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Abstract: A corporation’s ability to uphold valuable long-term investments is a critical component of
the business’s sustainability. Combining the views of the upper echelons theory and agency theory,
this study argues that myopic managerial behavior is detrimental to a firm’s long-term investment.
We construct an indicator assessing managerial myopia based on the textual analysis approach. The
moderating effect analysis suggested that the negative impact of managerial myopia on long-term
investments is lessened with an increase in institutional investor ownership and analyst coverage.
In addition, we found that managerial myopia negatively correlates with capital expenditures
and R&D investments. Furthermore, the cross-sectional analysis suggested that the correlation
between managerial myopia and long-term investment is stronger among firms with higher industry
competition, poor performance levels, and in non-state-owned enterprises.
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1. Introduction

The concept of sustainability has quickly become one of the most hotly discussed
topics in economics, management, sociology, and other fields [1,2]. For businesses, the
features of a firm’s management teams help us to ascertain, to some extent, the length
and breadth of their orientation to sustainable development [3]. Per the upper echelons
theory, the experiences, values, cognition, and personalities of management influence
strategy choices and outcomes of organizations [4,5]. Managerial myopia, defined as the
personal qualities of managers’ perceptions of time, is a critical issue in the corporate
finance literature, as it challenges the premise of maximizing shareholder interests and
influences business conduct [6–8]. While previous studies have examined the economic
consequences of managerial myopia, the debate on the impact of managerial short-termism
on a firm’s long-term investment behavior continues. For example, Lee et al. [9] theoretically
demonstrated that managers with a short horizon tend to make decisions that benefit the
firm’s short-term earnings at the cost of the firm’s long-term interests; later, this view was
established by several studies [10–12].

Nevertheless, a recent study by Yu et al. [13] presented opposite opinions, demon-
strating that short-termism does not affect a firm’s investment behavior. Brochet et al. [14]
reported that different approaches to measuring managerial myopia could be partly re-
sponsible for this debate. Another concern is that although the existing literature suggests
that enhanced external governance is crucial for constraining and monitoring managers’
adverse behavior, there has been limited research on the correlation between managerial
myopia and investment decisions, as well as failure to address the heterogeneity effect
derived from industry competition and firm performance [9,15].

Owing to the lack of well-recognized measurements for managerial myopia in the
literature, it is challenging to empirically identify the direct effect of corporate managerial
myopia on long-term investment decisions. Early studies primarily used intangible asset
investments to quantify managerial myopic behaviors [16,17], whereas several recent
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studies focused on managerial myopic actions that manipulate accounting earnings to
fulfill short-term performance [11,18]. Meanwhile, some studies also indicated that the
financial disclosure frequency causes firms to focus on short-term performance and thus
could be a proxy for managerial myopia [10]. Another stream of studies suggested that
a manager’s characteristics, such as age and expected tenure, are underlying indicators
of managerial myopic preference [5,19,20]. Managerial myopia denotes the propensity
for managers’ temporal cognition to be focused on the immediate future, as well as their
propensity to be subjectively present-oriented and place a high value on the here and now;
this tendency is often perceived as an inherent and persistent personal attribute and a
subconscious process [21]. Accordingly, the measures used in the existing literature are
biased and contentious, for these indicators only capture the results of managers’ short-
sightedness. Moreover, it is different to separate the effect of managerial myopic behavior
from that of other features of firms’ institutional and governance environments. Drawing
on a recent study [22], this study creates a novel indicator for measuring managerial myopia
based on a textual analysis approach, which eliminates subjective bias and serves as a
crucial benchmark for quantifying managerial myopia.

Correct and adequate capital and R&D expenditures are essential for the survival and
expansion of a company and are crucial to continuing endogenous growth momentum,
maximizing value, and attaining sustainable development [6,9]. The manager’s horizon is
vital to the optimal investment decision of a company. Nevertheless, the level of corporate
investment often diverges from the optimal amount of investment needed, such as a decline
in investment efficiency owing to under- or overinvestment [23]. The principal–agent
theory advocates that management might approve investment projects unfavorable to
shareholders and overinvest in short-term initiatives with relatively higher returns to
increase the short-term returns, while decreasing long-term investment projects beneficial
to business development [24]. High inputs, uncertain outputs, and intermittent benefits
typically characterize capital expenditures and R&D expenditures. Investments in fixed,
intangible, and other long-term assets not only directly increase the enterprise’s current
costs but also increase depreciation and amortization expenses, which eventually decrease
current earnings [9]. R&D entails substantial, sustained capital investment and has a long
duration and high uncertainty of returns, which generally leads to high operational risk.
Therefore, short-sighted managers might use the resources and personal power available to
them to influence the quantity and manner of company investment, cut corporate capital
expenditure and R&D spending, and reap short-term gains.

Owing to the adverse impact of managerial myopia on a firm’s performance, a natural
question arises whether enhanced external governance could constrain and monitor this
behavior. Based on previous studies, we propose that enhanced external governance, such
as higher analyst coverage and better institutional shareholdings, mitigate the adverse
impact of managerial myopia on long-term investment [25]. First, analysts evaluate the
forecasts and assessments about the businesses’ worth based on the available information.
Moreover, the analysts lower the stock price and market value to confine the managers’
opportunistic behaviors, including short-sightedness [26]. Second, institutional investors
bring a larger scale of capital and added professional expertise, while having a more
significant impact on the management than individual investors. Furthermore, institutional
investors focus on collecting long-term value information rather than excessively depending
on short-term value information [27]. Hence, institutional investors are often perceived
as successfully monitoring management performance and fostering long-term business
conduct. Consequently, the management’s short-sightedness is limited.

