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Abstract
Objective: This study aims to examine the relationship between the gender of the chief financial
officer (CFO) and the efficiency of corporate investment, especially over-investment.

Methods: The independent variable is the gender of the CFO and the dependent variable is over-
investment. The research method is correlation type and multivariate regression using panel data
with a logistic regression model approach. The data of manufacturing companies in the Tehran Stock
Exchange has been collected from 2017 to 2021.

Results: The findings of the research show that the presence of a female financial manager is
significantly related to the reduction of the company's over-investment level, so gender plays a role in
the economic decision-making and investment of companies.

Conclusion: Female chief financial managers are more risk-averse compared to male chief financial
managers and consider the interests of shareholders in the company’s economic decisions. Therefore,
companies should pay special attention to gender diversity at the level of company managers in
making decisions and economic investments.
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1 INTRODUCTION

Although women always make up more or less half of
the members of society, in the field of decision-making,
women'’s access to jobs and management positions has not
been equal to the small increase in their participation in the
labor market, and they still do not have a colorful presence
in the field of positions of power in companies. Few women

can reach the top management level. Although this situation
exists in all developed and developing countries, the
intensity of gender inequality is much greater in developing
countries. Despite the advantages of the presence of
female managers in companies, especially in developing
countries". Most past research shows that when making
financial decisions, female Chief Financial Officers (CFOs)
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are less bold, less aggressive, less self-confident, and
therefore more cautious and more ethical than male CFOs™
¥, CFOs have an influential position in companies and
their position is after the chief executive officer (CEO) and
they are the financial stewards of the company™. As can be
seen, financial managers have a colorful role in companies.
According to this issue, the focus of empirical research is
on the issue that female financial managers are influential
in the accounting and financial decisions of companies and
in companies with female financial managers, compared
to companies with male financial managers, decisions will
be different regarding financial issues and Accounting. For
example, previous research shows that there is a positive
relationship between the use of conservatism in financial
reporting and the presence of female financial managers
in companies'”, lower-cost loans and contracts with more
favorable terms, have lower debt levels"", there is a low
probability that they manipulate profits">"* and are more
cautious in evaluating studies and financing projects'®.
In the research conducted by, we did not find evidence
that shows that the gender of senior financial managers
has a direct effect on discretionary accruals. Although the
findings of most of these studies show that female financial
managers can help improve company performance, the
research in this field is still limited, and the results are also
different.

The work area of financial managers is in the financial
and accounting departments of a company and they
continuously monitor and manage the activities of the
financial and accounting department. Compared to other
senior managers of the company, they have the most direct
influence on all financial and accounting decisions™'.
They oversee matters such as internal control, financial
reporting, budgeting, and current and capital expenditures
of the company™"*'.. The role of financial managers is not
only to supervise the accounting circle and the financial
reporting process, but they are also influential in making
strategic decisions for the company" ", There is a view
that they play a central role in guiding CEOs and boards
of directors in the company’s investment decisions'**"*”.
Therefore, the present study expands the research literature
on CFO gender by examining whether CFO gender affects
the firm’s investment choices and outcomes, i.€., firm over-
investment.

Theoretically, Meckling and Jensen” suggest that
information asymmetry may lead to a conflict of interests
between managers and shareholders, which leads to deviation
from the optimal level of investment, i.e. investment
inefficiency. Investment inefficiency is divided into two
categories. When the company invests in a project and
the net present value of that project is negative, it is called
overinvestment. Sometimes the company has enough
financial resources and invests in projects whose net
present value is positive, which is called underinvestment.
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The decisions that the company makes about investment
can reflect the risk-taking or risk-aversion of the mana-
gers'®*. Overconfidence in senior managers can lead to
overinvestment in the firm, which will have a negative
impact on investors™***". Some managers tend to exaggerate
in estimating the returns of future investment projects and
estimate the probability of failure as low as possible, which
are characteristics of overconfident managers”*". According
to agency theory, the reason for managers’ willingness to
overinvest is actually to gain personal benefits. Personal
interests that lead to large corporate empires*"*"!. Therefore,
self-serving managers are more likely to overinvest when
they can access abundant domestic financing sources that
are obtained from external capital markets'”. If they are
not well monitored by investors and corporate governance
mechanisms, self-serving managers may sub-optimally
invest corporate capital to pursue personal gains at the
expense of the firm’s long-term value® ", However,
because managers typically have superior information
about the firm’s operating performance and prospects
than outsiders, diversified investors have limited ability to
monitor and discipline managerial misconduct”*****. In
this research, instead of the gender diversity of CEOs and
other senior managers, the focus is on the gender of senior
financial managers, because as mentioned in the previous
literature, financial managers usually manage and supervise
the accounting and financial departments of the company.
Therefore, there is a direct relationship between them
and the financial decisions of the company because they
have the greatest impact on the accounting and financial
decisions of the company"'*..

