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Highlights
. Igarni_ngs persistence positively affects the future earnings response coefficient (FERC).
« Intra-industry connectedness negatively moderates the persistence-FERC relationship.
* The study employs a time-varying parameter OLS (TVP-OLS) approach.
« Evidence is based on 135 firms listed on the Tehran Stock Exchange (2014-2023).
* Results provide new insights into dynamic earnings informativeness in emerging markets.

Abstract

The prediction of future earnings is a primary concern for investors and financial analysts,
having a direct impact on investment decisions and market valuation. The Future Earnings
Response Coefficient (FERC) indicates the extent to which current stock returns reflect
information about future earnings, serving as a key metric for assessing market efficiency and
informational transparency. This study investigates the relationship between earnings
persistence and FERC, with a specific focus on the moderating role of within-industry
correlation. This empirical archival research utilizes panel data from 135 companies listed on
the Tehran Stock Exchange (TSE) over the period 2014 to 2023. Required data were extracted
from audited financial statements as well as the Codal and Rahavard-e-Novin databases. The
research hypotheses were tested using the Time-Varying Parameter Ordinary Least Squares
(TVP-OLS) regression method. The results indicate that earnings persistence has a positive
and significant effect on FERC. Furthermore, within-industry correlation plays a significant
negative moderating role in this relationship; meaning that in industries with higher within-
industry correlation, the positive effect of earnings persistence on FERC is attenuated. From
amethodological perspective, by employing the time-varying parameter approach, this study
enables the modeling of financial relationship dynamics over time and provides new insights
for future research.
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Introduction

Accounting earnings constitute one of the primary sources of
information for investors in capital markets, as they serve as the basis for
evaluating past performance and forming expectations about future firm
outcomes. The ability of current earnings to predict future earnings
represents a key dimension of earnings informativeness. When reported
earnings are more predictable and persistent, investors are expected to react
more accurately, leading to more efficient stock pricing. Consequently,
understanding the mechanisms linking current earnings to future
performance and identifying the determinants of this relationship has
become a central issue in accounting and finance research.

The Future Earnings Response Coefficient (FERC) is widely used in
the literature to measure the extent to which current stock returns reflect
information about future earnings. Building on the framework proposed by
Collins (1989), FERC captures the degree to which changes in current
earnings convey information about future profitability. A stronger
association between current and future earnings implies greater earnings
persistence and, in turn, higher informational content of accounting
numbers.

However, empirical evidence suggests that the behavior of FERC may
differ across developed and emerging markets due to factors such as higher
price volatility, weaker information transparency, and greater information
asymmetry. In emerging markets like Iran, it remains unclear whether
current earnings effectively incorporate information about future
performance. Moreover, prior domestic studies have primarily focused on
the contemporaneous earnings response coefficient, while relatively
limited attention has been devoted to the future earnings response
coefficient and the role of industry-level informational conditions.

One potentially influential contextual factor is intra-industry
connectedness, which reflects the degree of informational and economic
interdependence among firms operating within the same industry.
Industry-wide earnings announcements may shape investor expectations
and influence pricing behavior beyond firm-specific information.
Theoretical perspectives—including signaling theory and pecking order
theory—suggest that more persistent earnings provide stronger signals
about future performance, thereby enhancing market reactions.
Nevertheless, competing views based on informational spillovers and herd
behavior imply that high intra-industry connectedness may either
strengthen or weaken the informativeness of firm-level earnings.

Given these theoretical considerations and the existing research gap,
this study investigates the relationship between earnings persistence and
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the future earnings response coefficient in the Tehran Stock Exchange,
while examining the moderating role of intra-industry connectedness. The
central research question is whether earnings persistence enhances FERC
and whether industry-level connectedness amplifies or attenuates this
relationship.

Methodology

This study adopts an applied, quantitative, and ex post facto research
design to examine the relationship between earnings persistence and the
future earnings response coefficient (FERC), as well as the moderating role
of intra-industry connectedness. The empirical setting consists of firms
listed on the Tehran Stock Exchange (TSE). The main hypothesis-testing
period covers 2014-2023. To obtain dynamic and more accurate firm-year
estimates of earnings persistence and FERC, an extended time window
(2006-2024) was used solely for implementing the time-varying
estimation procedure.

The sample selection criteria included: (i) a common fiscal year-end
(end of March), (ii) exclusion of financial institutions, (iii) availability of
complete financial data, and (iv) the presence of at least eight firms within
each industry to ensure reliable computation of industry-level measures.
After applying these filters, the final sample comprised 135 firms.
Financial data were extracted from audited financial statements and official
databases.

Two panel regression models with year and industry fixed effects were
estimated. The first model examines the direct relationship between
earnings persistence (EP) and FERC. The second model incorporates intra-
industry connectedness (IIC) and its interaction with EP to test the
moderating effect.

FERC was measured using a return—earnings framework in which the
coefficient on future earnings captures the extent to which current stock
returns reflect information about next-period earnings. Earnings
persistence was estimated through an autoregressive earnings model,
where the coefficient on lagged earnings represents the degree of
persistence. Intra-industry connectedness was calculated based on the
covariance structure of firms’ sales growth within each industry.

A key methodological contribution of this study is the use of a Time-
Varying Parameter Ordinary Least Squares (TVP-OLS) approach to
estimate firm-year coefficients dynamically. This method allows model
parameters to evolve over time and better captures changes in market
conditions compared to constant-parameter models. Control variables
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include firm size, leverage, book-to-market ratio, asset growth, return on
assets, and loss indicator.

Results

Descriptive statistics indicate that the mean value of the Future
Earnings Response Coefficient (FERC) is 1.470, suggesting that, on
average, the market positively incorporates information about future
earnings into current stock returns. However, the wide dispersion of FERC
reflects substantial variation in earnings informativeness across firms. The
mean earnings persistence (EP) is 0.221, indicating a moderate level of
persistence among listed firms. The average intra-industry connectedness
(IC) is relatively small (0.044), implying limited but observable
interdependence among firms within industries.

The regression results support the first hypothesis. Earnings persistence
has a positive and statistically significant effect on FERC (f = 0.615, p <
0.05). This finding suggests that more persistent earnings enhance the
extent to which current returns reflect information about future
profitability. The model is statistically significant overall, and diagnostic
tests indicate no serious autocorrelation or multicollinearity concerns.

The second hypothesis examines the moderating role of intra-industry
connectedness. The interaction term between EP and IIC is negative and
statistically significant (f = -29.825, p < 0.01). This result indicates that
higher intra-industry connectedness weakens the positive relationship
between earnings persistence and FERC. In other words, in industries
where firms are more closely connected, the market response to persistent
earnings is attenuated.

Overall, the findings reveal that while earnings persistence enhances
future earnings informativeness, industry-level informational structure
plays a significant moderating role.

Discussion

The results of this study provide empirical support for the theoretical
expectation that earnings persistence enhances the informativeness of
accounting earnings. The positive and significant association between
earnings persistence and the Future Earnings Response Coefficient
(FERC) indicates that investors place greater weight on persistent earnings
when forming expectations about future firm performance. This finding is
consistent with signaling theory, which suggests that stable and repeatable
earnings convey credible signals about a firm’s future prospects. It also
aligns with prior domestic evidence emphasizing the role of earnings
quality in strengthening market reactions.
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However, the moderating effect of intra-industry connectedness reveals
a more nuanced dynamic. The negative interaction between earnings
persistence and intra-industry connectedness suggests that in highly
interconnected industries, the incremental informational value of persistent
earnings is reduced. This outcome supports the herd behavior perspective,
implying that greater similarity in reporting practices among industry peers
may weaken firm-specific earnings signals. Consequently, even when
earnings are persistent, their impact on market reactions may be dampened
in environments characterized by strong industry interdependence.

Overall, the findings highlight the importance of considering both firm-
level earnings characteristics and industry-level informational structure in
explaining variations in market responses.

Conclusions

This study investigates the relationship between earnings persistence
and the Future Earnings Response Coefficient (FERC) in the Tehran Stock
Exchange, while examining the moderating role of intra-industry
connectedness. The findings confirm that earnings persistence
significantly enhances FERC, indicating that more stable and predictable
earnings improve the extent to which current stock returns reflect
information about future profitability. This result underscores the
importance of earnings quality in strengthening market efficiency and
improving the reliability of financial reporting.