Using data from Chinese listed enterprises from 2007 to 2020, this study assesses
managerial short-sightedness and empirically investigates its impact on firms’ long-term
investment using a textual analysis approach. The findings reveal that managerial myopia
constraints firms’ long-term investment. More precisely, managerial myopia decreases
firms’ capital expenditures and R&D expenditures. The effect documented is not only
statistically significant but also economically meaningful. We observe that an increase in
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managerial myopia by one standard deviation (SD) diminishes firm capital expenditures
by 8.45% of the SD. For R&D expenditures, the reduction is approximately 2.37% of the
SD. Robustness tests, including addressing endogeneity issues, propensity score matching
(PSM) analysis, alternative statistical model regression, and subsample analysis, do not alter
the main results. Then, we examine the moderating effects of institutional shareholding
and analyst coverage. The results suggest that the negative impact of managerial myopia
on long-term investments decreases with an increase in institutional investor ownership
and analyst coverage. Furthermore, the cross-sectional analysis indicates that firms with
more profitability and from less competitive industries are less affected by managerial
myopic behavior.

This study is conducive to the literature in the following aspects. First, we contribute
to the research on the correlation between managerial myopia and a firm’s investment
behavior. Although previous studies have theoretically suggested that myopic managers
are less likely to make long-term investments [28], the empirical results remain unreliable.
For example, Asker et al. [29] reported that listed firms make less investment because
managers of listed companies tend to increase current earnings by forsaking valuable
long-term projects. In addition, Asker et al. [29] confirmed a strong correlation between
short-termism and investment behavior in the United States. Nevertheless, a recent study
by Yu et al. [13], which strongly contradicts Asker et al. [29], demonstrated that short-
termism does not affect a firm’s investment behavior in the context of China. This study
provides new evidence on the impact of managerial myopia on investment decisions using
a new indicator of managerial myopia constructed by textual analysis in the Chinese setting.

Second, we extend earlier studies on the subject [12,14,22] by reporting how the ex-
ternal governance mechanism alleviates the negative impact of managerial myopia on
investment decisions. Specifically, we add to the literature by documenting the moderation
effect of institutional shareholding and analyst coverage that has not been examined previ-
ously. Moreover, this study offers valuable insights into practical implications by providing
a direction to alleviate managerial short-termism from the governance standpoint.

Third, we extend the study by Hu et al. [22] in three ways. First, we perform additional
tests, such as PSM analysis, alternative statistical model regression, and subsample analysis,
to assess the robustness of our results. Second, this study addresses the endogeneity
issue by using the total welfare lottery spending at the province level and the average
value of the managerial myopia of other firms within the same province-industry-year as
the instrumental variables. Third, we account for heterogeneity in the view of industry
competition, and firm performance results enrich the emerging literature on the economic
significance of managerial myopia.

The remainder of this paper is organized as follows: Section 2 presents the literature
review and hypotheses construction; Section 3 discusses the data and technique; Section 4
presents the empirical findings; Section 5 concludes the study.

2. Literature Review
2.1. Managerial Myopia

Building upon the early theoretical work, managers can display myopic behav-
ior [17,30,31]. Numerous empirical studies claim that opportunistic managers focus more
on short-term growth than the firm’s long-term development [32,33]. Narayanan [34]
defined managerial myopia as a behavioral decision by managers to obtain short-term
benefits at the expense of firm’s long-term interests. Reportedly, multiple factors can af-
fect managerial myopia, such as a manager’s decision horizon and tenure [6]. Besides,
short-term attention from the stock market can increase short-term performance pressure
on managers, exacerbating their managerial myopia [30,35,36]. Previous studies adopted
different measures of managerial myopia. In Stein’s [28] model, the existence of an active
takeover market aggravates managerial myopia, making firms threatened with a takeover
more likely to decrease long-term investment. Later, Gigler et al. [35] extended Stein’s
work to prove that increasing the reporting frequency could increase the incentives for
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myopic investing behavior. Then, some studies used questionnaire ratings to measure
managerial myopia [37]. In addition, some studies used surplus management, managerial
characteristics, and R&D expenses as proxies for myopia [18,38]. However, indicators
constructed through questionnaires have problems of low response rates to questionnaires
and subjective cognitive bias [39]. Likewise, some of the abovementioned proxy vari-
ables only reflect ex-post behaviors that can be captured and cannot reflect the managers’
subjective perceptions.

Regarding our case, later studies introduced textual analysis methods to examine
managerial myopia. Ridge et al. [40] used the amount and intensity of statements in letters
to shareholders to assess myopia. Brochet et al. [14] used a lexicographical approach in text
analysis to effectively capture managerial myopia by calculating the proportion of word
frequencies of managers’ statements related to “time horizons” in US surplus conference
calls. They constructed a lexicon containing keywords geared toward short and long
terms. A recent study analyzed the management discussion and analysis (MD&A) chapter
included in the annual financial reports to determine the degree of managerial myopia [41].
Nevertheless, the abovementioned textual analysis methods also have some disadvantages.
First, the Chinese language is vast and profound. Adopting Brochet et al.’s [14] approach
directly does not apply to our study. Second, the development of domestic performance
presentations remains immature, and the relevant texts are usually too short to support the
construction of myopia text indicators. MD&A is the managers’ appraisal of the business
environment during the reporting period and their prediction for future development,
which researchers acknowledge as a technique to capture managers’ subconscious im-
pressions and qualities. Consequently, we introduce textual analysis to the research of
managerial myopia [42]. Based on Brochet et al. [14], we first identify a set of Chinese
“short-term horizon” words and then use a lexicographic method to construct a managerial
myopia indicator. Of note, our research offers a new perspective on managerial myopia.

2.2. Managerial Myopia and Long-Term Investment

Managers’ characteristics, such as perceptions, cognitive abilities, and values, signifi-
cantly influence a company’s investment decisions [43]. Agency problems can arise when a
manager’s career investment horizon is shorter than the shareholders’ investment horizon.
Such managers have little incentive to pursue the profits that might be earned after the end
of their tenure [36].