The purpose of this research is to provide a descriptive
and empirical analysis of the importance of the gender
of senior financial managers as a measure of corporate
governance and corporate over-investment as a measure
of investment efficiency. A lot of research has been done
on this issue and researchers have used different criteria
to examine corporate governance. Undoubtedly, the
relationship between the gender of the CFO and corporate
over-investment is one of the most important issues to
investigate. However, early research was mainly descriptive
and focused on developed countries. As a result, the lack of
empirical studies examining the relationship between the
gender of senior financial managers and corporate over-
investment of companies operating in developing countries
is felt. In this regard, the research background points to a
gap in which the gender of senior financial managers has
a different effect on corporate over-investment. To address
the existing gap in the accounting and auditing background,
this research raises the question of what is the significance
of the relationship between the gender of senior financial
managers and corporate over-investment as a measure of
investment efficiency. Therefore, this research aims to cover
the existing gap by examining the relationship between the
gender of senior financial managers and corporate over-
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investment. In accordance with previous research, in this
research, to measure the independent variable of the gender
of senior financial managers, the two-dimensional index
of zero and one was used, and to measure the dependent
variable of corporate over-investment, the Richardson
model”” was used.

This research contributes to the growing volume of
theoretical foundations of the subject in two ways. First,
it extends to research that examines how the personal
characteristics of financial managers influence the firm’s
investment choices. Previous research on corporate
investment focused mainly on firm- and market-level factors
and generally treats all executives other than the CEO as a
homogeneous group. Financial managers are very important
due to their position and responsibilities in the company. They
have become the most important senior managers other than
CEOs and directly supervise the company’s accounting and
financial functions'. Therefore, this research focuses on the
performance and value of financial managers. By examining
the gender of financial managers, this research expands the
perspective of what drives a firm’s investment performance.
This research is the first research that identifies and measures
the effect of the gender of senior financial managers on
investment efficiency at the company level. Second, the
findings of the research expand the theoretical foundations
of gender diversity in the company’s senior management
teams. Although women make up almost half of the total
workforce in companies, they are still underrepresented in
many powerful positions in companies!'”. Research findings
show that increasing gender diversity in senior executive
teams can help move companies away from risky policies
and shareholder profits. Although most empirical research on
CEO gender supports the conclusion that female executives
outperform their male counterparts and are likely to act in
the interests of shareholders, research in this area is still
limited and results are mixed. Thus, more research on this
issue is necessary. The present study strengthens this cause
by showing evidence that the inclusion of female CFOs
among senior managers has beneficial effects on investment
behavior at the firm level. Thirdly, its scientific achievement
can provide useful information to company managers to
avoid over-investment by including women as financial
managers.

The continuation of the article is compiled as follows.
The second part examines the theoretical foundations and
background of the research and presents the hypothesis
of the research. The third part explains the methodology,
research design, and data selection methods. Experimental
results are reported and discussed in the fourth section. The
fifth section provides conclusions and final remarks.