At the same time, the study reveals that intra-industry connectedness
weakens this positive relationship. In highly interconnected industries, the
informational distinctiveness of firm-level earnings appears to decline,
reducing the strength of market reactions to persistent earnings. This
highlights the relevance of industry-level informational structure in
shaping investor behavior.

From a practical perspective, managers should focus on improving
earnings stability and transparency to enhance market credibility.
Investors and analysts are encouraged to incorporate earnings
persistence into valuation models. Regulators may also consider
reinforcing disclosure requirements in industries characterized by
strong interconnectedness.

Future research may further explore dynamic market conditions and
alternative measures of industry-level information spillovers.
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Abstract

This study examines the major challenges involved in financing large-scale national
renewable energy projects. It aims to identify the most effective financing methods for
reducing reliance on government resources while supporting sustainable development and
environmental protection. The research employs a mixed-method design that integrates
qualitative techniques, including semi-structured interviews, focus group discussions,
systematic observation, and theoretical coding with MAXQDA software, together with
quantitative procedures such as social network analysis, machine learning algorithms, and
Monte Carlo simulation. The sample consisted of experienced academic and industry experts
selected through snowball sampling, maximum variation sampling, and stratified sampling.
The results show that Islamic securities, known as Sukuk, are the most efficient financing
method due to their lower currency risk, faster execution process, and compliance with
religious and regulatory requirements. Although other methods such as green bonds, public-
private partnerships, and indirect foreign investment also have potential, their effectiveness is
limited by institutional, legal, and market constraints. The findings provide a context-specific
framework suited to the economic and policy environment of Iran and offer practical insights
for macro-level financial decision-making in the energy sector. Overall, the study
demonstrates that a diversified and sustainable financing structure centered on Islamic Sukuk
can significantly improve the feasibility of renewable energy investments, enhance domestic
capital attraction, and support the national transition toward clean and resilient energy systems.
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Introduction

The transition toward renewable and clean energy has become a
strategic priority for developing economies seeking sustainable
growth, energy security, and reduced environmental degradation.
Despite technological advances and global commitments to carbon
neutrality, financing remains the primary bottleneck in deploying
large-scale renewable projects. This challenge is particularly acute in
countries facing economic constraints, policy instability, and weak
institutional frameworks. The present study examines these issues in
Iran and evaluates financing methods suitable for large-scale
renewable energy projects through an integrated qualitative and
guantitative approach.

Purpose and Research Problem

Developing countries often encounter barriers such as insufficient
government funding, currency volatility, high project risks, and
underdeveloped financial markets. These limitations restrict private capital
inflows and hinder long-term renewable energy strategies. In Iran, the
energy sector is further constrained by international sanctions, reliance on
fossil fuels, unstable policies, and limited financial diversification. The
central research question is: How can large-scale renewable energy
projects in Iran be financed effectively, and which method offers the
highest efficiency based on expert evaluation and multi-criteria decision
analysis? The study hypothesizes that sustainable financing mediates the
relationship between macroeconomic policy frameworks and renewable
energy development, emphasizing the need for financing structures that
integrate economic, environmental, and institutional dimensions.

Methodology

A mixed-method design was adopted, combining grounded theory in
the qualitative phase with the Analytic Hierarchy Process (AHP) and
computational techniques in the quantitative phase. This design enabled
exploration of expert perspectives and structured prioritization of financing
options.

Quialitative Phase
Semi-structured interviews, focus groups, and expert consultations
were conducted with 11 specialists selected through snowball and
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maximum variation sampling. Data were transcribed, coded, and analyzed
using MAXQDA and NVivo software. The analysis identified five
overarching categories of barriers:
e Legal and regulatory: restrictive laws, short maturity periods for
Islamic bonds, weak institutional alignment.
e Structural: bureaucratic delays, lack of credit rating systems,
limited diversity of instruments.
e Cultural and social: low awareness of modern tools, weak
investment culture, insufficient financial education.
e Marketing and communication: poor outreach and limited
alignment with global standards.
e Macroeconomic and environmental: inflation, currency risk,
instability, and lack of transparent secondary markets.
These findings reveal a complex financing landscape where
inefficiencies hinder private-sector participation and capital mobilization.

Quantitative Phase

Four criteria were identified for evaluating financing methods:
financing cost, risk of timely resource provision, repayment structure, and
exchange rate risk. Using AHP, experts provided pairwise comparisons,
with a consistency index of 0.01 confirming reliability. The ranking
showed Islamic Sukuk as the top option, followed by debt securities, BOT
variants, green finance instruments, PPPs, and finally cryptocurrencies and
trade-based mechanisms. Sukuk outperformed alternatives due to lower
currency risk, cultural compatibility, feasibility under sanctions, and
established legal frameworks.

Key Findings

Integrating qualitative and quantitative results provides a
comprehensive perspective on the feasibility of financing renewable
energy projects. The findings clearly demonstrate that Islamic Sukuk has
emerged as the most effective and resilient method, particularly within
Iran’s regulatory, economic, and cultural environment. Sukuk not only
aligns with Sharia principles but also offers a financing instrument that
is widely accepted by both policymakers and investors, thereby reducing
uncertainty and enhancing legitimacy. At the same time, the study
underscores the necessity of structural reforms to improve the
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attractiveness of alternative mechanisms such as green bonds, public—
private partnerships (PPPs), and foreign investment models. Without
reforms that address legal inconsistencies, bureaucratic inefficiencies,
and the absence of transparent secondary markets, these instruments are
unlikely to reach their full potential. Institutional fragmentation, reflected
in the lack of coordination among government agencies, regulators, and
project developers, continues to weaken the overall effectiveness of
financing strategies. Cultural and educational barriers, including limited
awareness of modern financial tools and insufficient investor training,
further restrict public participation and reduce the mobilization of
domestic capital. Sustainable financing mechanisms, when properly
designed and implemented, can play a transformative role by linking
national policy objectives with the practical deployment of clean energy.
They provide a pathway for aligning economic growth with
environmental protection, while also fostering social acceptance and
long-term stability. In this way, financing becomes not merely a technical
requirement but a strategic enabler of Iran’s transition toward renewable
energy.

Contribution and Innovation

This study contributes by developing a localized financing framework
tailored to Iran’s economic, cultural, and regulatory context. It employs a
triangulated methodology combining grounded theory, AHP, network
analysis, machine learning, and Monte Carlo simulations, an approach
rarely used in similar research. It identifies multi-dimensional challenges
that extend beyond economic factors to include cultural, institutional, and
marketing dimensions, and offers policy-relevant strategies for
strengthening financial infrastructure to support renewable energy
expansion.

Practical Implications

Policy recommendations include strengthening legal frameworks for
Islamic and green Sukuk, developing specialized Islamic financial
institutions, creating transparent secondary markets, enhancing investor
education, and supporting PPP structures through guarantees and risk-
sharing mechanisms. These measures can attract greater investment and
accelerate renewable energy deployment in Iran.
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Conclusion

Financing is the cornerstone of renewable energy expansion in
developing countries, where limited capital availability and elevated
investment risks often impede the adoption of clean technologies. In the
case of Iran, this study demonstrates that Islamic Sukuk represents the most
feasible and resilient mechanism for mobilizing resources for large-scale
renewable energy projects. Sukuk not only aligns with the country’s
regulatory and cultural context but also provides Sharia-compliant
legitimacy, which enhances investor confidence and ensures broader social
acceptance. By leveraging the established structures of Islamic capital
markets, Sukuk can serve as a reliable instrument for channeling long-term
funds into projects that contribute to both economic growth and
environmental sustainability. Nevertheless, reliance on Sukuk alone is
insufficient to guarantee long-term financial sustainability. Achieving
durable progress requires institutional reforms that improve transparency,
reduce bureaucratic inefficiencies, and foster stronger coordination among
government agencies, regulators, and project developers. Diversification
of financial tools, including green bonds, public—private partnerships, and
foreign investment models, is essential to mitigate risks and attract a wider
pool of domestic and international investors. Strengthened macroeconomic
stability, particularly in areas such as inflation management, currency
stability, and fiscal discipline, will further reinforce investor trust and
ensure the resilience of financing mechanisms. The proposed integrated
framework therefore offers a robust foundation for financial planning,
academic research, and policy development. By bridging economic,
cultural, and institutional dimensions, it provides a holistic approach that
connects national policy objectives with practical strategies for clean
energy deployment. This framework not only enriches theoretical debates
on sustainable finance but also delivers actionable guidance for
policymakers and practitioners seeking to accelerate Iran’s transition
toward renewable energy.
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Highlights
« Economic policy uncertainty has a significant negative impact on Iran’s stock market.
« Government size plays a crucial moderating role in the uncertainty—stock market nexus.
« Larger government size amplifies stock market sensitivity to policy uncertainty.
« Fourier Bootstrap ARDL confirms robust long-run cointegration among variables.
« Exchange rate, oil price, and inflation significantly affect stock market performance.
« Policy transparency and productive government spending enhance market stability.
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Abstract