Myopic managers might forsake profitable but slow-returning long-term innova-
tion investments for less productive but faster-returning short-term initiatives [41]. Both
survey-based and archival research indicates that management myopia could emerge as
underinvestment in fixed assets. Graham et al. [17] demonstrated that CEOs lowered
capital expenditures and evaded equipment maintenance to fulfill short-term earnings
objectives. Furthermore, Asker et al. [29], Edmans et al. [44], and Ladika et al. [45] provide
historical evidence that management myopia can cut capital expenditures.

Some studies used agency and catering theories to elucidate management myopia and
long-term investments. Separating ownership and control causes manager–shareholder
disputes [46]. The agency theory states that managers are motivated to maximize profits at
shareholders’ cost [33,47]. Moreover, R&D activities involve inherent uncertainty and high
risks for a long payback period [48]. Thus, managers are reluctant to allocate resources
to R&D activities [49]. Hence, we expect a decline in long-term investment because of
managerial myopia. In contrast, the catering theory can also clarify the investment be-
havior of companies [50]. Short-term investors would seek to pressure firms to maximize
short-term earnings growth [51]; this is because owning a stock with long-term benefits is
expensive for short-term investors, who try to maximize profits by continually adjusting
their portfolios [52]. Therefore, managers will cut back on long-term investments to fulfill
the investors’ demands, and this catering behavior can boost short-term share prices and
bring benefits to managers, such as lower equity financing costs and increased compensa-
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tion. Overall, these results indicate that the agency problem and catering behaviors might
cause managerial myopia.

Another source of managerial myopia is the information asymmetry between infor-
mation held by insiders and by outside shareholders [53]. Corporate R&D activities with
high-risk characteristics are vital to a firm’s long-term growth [6]. Nevertheless, the current
and future conditions related to R&D are significantly uncertain [54]. Managers tend to ex-
ploit their information advantage to deceive the capital market by misleading signaling [55].
Hence, information asymmetry can cause short-termism.

Accordingly, the following hypothesis is proposed:

Hypothesis 1. Managerial myopia inhibits long-term investment.

2.3. The Moderating Effect of Corporate Governance

Reportedly, the two main causes of managerial myopia are managerial incentives and
capital market pressure [28,30,56]. Thus, the extent to which managerial myopia affects
long-term investment could be related to the level of internal and external monitoring of
a firm. Next, we attempt to assess two factors that might moderate the negative impact
of myopia.

The first is analyst coverage. The existing literature usually demonstrates that analysts
serve as external monitors to managers, have higher forecasting skills, and help eliminate
information asymmetry [57]. When the analyst cover is higher, the more information
hidden by managers is likely to be exposed, and the more monitoring the firm is likely to
receive, thereby mitigating managerial myopia in R&D investments [58]; this indicates that
analyst coverage enhances investment efficiency as an external monitoring mechanism.

The second is institutional investor ownership. Institutional investors tend to have
larger capital availability, stronger expertise, and added influence over senior managers
than individual investors. Generally, institutional investors function as external monitors to
lessen agency issues [59,60]. Prior studies demonstrate that institutional investors promote
R&D expenditure. For example, Baysinger et al. [49] reported that institutional investor
stock concentration increases R&D investments. In addition, institutionally dominant firms
tend to curtail R&D investments [31]. Aghion et al. [61] established a correlation between
increased institutional ownership and greater innovation. Moreover, there is evidence that
institutional investors conduct corporate visits for monitoring purposes [62]. Company vis-
its serve as a conduit for obtaining information [63], which can enhance analysts’ prediction
accuracy and intensely influence stock prices. Therefore, the information role of company
visits is a mechanism for monitoring by institutional investors to inhibit the behaviors of
cutting R&D expenditures [62].

Although the studies mentioned above examined the causes of managerial myopia,
little empirical evidence is available on its impact on managerial myopic long-term invest-
ment behaviors. To the best of our knowledge, this is the first study to provide evidence of
the impact of managerial myopia on long-term investments. Therefore, our study fills this
gap based on the prior literature.

Accordingly, the following hypothesis is proposed:

Hypothesis 2. Analyst coverage and institutional investor ownership suppress the impact of
managerial myopia on long-term investment.

3. Research Design
3.1. Sample Selection and Data Sources

In this study, managerial myopia was constructed using companies’ annual reports
published on the CNINFO website (The China Securities Regulatory Commission has
designated CNINFO as the official information disclosure website. Public companies
use this website to publish their financial reports, announcements, and other relevant
information. The URL is http://www.cninfo.com.cn. The accessed date is 30 June 2022).

http://www.cninfo.com.cn
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Managerial and corporate governance characteristics, as well as financial data, were derived
from the China Stock Market Accounting Research Database. All listed companies from
the financial, insurance, and real-estate industries were removed. Besides, we eliminated
companies that might enter special processing (i.e., ST and *ST companies) from the
research sample. In addition, we excluded samples with missing values for the variables of
interest. Furthermore, all continuous variables were winsorized by 1% and 99% to avoid
the influence of extreme values. The final sample comprised 27,513 observations from 2007
to 2020, an unbalanced panel dataset.

3.2. Variable Measurement
3.2.1. Managerial Myopia

As mentioned earlier, it has been challenging to measure managerial myopia. As
the proxies used in previous studies merely reflect the consequence of managers’ short-
termism behavior, we constructed a novel measure of managerial myopia (Myopia) based
on textual analysis. The topic of the MD&A is the managers’ examination of the company’s
operational circumstances and the description of the business strategy for the next year, as
well as the possibilities, problems, and different risks encountered by the company’s future
development. The text content can represent a manager’s characteristics.

We collected the firms’ annual reports from the CNINFO website1 and extracted the
MD&A content. Then, the MD&A texts were segmented into words using a Python Chinese
word segmentation module (Jieba). Finally, the frequency of short-term oriented words
was divided by the aggregate word frequency of the MD&A text for each firm yearly to
develop the measure of managerial myopia using the Chinese vocabulary (In Chinese,
the expressions including “within days”, “within months”, “within years”, “as soon as
possible”, “immediately”, “pressure” can indicate short-term horizon.).

