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Corporate Social Responsibility (CSR), as a commitment to
maintaining legitimacy and long-term sustainability, is influenced by
managerial behavior and shareholder oversight. Behavioral traits of
managers and weak monitoring mechanisms can hinder the
fulfillment of these responsibilities. This study examines the
interactive effect of managerial overconfidence and institutional
investors’ attention deviation on CSR and its legal, economic, and
ethical dimensions in Iranian listed companies. The statistical
population includes 132 firms listed on the Tehran Stock Exchange
during the years 2014-2023, analyzed using panel regression models
with fixed effects. The findings indicate that managerial
overconfidence has a positive and significant effect on overall CSR as
well as its economic and ethical dimensions, but not on the legal
dimension. Institutional investors’ attention deviation has a negative
and significant effect across all dimensions. The interaction effect of
these two variables is positive for overall CSR and the economic
dimension, negative for the ethical dimension (due to weakened
institutional monitoring), and insignificant for the legal dimension.
These results are consistent with agency and legitimacy theories. The
study provides new insights for policymaking and strengthening
institutional monitoring.
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Introduction

CSR has become central to corporate governance, aligning firms with stakeholder interests
and enhancing legitimacy. It fosters transparency in reporting and builds trust. In Iran, weak
legal frameworks and limited managerial awareness hinder CSR implementation,
highlighting the need to explore behavioral and oversight factors. Managerial
overconfidence, characterized by overestimating abilities and being overly optimistic about
risks, can undermine long-term social initiatives. Such managers often prioritize short-term
gains over sustainable projects, especially under weak regulation, leading to inefficient
resource allocation and reduced accountability. Institutional shareholders’ attention
diversion worsens this by weakening monitoring. When distracted by market fluctuations
or competing priorities, institutional shareholders reduce oversight, allowing
overconfident managers greater freedom for opportunistic decisions. Agency theory
explains this as a conflict between shareholders and managers, while legitimacy theory
stresses that firms require social approval for survival. Stakeholder theory highlights the
neglect of broader interests under weak oversight. In Iran’s market, with concentrated
ownership and regulatory weaknesses, these dynamics become critical. Despite extensive
CSR research, little attention has been paid to the combined effect of managerial
overconfidence and institutional attention diversion in this context. This study addresses
the gap through an interactive model localized to Iran’s capital market.

Methodology

This study employs multivariate panel data regression analysis to examine the research
hypotheses. The statistical population consists of all firms listed on the Tehran Stock
Exchange (TSE) over a ten-year period from 2014 to 2025 (1393-1402). To refine the
sample, the following filtering criteria were applied: 1. The fiscal year-end must be March
20th; 2. The company’s fiscal period must have remained consistent throughout the study
period (2014-2025); 3. Required financial data for the selected variables must be publicly
available; 4. Financial institutions, including banks, insurance companies, leasing firms,
holdings, and investment companies, are excluded due to their unique financial reporting
structures; 5. The firm must not have experienced trading halts exceeding six months.
Applying these criteria resulted in a final sample of 132 companies. After excluding missing
data, a total of 1,549 firm-year observations were utilized for the empirical analysis. All
statistical analyses were conducted using EViews 10 software.

Results and Discussion

Managerial overconfidence positively affects overall CSR and its economic and ethical
dimensions but shows no effect in the legal dimension. Institutional shareholders’ attention
diversion has a consistent negative impact across all CSR dimensions. The interactive effect
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of overconfidence and attention diversion is positive for overall CSR and economic aspects,
negative for the ethical dimension, and insignificant for legal CSR. These findings align with
agency theory, which links weaker oversight to greater managerial opportunism. In the
economic dimension, overconfident managers may pursue visible projects to gain
shareholder approval, explaining the positive interaction. In the ethical dimension,
however, reduced oversight exacerbates unethical practices, consistent with legitimacy
theory’s emphasis on social acceptance. Stakeholder theory suggests that while
shareholders’ interests are prioritized in economic matters, ethical concerns of other
stakeholders are neglected. Control variables further highlight these dynamics: operating
cash flow positively influenced ethical CSR, while firm size had a negative effect. Compared
to prior studies, this research highlights the novelty of analyzing interactive effects on
multiple CSR dimensions in Iran’s capital market, where weak oversight intensifies
behavioral influences.

Conclusions

This study explored how managerial overconfidence and institutional shareholders’
attention diversion interact to affect CSR. Results show that overconfidence enhances CSR
performance in economic and ethical dimensions, reflecting a focus on visible initiatives to
gain legitimacy and shareholder approval. However, it is insignificant in legal compliance,
suggesting regulation outweighs behavioral influence. Attention diversion consistently
harms CSR, demonstrating the crucial role of effective institutional oversight.

The positive interaction in economic CSR indicates that overconfident managers may still
engage in socially visible projects, while the negative interaction in the ethical dimension
reveals oversight gaps that promote unethical conduct. These findings reinforce agency
theory’s explanation of opportunistic behavior under weak monitoring, legitimacy theory’s
emphasis on social alignment, and stakeholder theory’s focus on balancing diverse
interests. The study contributes by integrating behavioral and governance perspectives into
Iran’s CSR context.

Practical recommendations include behavioral training to mitigate managerial
overconfidence and stronger regulatory frameworks to reinforce institutional oversight.
Policymakers should design mechanisms that enhance shareholder monitoring, reducing
the risks of opportunistic decision-making. Future studies could examine mediating factors
such as organizational culture or societal pressures. Limitations include the exclusive focus
on listed companies and omission of mediating variables, which may restrict
generalizability. Overall, the research provides theoretical and practical contributions to
understanding CSR in emerging markets with concentrated ownership and weak
institutions.
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