2 LITERATURE REVIEW AND HYPOTHESES
DEVELOPMENT
The results of the conducted research show that there
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is a positive and direct relationship between individual
characteristics and their decision-making and judgment,
and individual characteristics can shape their decisions.
Based on this, the decisions made in companies can show
the individual characteristics of managers”. Previous
research shows that gender can affect corporate decisions
because the attitude to risk and ethical standards are
different in men and women, and this difference can affect
managerial behavior™®. The findings of most empirical
studies show that in important decisions and problems,
women are usually less risk-taking than men, and as a
result, they act more cautiously in making decisions.
Cohen et al.and Riley Jr and Chow"*” found that women
tend to be less risk-taking than men. According to gender
theory, some studies show that women are more cautious
than men in identifying and measuring income and assets
and require higher verifiability standards for gains than
losses™'”!. Other research shows that women choosing
retirement options™*'** and common stock portfolios act
more conservatively. Barber and Odean” and Fehr-Duda,
De Gennaro, and Schubert™! found that women were less
likely to be overconfident in financial decisions. Huang
and Kisgen'” argue that female managers are generally
less confident than male managers in important financial
decisions of the company. The findings of Ho et al."”! show
that conservatism in financial reporting is more prevalent
in companies with female CEOs than in companies with
male CEOs. Faccio, Marchica, and Mura"” state that
companies with female CEOs have lower leverage, lower
earnings volatility, and higher chances of survival. Gul,
Srinidhi, and Ng*" provide evidence that the stock prices
of firms with female directors on the board consistently
convey more information. Adams and Ferreira®” and Chen,
Eshleman, and Soileau® found that boards with female
directors have been shown to provide better supervisory
performance. Other research shows that female directors
are associated with improved earnings quality"™” and future
firm performance™. Some research has also shown that
men and women have different attitudes to moral principles
during evaluation™"*. Bernardi and Arnold Sr."” found
that female managers in five of six major accounting firms
had higher ethical standards than their male counterparts.
Cumming et al.”” state that female senior managers are less
likely to engage in securities fraud. Other research shows
that women also follow tax reporting regulations more than
men”"**. In addition, the findings of B. Francis et al.””
regarding gender and corporate tax decisions show that
male CFOs are more aggressive than female CFOs. Due to
the increasing emphasis on the role of financial managers in
recent decades, the gender influence of financial managers
on the accounting and a financial decision of the company
have attracted the attention of researchers. However, the
research in this field is still very limited and the research
results are not conclusive. Barua et al.""” found that female
financial managers are less likely to manipulate earnings
than male financial managers, but Ge et al."* found no
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evidence that the gender of CFOs has a direct effect on
the quality of accruals. Huang and Kisgen' argue that
female financial managers are more cautious in evaluating
education and financing projects. B. Francis et al.”* found
that companies with female CFOs usually receive loans at
a lower price and contracts with more favorable terms. B.
Francis et al."” found that female financial managers are
more conservative in financial reporting. Gupta et al."” state
that female financial managers are less likely to be involved
in false financial reporting. Schopohl et al."" provide
evidence that female financial managers are more effective
in reducing the level of corporate debt. Evidence that
women are more risk-averse, conservative, and cautious
than men in identifying income and assets comes from
relevant theories in psychology, finance, and accounting.
Although most findings show that more cautious and risk-
averse CFOs can benefit the accounting and financial
decision-making of firms, research is still needed to answer
whether CFO gender is a relevant factor in decision-making
and firm performance!"”.

An investment decision is a decision taken by a company
to spend its funds in the form of specific assets to obtain
future profits””. Over-optimal investment occurs when
firms invest in projects with a negative net present value,
while suboptimal investment occurs when firms abandon
projects with a positive net present value'®. Corporate
investment has long been an important topic in the
accounting and finance literature, as investment efficiency
is a key driver of growth (at the macroeconomic level)
and returns for investors (at the firm level)**. By adapting
the theory of Tobin'®" with the neoclassical interpretation,
many researchers believe that the Q ratio is the only driver
of the company’s capital investment policy"”. According to
this theory, companies tend to invest in a new project until
the marginal benefits of this investment equal the marginal
costs. Managerial overconfidence has an important impact
on corporate investment policies'®**". For example,
Malmendier and Tate"™ Malmendier and Tate'™ and Yue
Liu and Taffler'”’ show that managers’ overconfidence and
the sensitivity of corporate investment are there. Sautner
and Weber® and Ben-David, Graham, and Harvey[“]
state that the overconfidence of senior managers in
various company decisions, from the word investment,
is influential. A manager who overestimates his ability
usually expects a higher-than-average payment rate and
assumes a low discount rate for a one-period project””***”.
Overconfidence leads managers to believe that they are in
control of outcomes and underestimate the likelihood of
failure””***), The manager and shareholders usually have
the same goal of maximizing shareholder wealth, but the
interests of both parties may differ. This conflict creates the
problem of representation. Therefore, both over-investment
and under-investment create agency problems. According
to agency theory, the utility functions of investors and
managers are different: investors seek the maximum return
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on a profitable investment with minimum risk; while top
managers try to maximize the sphere of power and influence
of an organization or individuals'®"", Top managers often
believe that their rewards, such as compensation, prestige,
power, and job satisfaction, can be enhanced by managing
and controlling a growing firm®’”. This agency conflict
between investors and top managers can lead to excessive
abuse of managerial discretion and over-investment
policies™. Thus, over-investment may result from top
managers wanting to enjoy the personal benefits associated
with building large corporate empires™***". Narcissistic
managers who overestimate their control over outcomes
and underestimate the probability of failure, motivated by
empire-building ambitions, tend to continue investing even
after all projects with positive net present value have been
completed®”™. The inflow of external financing from the
capital market allows overconfident managers to invest
more, thereby increasing investment deviations”™". If these
managers are not well monitored by external investors and
internal controls, they are likely to over-invest for private
gain rather than act in the best interest of investors. These
value-destroying projects have an asymmetric impact on
managers and investors. When investments have negative
results, opportunistic managers may manipulate financial
disclosures to hide bad news and increase firm performance
to avoid personal losses".