This approach was initially applied by Brochet et al. [14] for US firms and further
developed by Hu et al. [22] in the context of China, who empirically verified this measure’s
practical utility. Recent studies have rapidly adopted this metric [64], further confirming
its validity.

3.2.2. Long-Term Investment

Consistent with recent research on this subject [5,8,13], we used capital and R&D
expenditures to measure firms’ long-term investments, respectively.

Capital expenditures: Capital expenditures (Capspend) are the net costs incurred for
assets with a lifespan of more than one fiscal year; this includes fixed and intangible assets,
as well as other long-term investments. In this study, capital expenditures were compared
with total assets.

R&D expenditures: Referring to a previous study [6], we used the ratio of current-year
R&D expenditures to operational revenue of firms to assess R&D expenditures; 0 was
substituted for the absence of R&D expenditures.

3.2.3. Control Variables

Consistent with recent studies on managerial myopia [14,18,22], a series of variables
were incorporated into our model to control for other factors that could potentially affect
firms’ long-term investment. Precisely, we included firm-specific attributes, board char-
acteristics, interval governance characteristics, and industrial characteristics. Regarding
firm-specific attributes, we included the firm’s size (Size), leverage (Lev), firm’s age (Age),
tangible assets to total assets (Fixed), return on total assets (ROA), and the growth rate of
business income (Growth). The board characteristics variables were the average age of
managers (Avage) and average academic qualifications of managers (Degree). The gover-
nance characteristics included the independence of director (Indenp), CEO duality (Dual),
the share of ratio of the largest shareholder (Firstrat), and firm’s state-ownership (Ifsoe).
Furthermore, industrial characteristics were measured using the Herfindahl–Hirschman
Index (HHI). Table 1 presents a detailed definition.
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Table 1. Variable definitions.

Variable Definition

Capspend Capital expenditures scaled by total assets
Rdspen Research and development expenditure scaled by operating income
Myopia Frequency of short-term keywords divided by the frequency of all words
Size Natural logarithm of the total assets
Lev Total liabilities scaled by total assets
Age Natural logarithm of the number of years since going public
Fixed The ratio of tangible assets to total assets
ROA The ratio of earnings before interests and taxes to average assets
Growth Change of sales in year t and t − 1 scaled by sales in t − 1.
Avage Natural logarithm of the average age of managers.

Degree If CEO’s education background is high school graduate or below, then Degree equals 1; values are 2 for college
graduate, 3 for undergraduate, 4 for master, 5 for doctorate

Indenp The proportion of independent directors to the total number of directors.
Dual The dummy variable is equal to 1 if the CEO is also the chairperson of the board and 0 otherwise.
Firstrat Shareholding ratio of the largest shareholder
Ifsoe Dummy variable that equals one if the firm is state-owned and 0 otherwise
HHI The sum of the squares of total assets in each industry.

3.3. Empirical Models

The following regression model was constructed to study the relationship between
managerial myopia and long-term investment.

Long_termit = β0 + β1Myopiait + λControlsit + Indusj + Yeart + εit

where i denotes the firm; j represents the industry; and t denotes the year. Likewise,
Long_term connotes two measures of long-term investment, that is, capital expenditures
and R&D expenditures. Myopia is the measurement of managerial myopia. Furthermore,
Controls denotes the set of firm-level control variables. Finally, the dummy variables of
Year and Industry are added to control for the year- and industry-fixed effects, respectively.
We clustered standard errors by firm.

4. Empirical Analysis and Results
4.1. Descriptive Statistics

Table 2 presents descriptive statistics. The mean value of capital expenditures was
0.051 (SD 0.092). R&D expenditures ranged from 0 to 0.224, reflecting a large variation
across different firms. The mean of managerial myopia was 0.092 (SD 0.081), showing
a relatively large variation in terms of the managerial decision horizon among firms.
Regarding control variables, the descriptive statistics on these variables generally aligned
with previous studies [9,22].

4.2. Baseline Regression Analysis

Table 3 presents the regression results where the independent variable is the text-
based measure of managerial myopia and the dependent variable is long-term investment.
With the inclusion of industry and year fixed effects, columns (1)–(3) report the results
with capital expenditures as the proxy for long-term investment, and columns (4)–(6)
report the results with R&D expenditures as the measure of the dependent variable. In
particular, columns (1) and (4) show the results without control variables. Firm-specific
attributes are incorporated in columns (2) and (5), and the remaining control variables
are included in columns (3) and (6). As reported, the coefficient estimate on Myopia was
negative and significant at the 1% level in each estimation, signifying that managerial
short-termism reduces the firm’s capital and R&D expenditures. The results corroborate
the upper echelons theory. Regarding the control variables, the coefficients on the control
variables generally aligned with the previous studies [22,27,34,38].
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Table 2. Descriptive statistics.

VarName Obs Mean SD Min Max

Capspend 27,513 0.051 0.092 0.000 0.642
Rdspen 27,513 0.028 0.041 0.000 0.224
Myopia 27,513 0.092 0.081 0.000 0.395
Size 27,513 22.000 1.409 10.842 29.885
Lev 27,513 0.442 0.219 0.007 0.940
Age 27,513 2.858 0.356 0.000 3.497
Fixed 27,513 0.218 0.168 0.001 0.719
ROA 27,513 0.035 0.075 −0.170 0.214
Growth 27,513 0.182 0.544 −0.480 3.888
Avage 27,513 3.829 0.063 3.466 4.248
Degree 27,513 2.372 1.602 1.000 5.000
Indenp 27,513 0.374 0.053 0.308 0.571
Dual 27,513 0.730 0.444 0.000 1.000
Firstrat 27,513 0.347 0.152 0.086 0.748
HHI 27,513 0.078 0.087 0.018 0.695
Ifsoe 27,513 0.387 0.487 0.000 1.000

Table 3. The effect of managerial myopia on long-term investment.