Stock Price, Reflects The Future Prospect And Financial Health Of Companies And Is
Considered One Of The Most Important Indicators In Investment Decisions. This Index Is
Strongly Affected By Economic Uncertainties That May Arise From Fluctuations In
Production, Employment, Interest Rates, Oil Price, And Exchange Rate. Government
Economic Policies Can Also Affect The Increase In Economic Uncertainty Through
Incorrect Decision-Making And Mismanagement. In This Study, The Effect Of Economic
Policy Uncertainty (Epu) On The Iranian Stock Market During The Period 1991-2023 Has
Been Investigated. In Order To Accurately Assess This Relationship, The Fourier
Bootstrap Ardl And Fourier Adl Methods Have Been Used. Also, This Study Examines
The Moderating Role Of Government Size In The Effect Of Economic Policy Uncertainty
On Stock Returns. The Research Findings Show That Economic Policy Uncertainty Has
A Negative And Significant Effect On The Stock Price Index. However, Government
Expenditure Can Act As A Moderating Factor To Reduce This Negative Effect. The
Results Show That Increasing Government Size Increases The Sensitivity Of The Stock
Market To Policy Uncertainty. In Addition, Other Macroeconomic Variables Such As
Exchange Rate, Qil Price, And Inflation Also Have A Significant Impact On The Stock
Market. According To The Results Of This Study, Reducing Uncertainty By Making
Economic Policies More Transparent And More Predictable Can Increase Investor
Confidence And Market Stability. Also, Policy Makers Should Direct Government
Spending Towards Infrastructure And Production Projects To Reduce The Negative
Effects Of Uncertainty And Ensure Sustainable Economic Growth.
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Introduction

Stock markets play a critical role in allocating financial resources
and reflecting investors’ expectations about future economic
conditions. In recent decades, growing globalization, frequent policy
shifts, and macroeconomic shocks have intensified economic policy
uncertainty (EPU), thereby increasing volatility in financial markets. A
substantial body of literature documents the adverse effects of policy
uncertainty on stock market performance through channels such as
delayed investment, higher risk premiums, and reduced investor
confidence. However, existing studies largely overlook the role of
government size in shaping the magnitude of these effects.
Theoretically, governments are expected to mitigate uncertainty
through countercyclical fiscal policies, yet when government
intervention becomes extensive, the state itself may turn into a source
of uncertainty. In economies characterized by substantial government
involvement—such as Iran—policy changes can exert stronger
influences on firms’ cash flows and valuations, amplifying market
sensitivity to uncertainty shocks. This study contributes to the literature
by examining whether and how government size moderates the impact
of economic policy uncertainty on the Iranian stock market, thereby
offering new insights into the interaction between fiscal structure and
financial market dynamics in an uncertainty-prone environment.

Methodology

This study analyzes annual data for Iran over the period 1991-2023
to investigate the long-run and short-run relationships between stock
market performance and economic policy uncertainty. The stock price
index is employed as the dependent variable, while economic policy
uncertainty (EPU) serves as the core explanatory variable. Government
size, measured by government final consumption expenditure as a
percentage of GDP, is incorporated as a moderating factor through an
interaction term between EPU and government size. Additional control
variables include inflation, the real effective exchange rate, and oil
prices to capture key macroeconomic influences. To account for
structural breaks and nonlinear dynamics without imposing prior
assumptions on break dates, the study applies the Fourier Bootstrap
Autoregressive Distributed Lag (FARDL) approach, complemented by
the Fourier ADL (FADL) cointegration test to ensure robustness. The
Fourier-based framework allows for smooth and sharp structural shifts
in the data, while bootstrap critical values enhance inference reliability.
Short-run dynamics are estimated using an error correction model
(ECM), enabling assessment of adjustment speed toward long-run
equilibrium.
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Discussion

The findings of this study provide robust evidence that economic policy
uncertainty exerts a significant negative impact on stock market
performance in Iran, confirming both theoretical expectations and prior
empirical results in the uncertainty—finance literature. More importantly,
the results reveal that government size plays a critical moderating role,
such that a larger government amplifies the sensitivity of the stock market
to policy uncertainty. This outcome supports the argument that when
government intervention in the economy is extensive, policy changes
affect a broader range of economic activities, increasing firms’ exposure
to regulatory, fiscal, and political risks. While government expenditure
itself appears to have a stabilizing effect by supporting aggregate demand,
its interaction with policy uncertainty highlights a structural trade-off:
beyond a certain threshold, government expansion may transform fiscal
policy from a stabilizing tool into a channel through which uncertainty is
transmitted more intensely to financial markets. The significant roles of
inflation, exchange rates, and oil prices further underscore the macro-
financial transmission mechanisms characteristic of oil-exporting and
intervention-prone economies. Overall, these findings suggest that
reducing policy uncertainty through transparency, credible policy
commitments, and improved fiscal governance is as important as the scale
of government spending in fostering stock market stability.

Results

The empirical findings provide strong evidence of a stable long-run
cointegrating relationship among stock market performance, economic
policy uncertainty, government size, and macroeconomic control
variables. Results from the Fourier Bootstrap ARDL estimation reveal that
economic policy uncertainty exerts a negative and statistically significant
effect on the stock market in the long run. Importantly, the interaction term
between EPU and government size is positive and significant, indicating
that a larger government amplifies the sensitivity of the stock market to
policy uncertainty. This suggests that in economies with a high degree of
government intervention, uncertainty shocks are transmitted more strongly
to financial markets. Government expenditure itself has a positive long-run
effect, reflecting its potential stabilizing role when directed toward
productive uses. Among the control variables, inflation negatively affects
stock market performance, while the real effective exchange rate and oil
prices exhibit positive and significant impacts. Short-run results confirm
these dynamics and indicate a relatively rapid adjustment toward long-run
equilibrium following shocks. Overall, the findings highlight that while
government spending can support market performance, excessive
government size may intensify the adverse effects of policy uncertainty,
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underscoring the importance of transparent, predictable, and efficiency-
oriented economic policies.
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Highlights
e Capital market mechanisms are assessed as alternative financing channels for Iran’s
digital economy.

e  Expertinterviews reveal key barriers tied to intangibles, risk, and information asymmetry
in digital projects.

e Policy options emphasize diversification, institutional specialization, and updated legal
frameworks for digital finance.

e Revenue-based and intangible-asset-oriented instruments are proposed to enhance
funding effectiveness for digital firms

Abstract

The digital economy has assumed an increasingly pivotal role in national economic
structures, accounting for 8 to 15 percent of output in developed economies. As a driver
of twenty-first-century growth, this sector demands innovative financing mechanisms.
Digital-economy initiatives - characterized by intangible assets, high risk, novel
business models, and a reliance on specialized human capital - are poorly served by
traditional financial institutions. In Iran, where banks dominate the financial system,
financing such projects faces even greater constraints. This study examines the
capacity of Iran’s capital market to fund the digital economy, recognized as a key
engine of the country’s future growth. Employing a descriptive-analytical approach
grounded in financial-system literature and informed by interviews with experts in
finance and digital economics, the paper evaluates the market’s potential to support
digital-economy ventures. Findings indicate that, from a market perspective, strategies
emphasizing diversification and institutional integration can create a conducive
environment for digital-economy financing. For financial institutions, greater
specialization and the modernization of legal frameworks can mitigate information
asymmetries and enhance project returns. Finally, regarding financial instruments,
considering intangible assets and implementing standardized procedures and revenue-
based financing will substantially improve the efficiency and effectiveness of funding
digital-economy firms. The paper concludes by delineating the capacities of each
segment of Iran’s capital market and proposing targeted measures to leverage them.
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Introduction

The rapid expansion of the digital economy has transformed the
structure and dynamics of modern financial systems, elevating data-driven
and intangible-asset-intensive activities to a central position in value
creation. In many advanced economies, the digital economy already
accounts for a sizable share of output and is widely regarded as a core
engine of twenty-first-century growth, yet its financing profile differs
markedly from that of traditional sectors. Digital projects typically rely on
intangible assets, scalable platform-based business models, and highly
specialized human capital, all of which intensify information asymmetries,
complicate valuation, and increase perceived risk for conventional
financiers. These challenges are especially pronounced in bank-based
financial systems such as Iran’s, where the dominance of banks and the
relative underdevelopment of capital-market-based financing limit the
availability of suitable instruments and intermediaries for digital ventures.
Understanding how the capital market can be mobilized to support the
digital economy therefore has both theoretical relevance—by linking
financial-structure debates with digital transformation—and practical
significance for growth strategy, innovation policy, and the design of
financial regulation in Iran.

