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Objective: Contingency theory claims that there is no common
sustainability practice that can be applied in the same way to all companies.
Since Achieving the goal of financial sustainability directly benefits the
company's reputation, public image, and standing in society, therefore, it is
attractive to a large portion of its customers or shareholders and management
is effective in achieving this goal. Based on this, the purpose of the present
study is to examine the moderating role of managers' behavioral dimensions
on the relationship between contingency factors and financial sustainability.

Method: Nine research hypotheses were tested and analyzed using the
information of 142 firms listed in Tehran Stock Exchange in the period from
2013 to 2022 (including 1420 firm-year observations) and using multivariate
regression.

Results: Firm size, Environmental complexity and uncertainty respectively
have a positive and significant effect and a negative and significant effect on
financial sustainability, and a significant relationship between board
independence and financial sustainability was not documented. Management
Myopia reversed the direction of the relationship between the board
independence and financial sustainability, but management optimism does not
moderate the relationship between board independence and financial
sustainability. Finally, behavioral dimensions of managers do not have a
moderating role on the relationship between firm size and environmental
complexity and uncertainty with financial sustainability.

Conclusion: Financial sustainability is affected by numerous factors, and a
contingency approach can be helpful in identifying these factors. Meanwhile,
the role of behavioral characteristics of managers can also be influential.
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Introduction

Financial sustainability is different from other non-economic goals such as ethical behavior, social
responsibility, environmental behavior, etc. Achieving the goal of financial sustainability directly
benefits the company’s reputation, public image, and standing in society, therefore, it is attractive to a
large portion of its customers or shareholders. Empirical findings have shown that the specific
characteristics of the company, including financial capacity, leverage, firm size and firm age are
important factors that affect the level of financial sustainability. Contingent factors are factors that affect
the specific characteristics of an organization in order to be more effective and can include external
factors such as social relations, global awareness of environmental management and technology
dynamics, as well as internal factors such as leadership commitment, integration of sustainability with
the main business strategy. Contingency theory is based on the claim that there is no common
sustainability performance that can be applied in the same way to all companies under the same
conditions. Financial sustainability has become the main goal of management, as documented in most
industrialized countries, through corporate governance codes recognized as good governance, despite
differences in implementation. Therefore, a question is raised about the effect of special contingency
factors on financial sustainability and the role of managers' behavioral dimensions on this relationship.
Based on this, the purpose of the present study is to examine the moderating role of managers'
behavioral dimensions on the relationship between contingency factors and financial sustainability.

Method

The research is applied in terms of purpose, cross-sectional in terms of execution time and
descriptive-correlation in terms of the nature of execution. In order to Empirical test the
association between financial sustainability and fraudulent financial reporting and to examine
the moderating role of quality of corporate governance mechanisms on this relationship, Nine
research hypotheses were presented as follows:

Hypothesis 1: The Firm size is related to the financial firm financial sustainability.

Hypothesis 2: Environmental complexity and uncertainty are related to firm financial
sustainability.

Hypothesis 3: The Board Independence is related to the firm financial sustainability.

Hypothesis 4: Management optimism has a moderating effect on the relationship between
firm size and financial sustainability.

Hypothesis 5: Management optimism has a moderating effect on the relationship between
environmental complexity and uncertainty and financial sustainability.

Hypothesis 6: Management optimism has a moderating effect on the relationship between
board independence and financial sustainability.

Hypothesis 7: Management Myopia has a moderating effect on the relationship between
firm size and financial sustainability.

Hypothesis 8: Management Myopia has a moderating effect on the relationship between
environmental complexity and uncertainty and financial sustainability.

Hypothesis 9: Management Myopia has a moderating effect on the relationship between
board independence and financial sustainability.

Nine research hypotheses were tested and analyzed using the information of 142 companies
admitted to the Tehran Stock Exchange in the period from 2013 to 2022 (including 1420
company-year observations) and using regression.

The independent variable in this research is contingent factors that are determined using
three variables: firm size, environmental complexity and uncertainty and independence of the
board of directors has been operationalized.

The dependent variable is financial sustainability, that according to the following
relationship, it is obtained from the sum of two ratios of net profit and equity over total assets of each
year over the standard deviation of the ratio of net profit over total assets.
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Also, moderator variables including management optimism and management myopia.

Results

In the first three hypotheses, the relationship between contingency factors) firm size, environmental
complexity and uncertainty, and board independence) with financial sustainability are examined. The
results showed that firm size has a positive and significant effect on financial sustainability,
environmental complexity and uncertainty have a negative and significant effect on financial
sustainability, But the board independence does not have a significant effect on financial sustainability.
The fourth to ninth hypotheses of the moderating effect of managers' behavioral dimensions, including
management optimism and Myopia, on the relationship between contingent variables and financial
sustainability were examined. The findings of the examination of these hypotheses documented the
following results: Management Myopia reversed the direction of the relationship between the
independence of the board of directors and financial sustainability. The findings presented regarding
the non-significance of the interactive variable coefficient of management optimism and management
Myopia with firm size and environmental complexity and uncertainty mean that there is no moderating
effect of the variable of managers' behavioral dimensions on the relationship between these
contingency variables and sustainability. It is financial. This finding indicates that the fourth, fifth,
seventh and eighth hypotheses are not confirmed. The interactive coefficient of the management
optimism variable on the board independence is also not significant, which means that management
optimism does not have a moderating role on the relationship between the board independence and
financial sustainability, and this finding indicates the disapproval of the sixth hypothesis.

Conclusions

In recent years, financial sustainability has become the main goal of management, and despite
the differences between industrialized countries regarding how it is implemented, in most of these
countries, this is recognized as good governance through corporate governance codes. On the one
hand, various factors, including specific characteristics of the company, such as financial capacity,
leverage, firm size, and firm age, affect the level of financial sustainability. Based on the
contingency approach, all influencing variables should be considered in the design of the
appropriate model. Considering the complexity of identifying all the important contingent factors
and the type of relationship between them, trying to identify and distinguish different models that
are appropriate to the situation and identifying and analyzing the existing relationships can facilitate
and guide decision-making as much as possible.
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