(1) (2) (3) (4) (5) (6)

Capspend Capspend Capspend Rdspen Rdspen Rdspen

Myopia −0.144 *** −0.115 *** −0.096 *** −0.025 *** −0.014 *** −0.012 ***
(0.012) (0.012) (0.012) (0.004) (0.004) (0.004)

Size 0.015 *** 0.015 *** −0.002 *** −0.001 ***
(0.001) (0.001) (0.000) (0.000)

Lev 0.031 *** 0.045 *** −0.044 *** −0.041 ***
(0.007) (0.007) (0.003) (0.003)

Age −0.030 *** −0.009 −0.011 *** −0.008 ***
(0.006) (0.006) (0.002) (0.002)

Fixed 0.073 *** 0.084 *** −0.016 *** −0.014 ***
(0.011) (0.011) (0.003) (0.003)

ROA 0.211 *** 0.194 *** −0.053 *** −0.049 ***
(0.014) (0.015) (0.007) (0.007)

Growth 0.010 *** 0.008 *** 0.003 *** 0.003 ***
(0.002) (0.002) (0.001) (0.001)

Avage −0.083 *** −0.016 ***
(0.020) (0.006)

Degree 0.000 0.002 ***
(0.001) (0.000)

Indenp −0.007 0.013 *
(0.023) (0.008)

Dual −0.012 *** −0.004 ***
(0.003) (0.001)

Firstrat −0.083 *** −0.014 ***
(0.014) (0.004)

HHI 0.113 *** 0.012 **
(0.033) (0.006)

Ifsoe −0.027 *** −0.000
(0.003) (0.001)

Cons 0.102 *** 0.187 *** 0.020 0.044 *** 0.128 *** 0.169 ***
(0.002) (0.033) (0.082) (0.001) (0.009) (0.024)
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Table 3. Cont.

(1) (2) (3) (4) (5) (6)

Capspend Capspend Capspend Rdspen Rdspen Rdspen

Industry FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
N 27,513 27,513 27,513 27,513 27,513 27,513
Adj-R2 0.074 0.119 0.250 0.376 0.429 0.438

Note: This table presents the results for the effect of managerial myopia on capital and R&D expenditures.
Columns (1)–(3) are the estimation results, with the dependent variable as capital expenditures. Columns (4)–(6)
are the estimation results, with the dependent variable as R&D expenditures. Robust standard errors are clustered
at the firm level and reported in parentheses. ***, ** and * are adopted to denote significance at the 1%, 5%, and
10% level, respectively. Each regression includes industry and year-fixed effects.

We estimated the economic significance of the impact of managerial myopia on a firm’s
long-term investment as follows. One SD of managerial myopia is 0.081. The coefficient of
managerial myopia on capital expenditures in column (3) is −0.096. Thus, an increase in
managerial myopia by one SD diminishes firm capital expenditures by 0.081 multiplied by
0.096, which is approximately 0.0078. One SD of capital expenditures is 0.092. A decline
in capital expenditures by 0.0078 represents a decline of 8.45% of the SD. Likewise, the
coefficient of managerial myopia on R&D expenditures in column (6) is −0.012, and one
SD of R&D expenditures is 0.041. A decline in R&D expenditures by 0.0010 (0.081 × 0.012)
represents a decline of 2.37% of the SD. Hence, the documented effect was statistically
significant and economically meaningful.

4.3. Robustness Checks
4.3.1. Endogeneity

Although we included firm-specific attributes, board characteristics, and industry
characteristics as control variables, our estimation could still experience the detrimental
effect of unobservable variables, possibly resulting in endogenous bias. We exploited
instrumental variable and two-stage least squares (2SLS) regression to alleviate this bias.
Following Sheng et al. [41] and Christensen et al. [65], we used local gambling preference
as an instrumental variable for managerial myopia. A local attitude toward gambling
influenced a firm manager’s incentive to engage in financial misreporting. The district’s
propensity for gambling resembled the local firms’ behavior within the district. Hence,
gambling attitudes might partially reveal managerial opportunism. Further evidence
highlighted that gambling attitudes partly signaled management opportunism [66]. Thus,
this study contends that local gambling preferences correlate with the management of
myopia. Corroborating the extant literature, we used the total welfare lottery spending at
the province level to measure gambling preference and used 2SLS to estimate the impact of
managerial myopia on long-term investment. Of note, causality was found to be unlikely.
Table 4 presents the results. Column (1) is the first-stage regression where managerial
myopia is the dependent variable. The F-statistic of the weak instrumental variable test is
46.797, and the results of the second-stage regression reported in columns (2) and (3) of
Table 4 still hold. We adopted the average value of the managerial myopia of other firms
within the same province-industry-year as the alternate instrumental variable. Such an
instrumental variable based on geography has been broadly used in the literature. The
logic is that managerial myopia of other firms within the same region and industry could
not affect a firm’s investment decisions directly, but could influence the firms’ managerial
behavior. The results reported in columns (4)–(6) of Table 4 indicate the robustness of
our results.
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Table 4. Instrumental variable analysis.

(1) (2) (3) (4) (5) (6)

Myopia Capspend Rdspen Myopia Capspend Rdspen

Ycs 0.009 ***
(0.002)

Indusmyo 0.271 ***
(0.008)

Myopia −0.026 ** −0.015 *** −0.084 *** −0.008 ***
(0.012) (0.007) (0.019) (0.003)

Size −0.003 *** 0.021 *** −0.002 ** −0.001 *** 0.015 *** −0.001 ***
(0.000) (0.004) (0.001) (0.000) (0.001) (0.000)

Lev 0.007 ** 0.043 *** −0.045 *** 0.003 0.045 *** −0.041 ***
(0.003) (0.011) (0.002) (0.002) (0.005) (0.001)

Age 0.014 *** −0.052 ** −0.011 *** 0.011 *** −0.009 *** −0.009 ***
(0.002) (0.022) (0.002) (0.001) (0.003) (0.001)