This study aims to examine the capacity of Iran’s capital market to
finance the digital economy and to articulate how market structures,
financial institutions, and instruments can be better aligned with the
distinctive characteristics of digital firms. Drawing on the literature on
financial systems, entrepreneurial finance, and digital-economy policy, the
article identifies key debates around bank-based versus market-based
financing, the treatment of intangible assets, and the role of innovative
instruments such as revenue-based financing and tokenization. Using a
descriptive—analytical approach supplemented by expert interviews with
practitioners and policymakers in finance and the digital economy, the
paper adopts a qulaitative lens to map existing barriers and latent
capacities, rather than testing formal hypotheses in a purely positivist
manner. The discussion is intended for scholars of finance and innovation,
regulators, and capital-market practitioners interested in designing context-
appropriate mechanisms for funding digital projects in emerging, bank-
dominated systems. By synthesizing insights from theory and practice, the
article seeks to clarify where current arrangements fall short, which
institutional and regulatory reforms are most urgent, and how the capital
market can be strategically leveraged within Iran’s Seventh Development
Plan to foster digital transformation.
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Methodology

This study employs a qualitative, descriptive—analytical research design
to investigate the capacities of Iran’s capital market for financing the
digital economy. The design is exploratory and theory-informed, aiming to
develop an in-depth understanding of how market structures, financial
institutions, and financial instruments can be aligned with the specific
characteristics of digital-economy projects, rather than to test predefined
statistical hypotheses. The methodological approach is pragmatic: it draws
on established theoretical frameworks in financial-system architecture,
entrepreneurial finance, and digital-economy policy while focusing on
their practical implications for a bank-based system such as Iran’s.

The empirical component is based on semi-structured, in-depth
interviews with a purposive sample of domain experts, complemented by
a focused review of secondary sources including laws and regulations,
official policy and strategy documents, and prior academic and policy
studies on digital-economy financing and capital-market development. The
intended sample comprised 12 experts from key stakeholder groups—
capital-market regulators, senior managers in financial institutions active
in market-based financing, policymakers involved in digital-economy or
innovation strategies, and academic researchers specializing in finance and
the digital economy. The study validation based on triangulation
conducted by 3 more interview.Participants were identified through
purposive sampling based on their experience with digital-economy
projects or relevant regulatory and institutional frameworks, and this was
supplemented by snowball referrals to ensure coverage of critical
perspectives within the ecosystem. Participation was voluntary, no
payments or financial incentives were offered, and all interviewees
provided informed verbal consent prior to data collection.

Data were collected through semi-structured interviews conducted
face-to-face. An interview guide was developed from the conceptual
framework of the study and organized around core themes, including: (1)
perceived financing gaps and challenges for digital-economy projects; (2)
the role and current performance of different segments of the capital
market; (3) the treatment and valuation of intangible assets and tokenized
instruments; and (4) regulatory, legal, and institutional constraints and
opportunities. Interviews typically lasted between 30 and 90 minutes, were
audio-recorded with participants’ consent, and subsequently transcribed
for analysis; identifying information was removed to preserve anonymity.
Secondary data were drawn from publicly available documents issued by
domestic and international organizations (e.g; legislation, regulatory
guidelines, development plans, and analytical reports) to contextualize and
triangulate the interview findings and to ensure that the analysis reflects
both practitioner perspectives and formal institutional arrangements.
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Given the qualitative nature of the research, no formal statistical power
calculation was required; instead, sample adequacy was assessed through
the criterion of thematic saturation—data collection was concluded once
new interviews ceased to generate substantively new themes or insights
relevant to the research questions. The analytic procedure followed a multi-
step coding strategy. First, an initial coding framework was constructed
based on the theoretical lenses adopted in the paper (e.g; market-based vs.
bank-based finance, institutional specialization, information asymmetry,
treatment of intangibles, instrument design). Second, interview transcripts
and key documents were coded using this framework while allowing for
inductive, emergent codes to capture unanticipated but salient issues (such
as specific regulatory bottlenecks or innovative market practices). Third,
codes were iteratively refined and grouped into organizing themes
representing the perceived capacities and constraints of the capital market
at the levels of markets, institutions, and instruments.

To enhance the validity and trustworthiness of the findings, several
strategies were employed. Triangulation was achieved by comparing and
integrating evidence from expert interviews with 3 more interviews with
other expert than initial sample and secondary documentary sources,
thereby reducing the risk that conclusions reflect idiosyncratic views of
individual participants. Credibility was further supported through member-
checking in the form of sending a concise summary of preliminary
thematic findings to a subset of interviewees and incorporating their
clarifications where appropriate. Dependability and confirmability were
addressed by maintaining an audit trail that documented sampling
decisions, interview procedures, coding rules, and theme-development
steps, allowing other researchers to trace the analytic process. Ethical
considerations were observed in line with standard academic practice:
participation was voluntary, confidentiality was guaranteed, and data were
used solely for research purposes; the study adhered to prevailing
institutional norms regarding research on human participants, and no
sensitive personal data were collected.

Result

The digital economy is increasingly recognized as a driver of economic
growth in both developed and developing countries. However, the
conventional financial system often proves inefficient in addressing the
financing challenges of digital projects. Unique characteristics of the
digital economy, including high risk, a greater proportion of intangible
assets, network effects, and innovative business models, have led to
underfinancing in this sector. This research, drawing upon firm financing
theory, expert interviews, and an examination of international experiences,
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aims to provide a comprehensive perspective on the challenges and
solutions for financing the digital economy in Iran.

The findings of this study indicate that strengthening the financing of
the digital economy requires simultaneous intervention in three key areas:
market, institutions, and financial instruments. In the market domain,
designing incentives such as tax credits or exemptions for initial public
offerings (IPOs) of digital companies, alongside the development of credit
and technology risk insurance, can contribute to increased equity sales and
a reduction in systematic risk. In the institutional domain, specialization of
institutions based on a venture capital (VC) structure (Limited
Partner/General Partner - LP/GP) with the involvement of entrepreneurs,
technologists, and financial specialists can provide a suitable institutional
framework for addressing the digital economy’s financing gap. Examples
of specialized institutions include crowdfunding platforms for digital
projects, participation from sovereign wealth funds, and the establishment
of regulatory sandboxes. Finally, financial instruments, while seemingly
less prominent, play a crucial role. Standardization of financial instruments
for intangible assets provides the necessary soft infrastructure for the
development of other instruments such as revenue-based financing,
securitization of intellectual property, and parametric insurance.

Conclusion

This research demonstrates that fostering a robust and inclusive
financing ecosystem for the digital economy in Iran necessitates a holistic
framework that carefully considers the interplay between the capital
market’s potential and the unique characteristics of digital ventures. The
present paper contributes to both the financial systems and digital
economics literature through an interdisciplinary lens, employing a
descriptive-analytical methodology informed by established financial
theory and expert perspectives to assess the market’s capacity to support
digital innovation. Further research should focus on quantifying the impact
of specific policy interventions, such as regulatory sandboxes and
incentivized IPOs, on the growth and development of the digital economy
in Iran. Ultimately, a coordinated effort across market, institutional, and
regulatory domains is essential to unlock the full potential of the digital
economy and drive sustainable economic growth.
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* Smart privatization using exchange-traded funds as a new, transparent and participatory
mechanism for divestiture of state-owned enterprises.

