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The relation of CEO risk-taking and firm value with the
moderation of the financial constraints and firm’'s philanthropic
activity

Corresponding Author: Khan Mohammadi Ph.D.
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Abstract

This study investigates the relationship between the risk-taking behavior of top
executives and firm value, with the moderating roles of financial constraints and
corporate philanthropic activities, in companies listed on the Tehran Stock Exchange
from 2014 to 2023. Given the critical role of managerial risk-taking in strategic
decision-making and its impact on firm value, this research examines how financial
constraints and philanthropic activities influence this relationship. The primary
objective is to elucidate the effects of these variables on firm value and provide
recommendations for enhancing the performance of listed companies. Data from 140
manufacturing firms were collected using a panel data approach (cross-sectional and
time-series) and analyzed with linear regression models and the ordinary least squares
method in Eviews software. The findings reveal a significant positive relationship
between executive risk-taking and firm value. Financial constraints negatively
moderate this relationship, while philanthropic activities exert a positive and balancing
effect. The results suggest that controlled risk-taking by executives, coupled with
effective management of financial constraints and strategic philanthropic initiatives,
can enhance firm value. The study offers recommendations for improving control
structures, diversifying financial resources, and developing corporate social
responsibility strategies.

Keywords: Executive risk-taking, firm value, financial constraints, philanthropic
activities, Tehran Stock Exchange
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