The efficiency of corporate investment is a key factor for
corporate growth and return on investment for investors™®.
Corporate investment decisions are typically made by
the senior executive team"®””. Financial managers are
a key leader who, in addition to being responsible for
the company’s financial and accounting affairs are also
involved in the company’s strategic planning and decision-
making. Financial managers are also able to interact with
board members and the CEO due to acquiring sufficient
financial and strategic knowledge'™'®’. Financial managers
oversee financial reporting and internal controls, as well
as the company’s budgeting and spending (investment
and operating expenses)”'>'®’. They are responsible
for collecting data, performing analysis, and making
recommendations to the CEO and the board of directors.
They are second only to CEOs in terms of hierarchy and,
therefore, CFOs work closely with CEOs and the board of
directors”’. They have financial expertise in identifying and
evaluating potential investment projects and are in a unique
position to implement investment decisions. Therefore,
CFOs are expected to play an essential role in the senior
management team in guiding CEOs and the company in the
company’s investment strategy' *>'*?. Due to the increasing
focus on the role of financial managers, researchers
have begun to study the impact of financial managers
on corporate investment strategy. Yin Liu et al.""® found
that companies with CFOs on the board have significant
improvements in the company’s investment efficiency and
operational performance. Ferris and Sainani”" found that
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influential CFOs can increase the likelihood of mergers
and acquisitions (M&A) and improve shareholder value
for firms during M&A. Ginesti et al.”” state that the
personal characteristics of financial managers can affect
the research and development (R&D) investments of the
company. Hoitash et al”’ show that firms with a CFO are
associated with lower investment and a lower level of
external financing (through equity and debt issuance). Yin
Liu, Neely, and Karim”™ found that female CFOs were
significantly associated with a reduction in the firm’s level
of over-investment, thereby protecting investors’ long-term
interests. Considering the limited amount of research in this
field, more research is needed to understand the potential
influence of CFOs on corporate investment.

According to the background of the research and to
achieve the goals of the research and answer the research
questions, the following hypothesis is formulated:

Hypothesis 1 (H1). There is a significant relationship
between female senior financial managers and corporate
over-investment.

3 METHODOLOGY
3.1 Data and Sample Selection

This study’s initial sample consists of all firms listed in
Tehran stock exchanges from 2017-2021. Following prior
studies and to ensure the representativeness and accuracy
of the research data, financial firms were excluded from
the sample due to their different investment choices and
accounting data, and samples with missing data were
excluded.

After the exclusions and data matching, the final sample
consisted of 685 firm year observations, representing 137
firms on the Tehran Stock Exchange for the period 2017-
2021. In this paper, CFO characteristic data were collected
manually from the annual reports, and financial and other
data were collected from the Tehran Stock Exchange
database. All continuous variables are winsorized at the 1st
and 99th percentiles to reduce outliers.

3.2 Regression Model

To investigate the relationship between the independent
and dependent variables of the research, a multivariate
regression model used the panel method. The model used in
the multivariate regression method to test the hypothesis is
formulated as follows.