» Successful privatization with the help of exchange-traded funds requires a coherent hierarchy of 10 key
strategies, starting from “systemic feasibility” and ending with “supply management and how to use the

Research Paper

I .
» Successful privatization requires adapting international experiences to Iran’s economic,
institutional and cultural characteristics. ]

» The research findings emphasize “full transfer of ownership and management”, but at the same
time consider the role of the government at the level of “macro policy-making” and “post-transfer
monitoring” to be essential. . ) . ] ]

» Privatization itself is not corruptive; but without strategies such as “information transparency”,
“strategic shareholder selection” and “macro cultural policy-making”, it becomes a breeding
ground for corruption.

Abstract

The aim of this research is to identify key strategies for the successful implementation of
the privatization process using exchange-traded funds. This study is designed with a mixed
approach (qualitative-quantitative). In the qualitative phase, data were collected through semi-
structured interviews with 20 ex?erls in the field of capital markets, senior managers of
companies, financial managers of companies, employees and management of investment
funds and analyzed using thematic analysis. In the quantitative phase, interpretive structural
modeling was used to extract the hierarchy of strategies and structural equation modeling
based on data from 157 questionnaires was used to validate the causal relationships between
strategies. The findings show that the privatization process based on exchange-traded funds is
a hierarchical system in which the strategies of "'systemic feasibility* and "use of international
experiences and localization of the model" act as fundamental foundations. These strategies
lead stepwise to mid-level strategies such as “designing the optimal functioning of exchange-
traded funds”, “outlining a structured privatization process”, “building the capacity of capital
market infrastructure”, “preparing and strengthening corporate governance”, and “attractin
strategic shareholders™, and fma_l% ending with the final strategy of “managing the suppl?/ an
use of divestiture proceeds”. This research suggests that privatization funds should be
designed taking into account local characteristics, industrial needs and the level of financial
literacy of the community, and by attracting expert managers, improving trading systems,
increasing information transparency, _pro_\/ldlnfq tax incentives and implementing awareness
campaigns, the field of broader participation of public investors should be prepared.
Keywords: Stock Exchange; Privatization; Exchange Traded Funds; Financialization;
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Introduction

The privatization process, as a macroeconomic tool, faces humerous
administrative and financial challenges. Many researchers believe that
traditional privatization methods are not efficient and need to be revised
and improved. Therefore, in recent years, attention has been paid to
approaches based on public participation and the use of stock exchanges
and their tools. However, the effective implementation of this mechanism
requires the design and implementation of multidimensional and
coordinated strategies that have not been systematically examined in the
existing literature. Therefore, this study examines the strategies for
successful financialization of the privatization process with the help of
exchange-traded funds, which are known as modern financial instruments.
The main objective is to identify, hierarchically analyze, and validate key
strategies for the effective implementation of this method of privatization.

Methodology

The present study was designed to identify and analyze key strategies
for successful privatization using exchange-traded funds. This study was
conducted using a mixed-method approach and in three consecutive
phases. In the qualitative phase, data were collected through semi-
structured interviews with 20 experts in the fields of capital markets, senior
managers of companies, financial managers, and managers and employees
of investment funds. Data analysis was conducted using the content
analysis method using MaxQDA software. Data reliability was confirmed
by calculating the Holstey agreement coefficient (75%). In the second
phase, interpretive structural modeling was used to extract the hierarchical
structure of causal relationships between the identified strategies. This
method allows the identification of basic (fundamental), intermediate, and
peak (final) levels of strategies. In the third phase, structural equation
modeling with partial least squares approach was used to validate the
conceptual model and test the significance of causal relationships.
Quantitative data were collected from 157 relevant experts through a
researcher-made questionnaire designed based on the findings of the
qualitative phase. The reliability of the instrument was confirmed with
Cronbach's alpha coefficient (0.83) and finally, the model fit indices
including the coefficient of determination, predictability index and overall
fit index were used to evaluate the efficiency and validity of the structural
model and the validity of the model was confirmed.

Results

Findings show that the privatization process based on exchange-traded
funds is a ten-level hierarchical system. In this structure, two strategies of
"systemic feasibility" including (measuring the size and sensitivity of the
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company and the stock exchange's capacity to offer exchange-traded
funds) and "using international experiences and localizing the model™ are
at the fundamental level and are considered as the necessary foundations
for any operational action. These strategies lead in a chain to mid-level
strategies, which include “building the capacity of capital market
infrastructure” and “designing and reviewing the optimal functioning of
tradable funds” including (quantitative, qualitative and functional
measurement of funds), “drawing a structured privatization process”
including (planning, complete transfer of ownership and management,
post-disposal monitoring), “preparing and strengthening corporate
governance” such as (establishing reporting units, training employees,
determining the level of stock float) and “attracting strategic shareholders”
including (measuring eligibility, creating incentives, determining
implementation conditions) and finally, all these strategies collectively
lead to the final strategy of “managing the supply and use of divestiture
proceeds” which determines the ultimate success of the process. The
results of structural equation modeling also confirmed the appropriate fit
of the model. The fit quality indices, including the coefficient of
determination, predictive power, and overall goodness of fit index, all
exceeded acceptable thresholds. All path coefficients were also statistically
significant.

Conclusion

By filling the gap in the literature on the financialization of the
privatization process, the findings of this study provide a systematic
framework for understanding the causal relationships and hierarchy of
strategies. On the other hand, from an applied perspective, the results
provide operational guidance for policymakers, privatization
organizations, and stock exchange organizations. This study clearly states
that successful privatization requires complete transfer of ownership and
management, but this does not mean eliminating the role of the
government; rather, the government must be active at the level of "macro
policymaking™ and "post-transfer supervision". Also, identifying the
"corruption prevention™ strategy in the form of cultural and institutional
policymaking confirms that corruption is not the essence of privatization,
but results from improper design of processes and lack of supervision. The
research’s policy recommendations emphasize that for this model to
succeed, ETFs must be designed taking into account local characteristics
and sectoral needs. Strengthening the technical and institutional
infrastructure of the capital market, fully transferring management and
ownership to the private sector, establishing transparent corporate
governance, preventing corruption through effective supervision, and
implementing extensive financial awareness campaigns to attract public
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participation are essential elements of this transformation. Finally, it is
suggested that futures studies examine the long-term effects of this method
on corporate efficiency, income inequality, and macroeconomic indicators.
Also, comparative studies among countries such as China, Brazil, and
Uzbekistan that have used ETFs in privatization can provide valuable
insights for localizing this model in different institutional and cultural
contexts.
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Highlights

e The global index for minority shareholder protection has been developed by the World Bank.

e Iran's ranking in the latest published World Bank report is below the global average.

o The global index is based on two main pillars: “"Conflict of Interest Requirements™ and “Shareholder
Govermnance Reguirements,” which have been identified as causal factors in the model.

o Thetwomain pillars of the global index encompass components such as disclosure and approval, extent of
director liability, ease of shareholder siits, shareholder rights, ownership and control, and corporate transparency.

o The developed moakl, utilizing \World Bank indicators as a reference, seeks to establish an effective link
between global principles and the institLiional and structural conditions of Iran's market ]

e The results of this model not only fill theoretical and methodological gaps but also provide a valid
foundation for optimizing minority shareholder protection mechanisms in Iran's capital market.

Abstract

. The capital market, as a fundamental pillar of the financial system, plays a central role
in resource mobilization and optimal capital allocation; however, minority shareholders are
persistently vulnerable to risks stemming from information asymmetry, conflicts of interest,
and inadequate regulatory mechanisms. The capital market Crisis of August 2020 in Iran
exemplified structural deficiencies in investor protection policies, which inflicted severe
financial losses on millions of retail investors, eroded public trust, and amplified systemic
risk within the national economy. The World Bank report indicates that Iran's ranking on
the Minority Investor Protection Index remains below the global average, highlighting the
need for a context-sensitive framework. This study aims to develop a comprehiensive model
aligned with Iran's capital market conditions, employlng a (%uall ative approach based on

ith

Research Paper

Grounded Theory. World Bank indicators were adopted as the reference framework, and
data were collected through semi-structured interviews with 20 capital market experts via
snowhall sampling until theoretical saturation was achieved. Data analysis was conducted
through open, axial, and selective coding using MAXQDA software. The core category of
minority shareholder protection was identified as the central phenomenon around which all
other Categories were systematically organized. The final conceptual framework
comprising 39 components across 6 dimensions, was validated and refined by an externa
expert_panel to ensure theoretical rigor and practical applicability. Bz presenting a
multidimensional framework, this study provides a roadmap for policymakers and capital
market regulators, with the potential to enhance public’ confidence, improve market
efficiency, and strengthen Iran’s standing in global investor protection indices.