Fixed 0.018 *** 0.047 * −0.021 *** 0.013 *** 0.084 *** −0.014 ***
(0.004) (0.024) (0.005) (0.003) (0.007) (0.002)

ROA −0.074 *** 0.396 *** −0.032 ** −0.049 *** 0.194 *** −0.048 ***
(0.008) (0.096) (0.015) (0.006) (0.013) (0.004)

Growth −0.002 ** 0.014 *** 0.004 *** −0.000 0.008 *** 0.003 ***
(0.001) (0.004) (0.001) (0.001) (0.001) (0.000)

Avage 0.040 *** −0.188 *** −0.024 *** 0.018 *** −0.082 *** −0.016 ***
(0.007) (0.055) (0.007) (0.006) (0.013) (0.003)

Degree −0.001 *** 0.004 ** 0.002 *** −0.001 ** 0.000 0.002 ***
(0.000) (0.002) (0.000) (0.000) (0.001) (0.000)

Indenp 0.013 −0.042 0.012 ** 0.005 −0.007 0.013 ***
(0.009) (0.035) (0.005) (0.007) (0.016) (0.004)

Dual 0.006 *** −0.032 *** −0.005 *** 0.005 *** −0.012 *** −0.004 ***
(0.001) (0.010) (0.001) (0.001) (0.002) (0.000)

Firstrat 0.017 *** −0.136 *** −0.018 *** 0.011 *** −0.083 *** −0.014 ***
(0.004) (0.027) (0.004) (0.003) (0.008) (0.002)

HHI −0.021 * 0.135 *** 0.017 ** 0.000 0.113 *** 0.012 **
(0.011) (0.048) (0.008) (0.008) (0.019) (0.006)

Ifsoe 0.010 *** −0.055 *** −0.003 0.005 *** −0.027 *** −0.000
(0.001) (0.012) (0.002) (0.001) (0.002) (0.001)

Industry FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
N 27,513 27,513 27,513 27,513 27,513 27,513
Adj-R2 0.136 0.151 0.208 0.442 0.290 0.311
F-value 46.797 691.792

Notes: This table reports the results for endogeneity concerns. The amount of total lottery spending is normalized
by the GDP of the province. Columns (1)–(3) are the estimation results, with the instrumental variable as
the total welfare lottery spending at the province level. Columns (4)–(6) are the estimation results, with the
instrumental variable as the average value of the managerial myopia of other firms within the same province-
industry-year. Robust standard errors are clustered at the firm level and reported in parentheses. ***, ** and * are
adopted to denote significance at the 1%, 5%, and 10% level, respectively. Each regression includes industry and
year-fixed effects.

4.3.2. PSM

One possible criticism of our baseline regression is that the linearity assumption for
the correlation between managerial myopia and long-term investment is too rigorous, and
firms experiencing severe managerial short-termism could reveal characteristics different
from those with less managerial short-termism. To address this concern, PSM was used.
First, we divided our sample into two groups based on the value of Myopia. Then, we
generated a new variable Dmyopia, and coded Dmyopia as 1 if the observations with the
value of Myopia were greater than the averages; else, 0. Next, based on the control variables,
we selected the most similar observation from the rest of the sample for each observation
in the treatment group. Third, logistic regression for the propensity score–matched sample
was conducted, and Table 5 presents the results. Columns (1) and (2) report the estimation
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results, with the independent variable as Dmyopia by Ordinary Least Squares (OLS).
Columns (3) and (4) present the estimation results of PSM. As expected, the coefficient
remained significantly negative.

Table 5. Propensity score matching.

(1) (2) (3) (4)

Capspend Rdspen Capspend Rdspen

Dmyopia −0.008 *** −0.002 ** −0.007 *** −0.004 ***
(0.002) (0.001) (0.002) (0.001)

Size 0.002 *** −0.001 0.051 *** 0.048 ***
(0.000) (0.000) (0.009) (0.012)

Lev 0.003 −0.045 *** 0.124 ** −0.025
(0.003) (0.004) (0.050) (0.074)

Age −0.016 *** −0.007 *** −0.129 *** −0.075 **
(0.002) (0.002) (0.027) (0.035)

Fixed 0.071 *** −0.017 *** 0.411 *** 0.497 ***
(0.004) (0.004) (0.060) (0.086)

ROA 0.069 *** −0.053 *** −0.234 −0.305
(0.005) (0.008) (0.146) (0.213)

Growth 0.002 *** 0.004 *** −0.016 −0.011
(0.001) (0.001) (0.014) (0.026)

Avage −0.016 ** −0.013 * 0.341 ** 0.522 ***
(0.007) (0.007) (0.136) (0.175)

Degree 0.001 ** 0.002 *** −0.004 −0.013 *
(0.000) (0.000) (0.006) (0.007)

Indenp 0.000 0.016 * −0.299 * −0.412 *
(0.008) (0.009) (0.170) (0.215)

Dual −0.005 *** −0.004 *** 0.087 *** 0.051 **
(0.001) (0.001) (0.021) (0.025)

Firstrat −0.025 *** −0.014 *** 0.134 * 0.209 **
(0.004) (0.004) (0.080) (0.104)

HHI 0.023 *** 0.005 0.271 *** 0.378 ***
(0.009) (0.007) (0.093) (0.137)

Ifsoe −0.009 *** 0.001 0.094 *** 0.096 ***
(0.001) (0.001) (0.022) (0.031)

Cons 0.092 *** 0.155 *** −1.823 *** −1.823 ***
(0.027) (0.028) (0.683) (0.683)

Industry FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
N 18,662 18,662 18,662 18,662
Adj-R2 0.149 0.440

Notes: Columns (1) and (2) present the estimation results, with the independent variable as Dmyopia by OLS.
Columns (3) and (4) present the estimation results of propensity score matching. Robust standard errors are
clustered at the firm level and reported in parentheses. ***, ** and * are adopted to denote significance at the 1%,
5%, and 10% level, respectively. Each regression includes industry and year-fixed effects.