Fyew,,=a+p;CFOgender;,_1+ Zf:l yicontrols;,_1+&;; (1)

Dependent variable - corporate overinvestment (I°vew,,):
Generally, two models are used to measure investment
efficiency. One was presented by Vogt (1994)"" using
the interaction between cash flows and investment
opportunities (Tobin’s Q). The second one was presented
by Richardson (2006)"*". Richardson (2006)"” decomposes
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total investment expenditure (I;or, ) into two components:
(1) investment required to maintain assets (Iyanrenance)
and (2) expected investment in new projects (Iygy). Total
investment expenses include the sum of capital expenses,
research and development expenses, and education
expenses minus the proceeds from the sale of property,
machinery, and equipment.

ITOTALi,t=CAPXi,t + ACQi.t + RDi,t - SaleSPPEi't (2)

IroraL,, : Total investment; CAPEX; : Capital expenditure;
ACQ;;: Acquisition costs; RD;;: Research and development
expenses; SalesPPE;: Income from the sale of property,
machinery and equipment.

The investment required to maintain assets is estimated
by depreciation and expiration costs. The investment
required in new projects is measured as the difference
between the total investment expenditure and the
investment required to maintain the asset. The required
investment in new projects is then decomposed into
expected investment expenditures in new projects with a
positive net present value (1" yz,) and unexpected (abnormal)
investment expenditures (i2ygy). Therefore, following
Richardson (2006), the following regression is used to
estimate the firm’s new investment:

INEWm:a+,b’IBTMi,t,1+ﬁ2Leverageivt,1 + BsCash;,_q
+ Baln(FirmAge);,_1 + BsSize;,_q + BeStockReturn;,_; + Brlnew,_ + €ie

(3

The fit value of model (2) measures the expected
investment expenditure in new projects with a positive
net present value I"ygw. The residual (unexplained part)
of the model (2) is the overestimation of corporate
investment, I*ygw. If the residual of the model is positive, it
indicates overinvestment, and if it is negative, it indicates
underinvestment. The control variables of the model (2)
include growth opportunities (BTM), corporate leverage
(Leverage), cash retention at the company level (Cash),
natural logarithm of company age (LnFirmAge), company
size (Size), stock return (StockReturn) and New investment
last year (Ingw,, ;). Also, industry-fixed effects and year-
fixed effects are considered in the model (2) to control
industry and year-specific shocks to company investment.
To measure over-investment, the values of positive errors
are chosen, and the number is one, and negative errors
are set equal to zero. Figure 1 shows overinvestment and
underinvestment.

IroraL,, = Imavrenance, + Ivew,, — (4)
Ivgw,, = I"new,, + IFnew,, )

Ingw,, = @+ BVPe_y + @Ze_y + Inew,, (6)

Independent variable - gender of CFO gender: is an
indicator variable. If the CFO in year t and for the company
11s a woman, the number is one, and otherwise, it is zero.

Control variable: based on previous research, a set of
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Investment to
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) Over-investment
Investment in i _ g
) in New Projects
New Projects

New Investment(Inew) ‘

* £
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Figure 1. Overinvestment and underinvestment (Richardson, 2006).

Independent variable:

Dependent variable:

CFOgender

corporate overinvestment

Control variable:
LnMV
MTB
SalesGrowth
CashFlow
WCapital
STDEV
Debt
Dividend
ZScore

Figure 2. Conceptual Model of Research.

company-level variables that influence the over-investment
of companies has been used as control variables”***,
The control variables related to the company’s investment
opportunities are: the company’s market value (LnMV),
the ratio of market value to the book value (MTB), and
sales growth (SalesGrowth), the control variables related
to the company’s financial crisis are: operating cash flows
(CashFlow), net working capital ratio (WCapital), standard
deviation of cash flow (STDEV), offering new debt (Debt),
dividends paid (Dividend) and risk of financial bankruptcy
(ZScore). Figure 2 shows the relationship between the
variables.