Keywords: Iran’s_Capital Market, inority Shareholder Protection, World Bank

Indicators, Grounded Theory Methodology.
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Introduction

Protection of minority shareholders constitutes a fundamental
component in enhancing capital market efficiency and strengthening
public trust. With the expansion of corporate public ownership, this group
of investors faces numerous risks due to information asymmetry, conflicts
of interest, and weaknesses in regulatory mechanisms. Given Iran's low
ranking in the global minority investor protection index, this research aims
to develop an integrated and comprehensive model for minority
shareholder protection in lIran's capital market based on international
indicators.

The World Bank's Ease of Doing Business Report 2020 revealed that
Iran ranked 127th out of 190 countries in the minority shareholder
protection index with a score of 40 out of 100, indicating weak
performance compared to the average of developed countries. Iran's
poorest performance was in the "ease of shareholder litigation™ dimension,
and it received below-average scores in other indicators as well. Improving
this situation not only contributes to better protection of minority
shareholders but also provides grounds for attracting foreign investment,
increasing public trust in financial markets, and achieving sustainable
economic growth.

Methodology

This research employed a qualitative approach based on grounded
theory using the Strauss and Corbin method. The initial conceptual
framework was grounded in World Bank indicators to ensure alignment
with global requirements and standards while addressing the
characteristics and necessities of Iran's capital market.

Research data were collected through in-depth semi-structured
interviews with 20 experts and specialists in the capital market domain.
Participants included supervisory institution managers, financial
institution managers, listed company managers, certified public
accountants and corporate executives, and university faculty members in
finance and accounting active in the capital market. The selection of these
groups aimed to achieve maximum theoretical diversity and cover different
dimensions of policy-making, regulatory, executive, and professional
aspects of minority shareholder protection.

Interview data were collected using snowball sampling until theoretical
saturation was achieved. Model components were extracted through open,
axial, and selective coding using MAXQDA software.

Findings
Following the interviews, data were analyzed. In the open coding stage,
203 initial codes were identified, and in the axial coding stage, 114 codes
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were extracted. The 114 axial codes comprised 2 categories for core
conditions, 22 categories for causal conditions, 9 categories for contextual
conditions, 32 categories for intervening conditions, 33 categories for
strategies, and 16 categories for consequences related to the main research
phenomenon.

In the selective coding stage, the core category of "minority shareholder
protection” was selected as the central nucleus of the model, and other
categories were systematically organized in relation to it. Ultimately, the
research conceptual model was formulated comprising 39 components
across 6 dimensions.

Results

The dimensions of the conceptual model for minority shareholder
protection are as follows:

1) Core Category: Minority shareholder protection was identified as the
central phenomenon providing an integrated framework for
connecting all components. In essence, minority shareholder
protection was identified as the main umbrella encompassing all
components.

2) Causal Factors: Causal factors generate and shape the central
phenomenon, influencing the main category. Causal factors are
based on two main axes of the global minority shareholder
protection index: a) Conflict of interest-based requirements,
including three components: disclosure and approval index, extent
of director liability index, and ease of shareholder litigation index.
b) Shareholder governance-based requirements, including three
components: shareholder rights index, ownership and control index,
and corporate transparency index.

The sub-indices are defined as follows:

Disclosure and Approval Index: Evaluates the extent of legal
requirements and internal corporate transparency regarding disclosure of
related-party transactions, particularly transactions with conflicts of
interest.

Extent of Director Liability Index: Evaluates the scope of director
liability and measures their legal accountability for damaging decisions,
conflicting interest transactions, and managerial violations, as well as the
possibility of claiming damages by minority shareholders.

Ease of Shareholder Litigation Index: Evaluates minority shareholders'
ability to file lawsuits against violating directors, access internal company
documents, and benefit from judicial protection.

Shareholder Rights Index: Evaluates the scope of shareholders' legal
rights to vote and participate in major corporate decision-making and
monitor management performance.
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Ownership and Control Index: Evaluates legal instruments to prevent
excessive concentration of power among major shareholders and create
balance in the company's decision-making and control structure.

Corporate Transparency Index: Evaluates the quality and extent of
disclosed information, public access to accurate, timely, and reliable
information regarding ownership structure, financial reports, and key
company activities.

3) Contextual Factors: These factors relate to the macro-economic and
social environment in which protective strategies are implemented.
These factors include economic policies in financial, monetary, and
foreign exchange domains, the legal and regulatory structure of the
capital market, international developments and sanctions, low levels
of financial literacy, and different decision-making patterns.

4) Intervening Factors: These factors negatively impact minority
shareholder protection strategies and include lack of stability in
macro-economic policies, weak corporate governance requirements,
lack of stock exchange independence from government, government
ownership structure in the form of listed companies, command
economy and government interventions, inefficient judicial
structure in handling shareholder litigation, weaknesses in technical,
operational, and information infrastructure of the market, weak
supervision by capital market regulatory institutions, weak financial
reporting and auditing, and lack of efficiency in announced capital
market indices.

5) Strategies: Implementation strategies are formulated based on
analysis of causal, contextual, and intervening conditions and
include effective government intervention in the capital market,
stability in fundamental and macro-economic variables,
strengthening legal requirements of corporate governance structure,
strengthening specialized judicial institutions for the capital market,
strengthening structure and independence of market mechanism
regulatory institutions, developing and improving technical and
operational structure, developing and improving information
structure, improving financial reporting and auditing quality,
increasing diversity and efficiency of innovative financial
instruments, educating and empowering minority shareholders, and
establishing associations of individual shareholder forums.

6) Consequences: Consequences represent the results and effects of
implementing these strategies. Implementation of this model leads
to enhancing the capital market's position, promoting transparency
and developing accountability culture, improving efficiency,
advancing financial equity, restoring public trust, creating an
enabling environment for attracting foreign investors, and
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improving Iran's ranking in international indices. Implementation
requires coordination among institutions. The model possesses the
necessary flexibility to adapt to changing economic conditions and
can serve as a reference framework for policymakers and
researchers.

The developed model demonstrates that minority shareholder
protection is a function of causal, contextual, intervening, strategic factors,
and consequences. In fact, results indicate that the interaction of these
factors plays a significant role in realizing protective strategies and
achieving the model's expected outcomes.

Conclusion

The presented multidimensional and integrated model provides a
practical and operational framework for policymakers, market regulators,
and supervisory institutions and can serve as an effective guide for
improving minority shareholder protection. The results of this model not
only fill theoretical and methodological gaps but also provide a valid
foundation for optimizing minority shareholder protection mechanisms in
Iran's capital market.

Results indicate that effective protection of minority shareholders
cannot be limited to minor legal amendments but requires systematic
redesign of policies and processes to enhance transparency, accountability,
and strengthen justice-oriented mechanisms. Effective implementation of
these solutions requires a comprehensive, systematic, and coordinated
approach among policymakers, financial institutions, legislators, and
market participants, including legislative, executive, and judicial branches,
regulatory institutions, companies active in the capital market, and
shareholders themselves.

Achieving this multilayered cooperation and implementing combined
legal, institutional, economic, cultural, and technical reforms with a
medium-term perspective will lead to increased public trust, enhanced
market efficiency, and the return of minority investors to the capital market.