4.3.3. Alternative Statistical Models

Reverse causality is another concern regarding our baseline results, since lagged
investment could influence managers’ behavior; hence, we adopted the generalized method
of moments (GMM) to address this issue. Specifically, we considered our benchmark
regression as a dynamic panel data model with a lagged dependent variable of order one
to alleviate the possible reverse causality. Referring to Blundell and Bond [67], we used
the GMM using the first-order lags of explanatory variables as instrumental variables.
Considering the dependent variable as censored between 0 and 1, we further used a Tobit
model to re-examine the correlation between variables of interest. Moreover, we included
the squared term of Myopia as a control variable to test the possible nonlinear effect
between managerial myopia and a firm’s investment decisions. Table 6 presents the results.
Columns (1) and (2) present the regression results where the lagged capital expenditures
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and lagged R&D expenditures are included, respectively. Columns (3) and (4) present the
estimation results of the Tobit model. Columns (5) and (6) display the estimation results of
our nonlinear model. As expected, our main results remained unaltered.

Table 6. Alternative statistical model.

(1) (2) (3) (4) (5) (6)

Capspend Rdspen Capspend Rdspen Capspend Rdspen

L.inve 0.393 ***
(0.012)

L.rdspen 0.602 ***
(0.020)

Myopia −0.067 *** −0.006 ** −0.059 *** −0.008 *** −0.062 *** −0.012 ***
(0.005) (0.003) (0.010) (0.002) (0.005) (0.004)

Myopia2 −0.001 0.001
(0.001) (0.001)

Size −0.005 *** −0.009 *** 0.021 *** 0.000 0.001 ** −0.001 ***
(0.001) (0.001) (0.001) (0.000) (0.000) (0.000)

Lev 0.008 −0.011 *** 0.046 *** −0.034 *** 0.006 ** −0.041 ***
(0.006) (0.003) (0.006) (0.001) (0.003) (0.003)

Age −0.037 *** −0.001 −0.090 *** 0.025 *** −0.014 *** −0.008 ***
(0.004) (0.003) (0.004) (0.001) (0.002) (0.002)

Fixed −0.102 *** −0.015 *** 0.009 −0.006 *** 0.071 *** −0.014 ***
(0.010) (0.005) (0.008) (0.002) (0.004) (0.003)

ROA 0.008 −0.051 *** 0.209 *** −0.067 *** 0.064 *** −0.049 ***
(0.006) (0.006) (0.013) (0.003) (0.005) (0.007)

Growth −0.003 *** 0.001 ** 0.002 0.003 *** 0.002 *** 0.003 ***
(0.001) (0.001) (0.001) (0.000) (0.001) (0.001)

Avage 0.015 0.001 −0.124 *** 0.024 *** −0.015 ** −0.016 ***
(0.013) (0.008) (0.017) (0.004) (0.007) (0.006)

Degree 0.000 −0.000 −0.000 0.001 *** 0.001 ** 0.002 ***
(0.000) (0.000) (0.001) (0.000) (0.000) (0.000)

Indenp −0.006 −0.001 −0.034 * 0.003 0.002 0.013 *
(0.011) (0.006) (0.020) (0.004) (0.008) (0.008)

Dual −0.000 −0.002 *** −0.012 *** −0.002 *** −0.004 *** −0.004 ***
(0.001) (0.001) (0.002) (0.001) (0.001) (0.001)

Firstrat 0.025 ** −0.016 *** −0.060 *** −0.015 *** −0.024 *** −0.014 ***
(0.010) (0.006) (0.011) (0.003) (0.004) (0.004)

HHI −0.003 −0.010 0.090 *** −0.021 *** 0.021 ** 0.012 **
(0.008) (0.008) (0.011) (0.003) (0.009) (0.006)

Ifsoe −0.001 −0.008 ** −0.021 *** −0.011 *** −0.008 *** −0.000
(0.003) (0.003) (0.003) (0.001) (0.001) (0.001)

Cons 0.184 *** 0.219 *** 0.287 *** −0.106 *** 0.099 *** 0.169 ***
(0.054) (0.036) (0.064) (0.016) (0.027) (0.024)

Industry FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
N 27,513 27,513 27,513 27,513 27,513 27,513
Adj-R2 0.205 0.438

Notes: This table reports the results for the alternative statistical model. Columns (1) and (2) present the regression
results where the lagged capital expenditures and lagged R&D expenditures are included, respectively. Columns
(3) and (4) present the estimation results of the Tobit model. Columns (5) and (6) display the estimation results of
our nonlinear model. ***, ** and * are adopted to denote significance at the 1%, 5%, and 10% level, respectively.
Each regression includes industry and year fixed effects.

4.3.4. Subsample Analysis

External environment is one of the critical factors influencing the company’s behavior.
A poor external environment inhibits firms’ long-term investment behavior to some extent.
Although we controlled year-fixed effects, to alleviate the confounding effects of extreme
external environments, we further excluded observations in years with abnormal stock
returns, that is, samples with annual stock returns below negative 5%. Columns (1) and
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(2) of Table 7 present the results. In addition, based on the enterprise life cycle theory,
newly established enterprises face greater capital constraints and operational pressure, and
generally do not consider long-term investments more owing to their eagerness to develop
markets. Hence, we removed the sample of firms established in the last 3 years. Columns
(3) and (4) of Table 7 present the results. In the benchmark regression, we replaced the
missing values for R&D with zeros. In this section, we excluded the missing samples. The
results are reported in column (5) of Table 7. As reported in Table 7, the results remained
robust to the subsample analysis.

Table 7. Subsample analysis.