4 EXPERIMENTAL RESULTS
4.1 Descriptive Statistics

Table 1 shows some concepts of descriptive statistics
for the statistical sample of the research. The average over-
investment by companies is 0.584, which shows that 58.4%
of companies have over-investment. The average value of
female CFO is equal to 0.147, which shows that 14.7% of
companies have a female senior financial manager. Almost
92.8% of companies have paid dividends and 43.6% of
companies have issued debt. The average value of the
company’s market value, sales growth, operating cash flow,
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market value to book value ratio, cash flow fluctuation, net
working capital ratio, financial bankruptcy risk, 15.429,
0.419, 0.538, and 6.033 respectively. 0.097, 0.196, and
6.419.

4.2 Correlation

With the results of the correlation test, we examined
the basic relationship between the variables (univariate
analysis) and, according to the results of Table 2, we can say
that there is a relationship between the variables, and we can
investigate these relationships more closely. To calculate
the correlation coefficient of research variables, the Pearson
correlation coefficient is used. There is a positive correlation
of 0.209 between the CFO gender and the over-investment
of the company, with a significance of less than 1%, which
shows that the over-investment of the company is also
higher in companies where the CFO is a woman. The
correlation coefficients between all independent variables
are small (with a maximum of 0.646), which indicates
the absence of a collinearity problem. Also, the variance
inflation factor (VIF) of independent and control variables
is within the permissible limit (less than 10) and therefore
there is no collinearity. All research variables (based on the
generalized Dickey-Fuller test) are at the significance level.
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Variable Mean Median Max Min S.D
1 Iaew 0.584 1.000 1.000 0.000 0.493
2 CEOgender 0.147 0.000 1.000 0.000 0.355
3 LnMV 15.429 15.408 18.419 12.828 1.620
4 SalesGrowth 0.419 0.339 1.353 -0.212 0.423
5 CashFlow 0.538 0.547 0.879 0.159 0.205
6 MTB 6.033 3.687 22913 1.038 5.811
7 STDEV 0.097 0.070 0.301 0.006 0.084
8 WCapital 0.196 0.205 0.581 -0.229 0.218
9 Debt 0.436 0.000 1.000 0.000 0.496
10 Dividend 0.928 1.000 1.000 0.000 0.258
11 ZScore 6.419 4.123 23.685 0.817 6.027
Table 2. Pearson Correlation Matrix
1 2 3 4 5 6 7 8 9 10 11 VIF
1 1.00
2 -0.217" 1.00 1.10
3 -0.117 -0.277 1.00 1.55
4 011" 0217 0427 1.00 1.32
5 -0.16™ 0.12"7 -0.28"" -0.22"" 1.00 3.36
6 015" 017" 0.387 0.307 0.137 1.00 2.22
7 0.18" -0.06 018" 0147 0177 0137 1.00 1.07
8 012" -0.07" 0.23" 0.20" -0.65" 0.03 0.18" 1.00 1.89
9 017" 0.05 -0.16~ -017” 0.18™ -0.13™ -0.08" -0.117 1.00 1.09
10 -0.2" 0.04 011" -0.02 -0.19" -0.06 0.03 0.24" -0.02 1.00 1.08
11 018" -0.18™ 0.48" 037" -0.65" 0.45" 0.24" 0.55" -0.26™ 0.09” 1.00 3.70
Notes: *, ”, and™ denote 10%, 5%, and 1% significance levels, respectively.

Table 3. Results of Regression Analyses on Corporate

Over Investment

Dependent variable: Iy,

C 1.60™ (3.76)
CFOgender 2166 (-2.64)
LaMV -0.62" (-2.04)
SalesGrowth 0.70" (2.00)
CashFlow 2477 (-2.61)
MTB 1.16™ (2.79)
STDEV 2.07" (2.19)
WCapital 2.317 (2.48)
Debt 1.817 (1.99)
Dividend 2587 (-2.84)
ZScore 1507 (3.47)
Industry fixed effects YES
Year fixed effects YES
McFadden R-squared 0.49

LR statistic 853.62""

Notes:*,”,and”™ denote 10%, 5%, and 1% significance levels, respectively.
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4.3 Multivariate Analysis

To test the hypothesis, the estimation results of the model
presented in Table 3 have been used with the combined data
approach. The logistic regression method is used to estimate
the model.