From a theoretical perspective, this research provides a comprehensive
framework for minority shareholder protection, and from a practical
standpoint, it proposes applicable solutions to prevent the recurrence of
crises such as the August 2020 crisis. These achievements will not only
contribute to sustainable capital market development and strengthen its
role in the country's economic development but also provide grounds for
improving Iran's position in global minority investor protection indices.
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Highlights
e  Contractionary monetary policy significantly increases corporate investment inefficiency
in the Tehran Stock Exchange.

e The inefficiency manifests primarily in the form of under-investment, reducing firms’
growth potential.

e Financial information comparability moderates the adverse impact of monetary tightening
on investment decisions.

e Firms with higher comparability experience weaker negative effects and maintain more
efficient investment levels.

e Enhancing comparability of financial reporting is a practical tool to mitigate
policy-induced inefficiencies.

e The study provides novel firm-level evidence from an emerging market context.

Abstract

The purpose of the research is to investi%?_te the effect of government’s monetary policies on
the companies” investment inefficiency. In this regard, the moderating role of comparability of
financial information, has been examined. The current research is categorized as an applied and
descriptive-correlational research. Thgci)opulatlon of the research includes listed companies in
Tehran Stock Exchange over the period of 2013-2021, after cor]5|der|ng1;_ﬂ1e criteria for selection,
102 companies with 918 observations are included to be investigated. The findings indicate that
since the estimated coefficient of contractionary monetary policy is 0.173 and significant at the
99%, there is a significant positive relationship between the variable and companies” investment
inefficiency, especially in the form of under-investment. Also, because of estimated coefficient for
the interactive effect of financial information comparability equals to -0.152, and significant at the
95%, it shows that the variable has a significant moderating effect on the relationship between
monetary policy and under-investment. In'this regard, it is seen that contractionary monetary policy
leads companies to under-investment. While the comparability of financial information can
weaken the effect of this monetary policy on companies’ under-investment. In other words, by
increasing the comparability of financial information, the effect of contractionary monetary policies
on the investment inefficiency tends to decrease. Therefore, both hypotheses of the _swd¥ strongly
have been confirmed. In the current research, investigating the effect of comparability of financial
information as a moderator of the effect of the govermment's contractionary monetary policy on
corporate investment can be considered as a novelty of the study.

Keywords: Contractionary Monetary Policy, Investment Inefficiency, Underinvestment,
Comparability of Financial Information.
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Introduction

Monetary policy is a main instrument through which governments and
central banks influence macroeconomic stability, liquidity, and inflation.
In emerging economies such as lIran, contractionary monetary policy
implemented through restrictions on credit supply, increases in interest
rates, and reductions in liquidity has profound consequences for corporate
financing and investment decisions. Tehran Stock Exchange (TSE), as the
largest capital market in Iran, provides a unique context for examining
these dynamics. Investment inefficiency, defined as deviations from
optimal investment levels, manifests in two forms: over-investment and
under-investment. While over-investment often occurs under expansionary
monetary conditions, contractionary policies tend to push firms toward
under-investment, leading them to abandon projects with positive net
present value. This inefficiency undermines firm performance and broader
economic growth.

The literature emphasizes the role of financial reporting quality in
mitigating inefficiencies. High-quality, comparable financial information
reduces information asymmetry, enhances monitoring, and lowers agency
costs. Comparability allows investors and creditors to evaluate firms
consistently, thereby improving access to external financing and enabling
managers to make more efficient investment decisions. Despite extensive
global research, limited evidence exists in the Iranian context regarding the
moderating role of financial information comparability.

This study addresses two research questions:

1. Does contractionary monetary policy increase investment
inefficiency among firms listed on the TSE?

2. Does financial information comparability moderate the
relationship between contractionary monetary policy and
investment inefficiency?

By answering these questions, the study contributes to both academic
literature and policy debates, offering insights for regulators, managers,
and investors in emerging markets.

Methodology

The research adopts an applied and descriptive-correlational design.
The population consists of all firms listed in Tehran Stock Exchange
between 2013 and 2021. After applying selection criteria, 102 firms with
918 firm-year observations were included.

e Research design: Quantitative panel data analysis with fixed

effects.
e Sample size: 102 firms, 918 observations.
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Variables:

0 Dependent variable: Investment inefficiency, measured by
deviations from expected investment levels.

0 Independent variable: Contractionary monetary policy, proxied
by macroeconomic indicators such as liquidity growth, interest
rate changes, and credit supply restrictions.

0 Moderating variable: Financial information comparability,
measured using accounting comparability indices derived from
firms’ financial statements.

Control variables: Firm size, leverage, profitability, and industry
characteristics.

Data sources: Secondary data from published financial statements
and macroeconomic indicators.

Ethical considerations: As the study relies on publicly available
secondary data, no human participants were directly involved.

The analytical approach ensures robustness by controlling for
firm-specific heterogeneity and industry effects. The design allows
replication and provides sufficient detail for evaluating the validity of the
findings.

Results
The empirical analysis confirms both hypotheses:

Effect of contractionary monetary policy: The estimated
coefficient is 0.173, significant at the 99% confidence level.
This indicates a strong positive relationship between monetary
tightening and investment inefficiency, particularly
under-investment. Firms facing restricted liquidity and higher
financing costs reduce capital expenditures below optimal
levels.

Moderating role of financial information comparability: The
interactive effect yields a coefficient of —0.152, significant at the
95% confidence level. This demonstrates that comparability
significantly weakens the adverse impact of contractionary
monetary policy. Firms with more comparable financial
information experience less under-investment, as transparency and
consistency facilitate better access to external financing and reduce
uncertainty in investment decisions.

These findings provide robust evidence that contractionary monetary
policy increases investment inefficiency, but financial information
comparability mitigates this effect.
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Discussion

The results highlight the dual role of monetary policy and financial
reporting quality in shaping corporate investment behavior. Contractionary
monetary policy, while necessary for macroeconomic stability, imposes
financing constraints that lead firms to abandon value-creating projects.
This under-investment reduces overall economic efficiency and growth
potential.

Financial information comparability emerges as a critical mitigating
factor. Comparable financial statements enable investors and creditors to
evaluate firms more reliably, thereby lowering information asymmetry and
agency costs. This improves firms’ ability to secure financing even under
restrictive monetary conditions.

The findings align with international studies (Biddle et al; 2009; Chen
etal; 2011; Yang et al; 2021) that emphasize the importance of accounting
quality in investment efficiency. However, the Iranian context adds
novelty, as the capital market is heavily influenced by political instability,
sanctions, and macroeconomic volatility. The study demonstrates that even
in such environments, improving financial information comparability can
enhance investment efficiency.

Limitations include reliance on secondary data and focus on listed
firms, which may not fully capture dynamics in private or smaller
enterprises. Future research could explore behavioral biases of managers,
governance structures, and cross-country comparisons.

Conclusions
This study provides empirical evidence from the Tehran Stock
Exchange on the interaction between contractionary monetary policy and
financial information comparability. The key conclusions are:
1. Contractionary monetary policy significantly increases investment
inefficiency in the form of under-investment.
2. Financial information comparability moderates this relationship,
reducing the negative impact of monetary tightening.
3. Enhancing comparability of financial information should be
prioritized by regulators, auditors, and firms to improve investment
efficiency, particularly during periods of monetary contraction.

Policy Implications:

e The Central Bank of Iran should consider the unintended
consequences of contractionary policies on corporate investment
and design complementary measures to support firms’ financing
capacity.
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e The Securities and Exchange Organization (SEO) should
strengthen accounting standards and enforcement mechanisms to
improve comparability across firms.

e Corporate managers should invest in transparent and comparable
financial reporting practices to mitigate financing constraints and
sustain investment efficiency.

Contribution and Novelty

The novelty of this research lies in examining the moderating role of
financial information comparability in the relationship between
contractionary monetary policy and investment inefficiency within the
Tehran Stock Exchange. While prior studies have focused on
macroeconomic outcomes of monetary policy, this study provides
firm-level evidence and highlights the importance of accounting
comparability as a strategic tool to counteract policy-induced
inefficiencies.
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The materials and methods should present essential details, experimental design and
statistical analysis. A clear description or original reference is required for all biological,
analytical, and statistical procedures used in the study. All modifications of procedures
must be explained. Treatments and measurements should be described clearly. Statistical
models and methods to analysis should be described clearly and fully.

7) Results

The results should present the findings of the study. The results of the study should be
presented in table and data means (humbers) should not be repeated broadly in the text.
The results should be separate from the discussion and written in the past tense.

