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Objective: The maturity structure of corporate debt is considered one of
the most important corporate financial policies, as inappropriate debt
maturity decisions may lead to liquidity constraints and the loss of valuable
investment opportunities. Accordingly, this study aims to examine the
mediating role of corporate governance in the relationship between strategic
deviation from the industry and corporate debt maturity structure.

Method: This study is applied in terms of its objective and descriptive—
correlational in terms of its research design. The data were analyzed using
regression analysis. The statistical population consists of firms listed on the
Tehran Stock Exchange, from which a sample of 124 companies was
selected for the period 20162023, resulting in 992 firm-year observations.

Results: The findings indicate that strategic deviation from the industry is
positively associated with debt maturity structure. However, the mediating role
of corporate governance in this relationship was not supported. Furthermore,
the results remained robust across a series of sensitivity analyses.

Conclusion: The findings suggest that strategic deviation is an important
determinant of firms' debt maturity structure, leading companies to rely
more heavily on short-term debt financing. These results can help managers
better understand the potential costs associated with strategic deviation
alongside its benefits and assist investors in evaluating the risks associated
with firms pursuing strategies that deviate from industry norms.
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Introduction

Debt maturity structure is one of the most important corporate financial policies, as it
fundamentally influences firms’ investment and liquidity decisions. For example, while short-
term debt can reduce transaction costs and liquidity premiums, it also increases refinancing risk
and the need to maintain higher cash holdings. Prior studies have shown that both firm-specific
characteristics and macroeconomic factors influence corporate debt maturity structure.
However, the extent to which strategic deviation affects debt maturity has not yet been
comprehensively examined. Accordingly, the primary objective of this study is to investigate
the effect of strategic deviation on firms’ debt maturity structure.

Firms exhibiting greater strategic deviation are generally associated with higher information
risk and more severe agency problems, which may increase their reliance on short-term debt
financing. Conversely, because strategic deviation also raises refinancing risk, managers may
seek to reduce their dependence on short-term debt, suggesting a potential negative relationship
between strategic deviation and short-term debt usage. Furthermore, the presence of major
customers may encourage firms to adopt longer debt maturities. In the Iranian context,
weaknesses in corporate governance mechanisms, inefficiencies in the corporate financing
system, weak regulatory institutions, ownership concentration, and agency conflicts may
prevent corporate governance from functioning as an effective channel through which strategic
deviation influences debt maturity structure. Existing evidence also suggests that Iranian firms
rely primarily on bank financing rather than alternative financing sources, such as equity
issuance. In addition, trade credit remains an important source of financing, while firms facing
higher bankruptcy risk tend to rely more heavily on short-term borrowing.

Based on these arguments, the following hypotheses are proposed:

Hypothesis 1: Strategic deviation is associated with debt maturity structure.

Hypothesis 2: Corporate governance mediates the relationship between strategic deviation

and debt maturity structure.

Method

This study is applied in terms of its objective and adopts a descriptive—correlational research
design. The empirical analysis is conducted using regression models. The required data were
collected through documentary methods from the Tehran Stock Exchange's CODAL database
and the Rahavard Novin 3 database. The statistical population consists of companies listed on
the Tehran Stock Exchange during the period from 2016 to 2023. After applying the sample
selection criteria, the final sample comprised 124 firms, yielding a total of 992 firm-year
observations.

Results

The results for the first hypothesis indicate that strategic deviation is positively and
significantly associated with debt maturity structure. Thus, the first hypothesis is supported,
confirming a significant relationship between strategic deviation and debt maturity structure.
More specifically, firms exhibiting greater strategic deviation from their industry peers rely
more heavily on current liabilities, resulting in a shorter debt maturity structure. The significant
effect of the financial distress variable further suggests that this relationship may be driven by
increased firm risk and more limited access to long-term financing. Consequently, firms that
deviate more substantially from industry norms tend to finance their operations through current
liabilities and short-term debt.

The results for the second hypothesis show that, although the relationship between strategic
deviation and corporate governance is positive, it is not statistically significant. To further
examine the potential mediating effect, the Sobel test was conducted. The findings confirm that
the relationship between the independent variable and the mediating variable is statistically
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insignificant, indicating that corporate governance does not mediate the relationship between
strategic deviation and debt maturity structure.

Conclusions

The findings of this study demonstrate that strategic deviation is not merely a managerial
strategic choice but also has important financial implications for firms. Specifically, the results
indicate that strategic deviation significantly increases firms’ reliance on short-term debt
financing, a finding that is both statistically significant and economically meaningful.
Moreover, the evidence suggests that this relationship is not transmitted through the corporate
governance channel, highlighting an important distinction from part of the existing literature.
These findings provide clear evidence that strategic deviation can alter firms’ financing
structures by limiting access to long-term financing while increasing liquidity pressures. The
robustness of these findings was confirmed through a series of sensitivity analyses.

From a theoretical perspective, this study extends the emerging literature on the financial
consequences of strategic deviation by demonstrating that this relatively underexplored
strategic characteristic is an important determinant of corporate debt maturity structure.
Furthermore, the findings confirm that the relationship between strategic deviation and short-
term financing also exists in an emerging market such as Iran, thereby addressing an important
gap in the literature, which has primarily focused on developed economies.

From a practical perspective, the findings have important implications for managers,
investors, creditors, and policymakers. Managers should recognize that strategies that
substantially deviate from industry norms may expose firms to greater liquidity pressures and
restrict their access to long-term financing. Consequently, the financing implications of
strategic decisions should be carefully evaluated when formulating corporate strategies.
Investors and creditors may also incorporate strategic deviation into their assessments of firms’
liquidity and financing risks, as firms with greater strategic deviation are more likely to
encounter constraints in obtaining long-term financing. For regulators and policymakers, the
findings suggest that excessive strategic deviation may contribute to financial instability at both
the firm and industry levels.

Based on these findings, managers are advised to carefully evaluate the financing
consequences of strategic initiatives that substantially depart from prevailing industry
practices. Because greater strategic deviation is associated with increased reliance on short-
term debt, firms should simultaneously adopt effective liquidity management policies and
secure stable sources of financing to mitigate debt maturity risk. Investors and creditors are
encouraged to consider strategic deviation as an additional indicator when assessing firms’
financial risk and creditworthiness. Since firms with greater strategic deviation may experience
more limited access to long-term financing, incorporating this factor into investment and
lending decisions may improve the accuracy of risk assessments.

Financial regulators, including the Securities and Exchange Organization, are also
encouraged to strengthen disclosure requirements regarding firms’ strategic orientation.
Greater transparency concerning strategic decisions and the extent of deviation from industry
norms can reduce information asymmetry between managers and capital providers and
facilitate more efficient capital allocation. Moreover, given the absence of a mediating role for
corporate governance, policymakers should complement corporate governance mechanisms
with additional measures, such as improving disclosure quality, expanding analyst coverage,
strengthening credit rating systems, and enhancing oversight of corporate financial risks, since
corporate governance mechanisms alone may not be sufficient to mitigate the financial
consequences of strategic deviation.

Future research is encouraged to examine the mediating or moderating roles of information
asymmetry, financial constraints, analyst coverage, financial reporting quality, and default risk
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in the relationship between strategic deviation and debt maturity structure. In addition,
investigating this relationship in privately held firms, other emerging markets, and periods of
economic instability would further enrich the literature.

Overall, this study identifies strategic deviation as an important yet relatively overlooked
determinant of corporate financing decisions. Its findings contribute to both financial theory
and managerial practice by demonstrating that neglecting strategic deviation may impose
substantial costs on firms, investors, and policymakers alike.
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