to better understand the interpersonal dynamics within diverse
boards. The study’s limitations, such as its focus on companies listed on the Tehran Stock
Exchange, suggest that future research should explore the broader application of these
findings across different industries and regions. Further exploration of other factors, such
as economic instability and regulatory frameworks, could provide deeper insights into the
relationship between board composition, risk management, and corporate finance.
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