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Highlights

« This study, using a systems approach and dynamic modeling, reinterprets the destructive
behaviors of institutional investors. o ) )

« Two overarching themes were identified: destructive judgmental behaviors and destructive
perceptual behaviors. ) . ) ) )

*Ten org;\a/lnlzm themes and thirty-three basic themes were extracted using thematic analysis
and AXSDA software. ) S ) )

« Structured corruption was identified as the most influential driver of destructive behavior
among institutional investors. o ) .

*Thesysem repmenlaﬂmrmdel@glalrsthe amic relationships between behavioral driversand outcomes.

« The findings offer a framework for predicting, controlling, and managing destructive behaviors
in the capital market.

Abstract

-In a world where economics and financial behavior reflect psychological complexities and
social structures, the behavior of institutional investors pla)(s a crucial role as a fundamental link in
the chain of macroeconomic decision-making. Meanwhile, destructive behaviors have profound
and sometimes irreversible effects not only on the functioning of financial markets, but also on the
entire economic and social m. This drticle, with a systemic approach and using dynamic and
systematic modeling, seeks fo reinterpret and represent this multi-layered phenomenon in order to
ot only provide a deeper understanding of the hididen mechanisms of destructive behaviors of
institutional investors, but also to draw a framework for predicting and managing these behaviors
in the future. This study, considering the exploratory research approach and Utilizing a qualitative
approach, used the content analysis method. In the first phase, the literature on destructive behavior
of institutional investors was reviewed. Then, qualitative data was collected through interviews with
15 experts and university professors with professional experience in the field of capital markets in
1402. These experts were selected based on the Cai)garﬁ})sn_/e sampling method with a snowball
aﬁgroach, and interviews continued until theoreti ration was achieved. In the second phase,
after reviewing the interviews, the qualitative data collected were analyzed using the Atride-Sterlin
thematic analysis method and coded using MAXQDA software. Finally, in the quantitative
based on systemic representation modellrjl% the drivers and consequences of institutional investors
destructive behaviors were determined. The results of the present study indicated 2 overarching
themes, 10 organizing themes, and 33 basic themes. Findings from the quantitative system
representation modeling showed that the most motivating dimension of institutional invéstors’
destructive behavior is Structured corruption, which is considered a motivation arising from the
pattern of perceptual destructive behaviors and can have the consequence of unidimensional
analysis and adverse :
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Background and Significance

In the contemporary financial landscape, institutional investors have
become the cornerstone of market movements and macroeconomic
decision-making. Their vast influence extends beyond mere financial
transactions to the overall economic and social systems. However, certain
patterns of behavior exhibited by these investors transcend the boundaries
of rational economic conduct and enter the realm of destructive behaviors.
These behaviors—often rooted in excessive individualism, short-termism,
and moral detachment—can disrupt market stability, erode public trust,
and foster systemic inequality.

This research is motivated by the growing evidence that such
destructive behavioral patterns among institutional investors are not
isolated anomalies but manifestations of deeper psychological,
organizational, and systemic imbalances. Therefore, a systematic and
dynamic reexamination of their drivers and consequences is crucial for
both theoretical advancement and policy formulation in the field of capital
market regulation.

Objectives

The main objective of this study is to systematically reinterpret and
represent the phenomenon of destructive behavior among institutional
investors using a systemic and dynamic modeling approach. Specifically,
the study seeks to:

Identify and categorize the key drivers and behavioral mechanisms
underlying institutional investors’ destructive actions.

Develop a system-based conceptual model that explains the
interconnections between judgmental and perceptual destructive
behaviors.

Explore the systemic consequences of these behaviors on market
performance, investor trust, and long-term financial stability.

Provide a practical framework for policymakers and regulators to
predict, control, and manage destructive tendencies within institutional
investment practices.

Methodology

Adopting an exploratory qualitative approach within the interpretive
paradigm, the study employed thematic analysis based on the Attride-
Stirling (2001) model. Data collection was carried out through semi-
structured, in-depth interviews with 15 academic experts and market
professionals in the field of capital markets during the year 1402 (2023—
2024). The experts were selected using purposive sampling with a
snowhball strategy until theoretical saturation was achieved.

The qualitative data were coded and analyzed using MaxQDA software.
Themes were organized into three hierarchical levels: global (overarching),
organizing, and basic themes. The reliability of the coding was verified
through triangulation, involving data-source, investigator, methodological,
and theoretical validation.

In the quantitative phase, the study utilized systemic representation
modeling to map the dynamic interrelations among the identified
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behavioral themes. Subsequently, a Delphi analysis was performed to
validate the model dimensions and confirm consensus among experts.

Findings

The research identified two overarching themes—(1) judgmental
destructive behaviors and (2) perceptual destructive behaviors—
encompassing ten organizing themes and thirty-three basic themes.

The organizing themes included: reference point (point of reliance),
self-observation (overconfidence), reliance on analysis in stock trading,
locus of control, one-dimensional analysis and adverse effects, limited
attention, structured corruption, short-term psychological shock,
stereotyped behaviors, and self-serving bias.

Among these, structured corruption emerged as the most influential and
motivating driver of destructive institutional behavior. This dimension,
arising from perceptual destructive behavior patterns, generates adverse
effects such as narrow analytical focus, moral disengagement, and
distorted decision-making.

The systemic representation model further revealed a network of causal
feedback loops linking psychological biases, organizational incentives,
and regulatory inefficiencies. These interactions intensify the propagation
of destructive behavior, leading to cyclical patterns of market volatility and
erosion of ethical norms within financial institutions.

Discussion

The study demonstrates that institutional investors’ destructive
behaviors are not isolated or spontaneous; rather, they evolve from
systemic interdependencies between internal motivations (e.g., excessive
self-confidence, reward structures) and external conditions (e.g., weak
regulation, market pressure).

From a philosophical-economic perspective, such behaviors reflect a
transition from collective rationality to individualistic utilitarianism—a
phenomenon that can be interpreted as “economic alienation.” This shift
undermines market integrity and distorts the relationship between power
and responsibility in financial systems.

By combining systemic theory and behavioral finance, the study
bridges a critical gap in the literature by offering an integrative framework
that connects ethical, cognitive, and institutional dimensions of investor
behavior.

Practical and Theoretical Implications

From a theoretical standpoint, the study contributes to the behavioral
finance literature by introducing a dual-dimensional framework
(judgmental vs. perceptual destructive behaviors) and integrating
qualitative thematic findings with systemic modeling.

From a practical perspective, the findings can inform policymakers,
market regulators, and institutional managers in:

Developing preventive mechanisms to reduce structured corruption and
short-termism.
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Designing incentive systems that encourage transparency and ethical
accountability.

Enhancing market resilience through improved governance and
behavioral monitoring frameworks.

Limitations and Directions for Future Research

While the qualitative approach provides deep insights, the study’s scope
is limited to expert perceptions within the Iranian capital market context.
Future studies can employ quantitative simulations or cross-market
comparative analyses to generalize the systemic dynamics identified.
Moreover, integrating real-time behavioral data or agent-based modeling
could enhance predictive accuracy.

Conclusion

This research redefines the understanding of institutional investors’
destructive behaviors by revealing their systemic and dynamic nature. The
results underscore that managing these behaviors requires not only
financial regulation but also ethical reinforcement and cognitive
restructuring within institutional systems.

By exposing the underlying mechanisms and feedback structures, the
study provides a roadmap for transforming destructive investment patterns
into more rational, responsible, and sustainable financial conduct—thereby
contributing to the long-term stability and integrity of capital markets.
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