The Results section is often referred to as the "core” of the scientific paper. The
purpose of this section is to present the data and observations clearly. It describes the
results obtained, but generally should not interpret the results, discuss their
significance, or present conclusions. The Results section should be in paragraph format
concisely report the exact results of the experiment. The data must be described in
words and may be accompanied by representative data in tables and figures. "A picture
is worth a thousand words." However, the Results section is not merely a collection of
tables and figures without explanatory text. If tables and figures are used, the author
should provide the reader with an interpretation of what a table or figure illustrates.
All tables and figures must be referred to in the text of the results in this way (Table
1) or (Figure 1). All tables and figures must: (a) have a brief description, preferably
one or two sentences; (b) be numbered consecutively and in the same segquence as
they will be used in the text; (c) be appropriately labeled; (d) be formatted properly
to stand alone; and (€) be headed by a caption or atitle describing its contents. Tables
and figures should include titles, legends (if necessary), axis and column labels, units
and numbered figureheadings. Figures and tables are numbered separately.

Clarity in the Results section is paramount. Statistical methods used to analyze and
treat data should be pertinent and meaningful, and problems with data collection can
be presented. The Results section should only deal with results, but briefly describe
experimental approaches when necessary to understand the experiment.

8) Discussion

The Discussion section is the most important component of a scientific paper.
The Discussion section serves to interpret the results and place them in a broader context
by citing and discussing related studies. The purpose of the Discussion section is to make
conclusions and evaluate the results within the general context of the research, rather than
to summarize the results, although it can start with this.

The Discussion section is a return to the original objectives and hypotheses. It is the
section of the paper in which the author should interpret his/her data and draw
conclusions regarding his/her hypotheses. The author should describe in detail what
sfhe observed and explain why, demonstrating how the results support, or refute,
his/her original hypotheses and how the results lead to the conclusions.

The author can refer to the data, citing tables and figures, if necessary, as evidence
for his/her argument. The author should not repeat the Results section, but rather
place his/her data in a broader context (i.e. why should anyone care about what s/he
found?). While the other sections of the paper are mostly technical, in
the Discussion the author gets a chance to express his/her scientific point of view
and the significance of his/her work. In some respects, the Discussion section is the
most difficult section of the paper to write and define.



3) Keywords

At the end of the abstract, up to six keywords that best describe the content of the research
should be listed. The term "Keywords" should appear in bold followed by a colon. The
first letter of each keyword is capitalized and keywords are separated by a comma. It is
suggested to use the UNESCO Thesaurus and other religious thesauri.

4) Document types:
e Article: Original research or opinion.
e Editorial: Summary of several articles or provides editorial opinions or news.
e Erratum: Report of an error, correction or retraction of a previously
published paper.
Letter: Letter to or correspondence with the editor.
Note: Note, discussion or commentary.
Review: Significant review of original research, also includes conference papers.
e  Short survey: Short or mini-review of original research.
The document type should follow the below structure:
Document type: Article
Document type: Review

5) Introduction

The Introduction, the beginning of the paper, provides a context or sufficient background
information for the study (i.e., the significance and nature of the problem) and previous
experimental results, to enable a reader who is not an expert in the topic to understand
the question that is being addressed in the paper, and why it is significant.
The Introduction should attract the reader to the rest of the paper. When presented
properly, this section ensures that the reader will be able to understand the details of the
experiment as well as its relevance to the scientific community. The Introduction should
(@) present the nature and the scope of the problem investigated; (b) provide enough
background to orient the reader and justify the study, reviewing the pertinent literature to
the problem; (c) state the reason for the study, and how it differs or is related to previous
studies; and (d) state the goal/objectives and method of the investigation.

The introduction should put forth the related background to the study, explain why the
study was done, and specify the hypotheses to be tested. Extensive discussion of relevant
literature should be included in the discussion of results, not in the introduction.

6) Materials and Methods

In the Materials and Methods section, all materials used and methods followed
throughout the experiment should be reported. This section should be sufficiently clear
and include a detailed procedure of how the experiment was performed, both
methodologically and statistically, so that another competent researcher can follow and
duplicate the experiment. In the Materials and Methods section, the reader must
understand the author's experimental design and how data will be analyzed.
The Materials and Methods section allows the reader to put the work into its
environmental context. Scientific reports must be reproducible; consequently,
the Materials and Methods section is extremely important to the credibility of the work.


http://vocabularies.unesco.org/browser/thesaurus/en/index

1) Title page
The title page should include the following items (please do not include any text
other the ones described below):
- The title of the manuscript. The title of the manuscript should be typed in bold-
faced print using both upper and lower-case letters and set in the center of the page.
Abbreviations are not permitted in the title. Capitalize all “major” words (nouns,
verbs, adjectives, adverbs, and pronouns) in the title and subtitle. The title should
reflect exactly, efficiently and succinctly what the study is about. The title of a
scientific paper is the most important part of the paper, because it is the first
introduction the reader has to the content of the paper. Many readers skim titles and
abstracts looking for suitable articles to read. So the title should give a terse
description of the main content and should help readers decide whether to read the
abstract or the paper itself. Therefore, it should be attractive and meaningful.
- Author or authors list. Full names of all authors should be provided with the family name.
- Each author's institution, and institutional e-mail address. The address of the
institution was conducted should include the name of the institution, city, zip
code, and country
- The FIRST NAMEs, Initials (if any) and LAST NAMEs, as well as the e-mail
addresses and the ORCID code of all authors must be provided.
- The corresponding author should be marked with "Corresponding author” at
the beginning of his/her affiliation address.

The title page should include the title and the authorship in the following structure:
Title of the manuscript

Author Name

Corresponding author, Associate Professor, Department of Accounting, Faculty of
Management, Tehran University, Tehran, Iran. E-mail: abcdef@ut.ac.ir

Author Name
Associate Professor, Department of Accounting, Faculty of Management, Tehran
University, Tehran, Iran. E-mail: abcdef@pnu.ac.ir

Notes:

- Professional titles: Professional titles (e.g., Doctor or Engineer) should not be
included.

- Affiliation: The affiliation(s) and address(es) of the author(s) should follow the
below structure: Academic ranking, department, faculty, university, city,
country. E-mail: abcd@abcdf.edu For example Associate Professor, Faculty
of Religion, Tehran University, Tehran, Iran.

2) Abstract

An abstract is required for all article types. The abstract should be one paragraph
without sections and should not exceed 250 words, following the title page. The
abstract should be free of references and abbreviations. The abstract should
summarize pertinent results in a brief but understandable form.



Submission Guidelines

SUBMISSION:

1) Online Submissions

Our selection of articles depends on the quality, breadth, and originality of the
theme(s) covered and their bearing on the focus of the journal. We do not accept
manuscripts published elsewhere.

Only two files should be submitted. Submit the manuscript without the authors'
names, affiliation, and biographies. Along with it, submit a cover page that includes
the manuscript title, authors' names and affiliation, and the corresponding author's
name and contact information (full postal and e-mail institutional addresses, phone
and fax numbers). The maximum number of pages should not exceed 20 including
footnotes. Only one submission by an author will be considered at a time.

Learn about the publication process and how to submit your manuscript. If you have not
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2) Font

All spellings must be rendered in American English. To change British or
Commonwealth spellings to their American equivalents, please see the Merriam-
Webster Unabridged Dictionary. To distinguish the different part of the manuscript,
use the following fonts for each part:

e Title: The title of the manuscript should be typed in 16-point Times New
Roman, Bold-face, heading 1, centered.

e Author Name: Author names should be typed in 12-point Times New
Roman.

e  Corresponding author: It should be typed in 12-point Times New Roman.

e Abstract: Times New Roman is the "default” font. The abstract should be
justified. The font is Times New Roman 12. The indention of BEFORE
TEXT and AFTER TEXT are 0. The special indention should be in
NONE. The spacing of BEFORE paragraph is 0 and the space AFTER a
paragraph is 10 pt. LINE spacing is multiple 1.2.

e Introduction: The entire manuscript should be typed in 12-point Times
New Roman and single-spaced. The paragraph should be justified. The
indention of BEFORE TEXT and AFTER TEXT are 0. The special
indention should be in NONE. The spacing of BEFORE paragraph is 0 and
the space AFTER a paragraph is 10 pt. LINE spacing is multiple 1.2. The
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