The LR statistic (853.620) and its significance (0.00)
show that the model is meaningful. McFadden’s coefficient
of determination states that the independent variables of the
model explain about 49% of the changes in the dependent
variable. According to the significance levels obtained
from the significance test of the regression coefficients of
the research, it can be seen that the significance level of the
effect of the gender of the CFO on the over-investment of
a company (0.00) is smaller than the error of one percent.
It can be concluded that there is a significant relationship
between the gender of the CFO and the over-investment
of a company. Therefore, the hypothesis of the research
is accepted at the error level of 1%. The results of control
variables show that sales growth, market - to - book value
ratio, cash flow fluctuation, net working capital ratio, debt
issuance, and financial bankruptcy risk have a positive
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and significant effect on corporate over-investment. The
company’s market value, operating cash flow, and paid
dividends have a negative and significant effect on the over-
investment of a company.

5 DISCUSSION

The results of this study show that the CFO’s gender
is an important determinant level of investment efficiency
for manufacturing companies in emerging economies.
The negative effect of the CFO’s gender on the level of
investment efficiency shows that with the increase in the
presence of female CFOs in companies, the probability
of choosing to over-investment decreases. Therefore, we
conclude that firms with female CFOs have a lower chance
of choosing to over-investment in emerging economies”™ ",
Companies’ investment policies may be affected by agency
problems between managers and investors. Self-absorbed
managers may invest in projects that jeopardize the long-term
interests of investors. The findings of studies that have been
conducted with a focus on psychology and finance show
that women’s self-confidence in making decisions is less,
therefore they act more ethically. Female financial managers
act more conservatively in financial decisions, which stems
from their risk aversion.

This research contributes to the existing theoretical
foundations by documenting the effect of the personal
characteristics of senior financial managers on the investment
efficiency of the company. The present study is one of the
first studies that examines whether the presence of female
financial managers can curb the over-investment of the
company or not. The potential positive effects of employing
female financial managers in the senior management team
extend to both companies and investors. Therefore, the
current research emphasizes the importance of trying to
break the barriers related to the limitation of women to reach
the senior management level of the company in the field of
accounting and finance. The results of this research not only
enrich the theoretical foundations and empirical research
but also provide practical policy implications for companies
to improve investment efficiency and the importance of
monitoring managerial behaviors, corporate governance, and
gender diversity of financial managers.

The current research has certain limitations. First,
the sample of this research includes only manufacturing
companies listed on the Tehran Stock Exchange, so the
results of this research cannot be generalized to non-
manufacturing companies listed on the Tehran Stock
Exchange. Second, there may be other variables influencing
the relationship between female financial managers and
the company’s overinvestment behavior, which are not
considered in this research. Third, a larger sample size could
influence the more precise results of the effect of CFO
gender diversity and firm overinvestment. Considering the
strong interest of the accounting profession, the business
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community, and standard setters in the relationship between
the gender diversity of managers and the quality of financial
reporting and investment efficiency, it is believed that the
relationship between the gender diversity of managers and
corporate investment is still a fruitful research area. The
results of the research can suggest new ideas for conducting
new research on the gender diversity of managers and the
efficiency of corporate investment and the factors affecting
it.

6 CONCLUSIONS, IMPLICATIONS AND LIMIT-
ATIONS

Financial managers have the greatest impact on the
company’s financial decisions compared to other managers,
so their role in the management and performance of
the company has been emphasized a lot. This research
examines the effect of CFO gender on the company’s
investment efficiency. The research findings expand
the existing theoretical foundations by examining how
the gender of CFO affects the investment behavior of
companies, especially the amount of over-investment at the
company level. Using a sample of companies from 1396
to 1400, research evidence shows that female financial
managers have a negative relationship with the company’s
over-investment. This finding is by the theoretical
perspective of agency theory because these companies
prevent the formation of excessive investment due to the
presence of gender diversity of senior financial managers
and proper corporate governance. These findings suggest
that companies with a lack of gender diversity of CFOs
are more likely to deviate from their expected investment
levels. The results of the research emphasize the importance
of gender diversity of CFO Officer of the company as a
resource to reduce conflict of interest and thus ensure the
efficiency of corporate investment. The research findings
are consistent with the risk aversion hypothesis, which
reflects the effect of conservatism and risk aversion of
female managers on company results. Overall, the results
of this research provide evidence that female management
is related to investment efficiency, and improvements are
observed especially in companies that tend to over-invest.
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