(1) (2) (3) (4) (5)

Capspend Rdspen Capspend Rdspen Rdspen

Myopia −0.090 *** −0.009 ** −0.086 *** −0.010 *** −0.011 **
(0.014) (0.004) (0.012) (0.004) (0.005)

Size 0.015 *** −0.001 *** 0.015 *** −0.001 *** −0.001 ***
(0.001) (0.000) (0.001) (0.000) (0.000)

Lev 0.049 *** −0.042 *** 0.045 *** −0.041 *** −0.043 ***
(0.008) (0.003) (0.007) (0.003) (0.003)

Age −0.010 −0.009 *** −0.009 −0.008 *** −0.006 ***
(0.006) (0.002) (0.006) (0.002) (0.002)

Fixed 0.085 *** −0.016 *** 0.084 *** −0.014 *** −0.016 ***
(0.012) (0.003) (0.011) (0.003) (0.004)

ROA 0.188 *** −0.052 *** 0.194 *** −0.049 *** −0.057 ***
(0.015) (0.007) (0.015) (0.007) (0.007)

Growth 0.007 *** 0.003 *** 0.008 *** 0.003 *** 0.003 ***
(0.002) (0.001) (0.002) (0.001) (0.001)

Avage −0.088 *** −0.017 *** −0.083 *** −0.016 *** −0.013 **
(0.020) (0.006) (0.020) (0.006) (0.006)

Degree 0.000 0.002 *** 0.000 0.002 *** 0.002 ***
(0.001) (0.000) (0.001) (0.000) (0.000)

Indenp −0.008 0.014 * −0.007 0.013 * 0.017 *
(0.025) (0.008) (0.023) (0.008) (0.009)

Dual −0.013 *** −0.004 *** −0.012 *** −0.004 *** −0.003 ***
(0.003) (0.001) (0.003) (0.001) (0.001)

Firstrat −0.085 *** −0.015 *** −0.083 *** −0.014 *** −0.012 ***
(0.015) (0.004) (0.014) (0.004) (0.004)

HHI 0.101 *** 0.012 * 0.113 *** 0.012 ** 0.010
(0.034) (0.006) (0.033) (0.006) (0.007)

Ifsoe −0.028 *** −0.000 −0.027 *** −0.000 0.001
(0.003) (0.001) (0.003) (0.001) (0.001)

Cons 0.054 0.173 *** 0.020 0.169 *** 0.160 ***
(0.084) (0.024) (0.082) (0.024) (0.026)

Industry FE Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes
N 19,936 19,936 23,107 23,107 20,153
Adj-R2 0.151 0.438 0.150 0.438 0.424

Notes: This table reports the results of the subsample analysis. Columns (1) and (2) present the results, excluding
observations in years with abnormal stock returns. Columns (3) and (4) present the results after removing the
sample of firms established in the last 3 years. Robust standard errors are clustered at the firm level and reported
in parentheses. ***, ** and * are adopted to denote significance at the 1%, 5%, and 10% level, respectively. Each
regression includes industry and year-fixed effects.

4.4. The Moderating Effect of External Governance

Next, we explored the moderating effects of two crucial external governance variables
on the correlation between managerial myopia and long-term investment: institutional
shareholding and analyst coverage.
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4.4.1. The Moderation Role of Institutional Shareholding

Institutional investors have professional investment and management abilities and
usually pursue a value investment philosophy, with a stronger incentive to focus on and
acquire information about the long-term value of a project rather than relying on short-
term performance information [68]. Therefore, institutional investors are often considered
effective in monitoring managers and can facilitate long-term valuable corporate decisions.
We used the ratio of the number of shares held by institutions to the firm’s total shares to
measure institutional shareholding (prohold) and included the cross-term of managerial
myopia and institutional shareholding in the original regression model. The results shown
in columns (1) and (2) in Table 8 report a positive and significant coefficient of the cross-
term, suggesting that the negative impact of managerial myopia on long-term investments
is decreased with an increase in institutional investor ownership.

Table 8. The moderating effect of external governance.

(1) (2) (3) (4)

Capspend Rdspen Capspend Rdspen

Myopia −0.077 *** −0.024 ** −0.056 *** −0.063 **
(0.008) (0.011) (0.015) (0.028)

Prohold 0.010 *** 0.005 **
(0.002) (0.002)

Prohold × Myopia 0.033 * 0.009 *
(0.017) (0.005)

Analy 0.022 *** 0.014 ***
(0.003) (0.003)

Analy × Myopia 0.017 * 0.038 **
(0.009) (0.019)

Size 0.001 *** −0.001 *** 0.002 *** −0.001 ***
(0.000) (0.000) (0.000) (0.000)

Lev 0.007 *** 0.044 *** 0.006 ** 0.039 ***
(0.003) (0.003) (0.003) (0.003)

Age −0.013 *** −0.009 *** −0.012 *** −0.009 ***
(0.002) (0.002) (0.002) (0.002)

Fixed 0.072 *** −0.014 *** 0.061 *** −0.010 ***
(0.004) (0.003) (0.004) (0.003)

ROA 0.066 *** −0.049 *** 0.049 *** −0.049 ***
(0.006) (0.007) (0.005) (0.007)

Growth 0.002 *** 0.003 *** 0.002 *** 0.003 ***
(0.001) (0.001) (0.001) (0.001)

Avage −0.013 ** −0.015 ** −0.010 −0.010 *
(0.007) (0.006) (0.007) (0.006)

Degree 0.000 * 0.002 *** 0.001 ** 0.002 ***
(0.000) (0.000) (0.000) (0.000)

Indenp 0.002 0.015 * −0.002 0.015 *
(0.008) (0.008) (0.008) (0.008)

Dual −0.004 *** −0.003 *** −0.004 *** −0.004 ***
(0.001) (0.001) (0.001) (0.001)

Firstrat −0.024 *** −0.015 *** −0.023 *** −0.010 **
(0.004) (0.004) (0.004) (0.004)

HHI 0.019 ** 0.010 * 0.031 *** 0.009
(0.009) (0.006) (0.011) (0.007)

Ifsoe −0.008 *** −0.000 −0.007 *** −0.001
(0.001) (0.001) (0.001) (0.001)

Cons 0.086 *** 0.167 *** 0.057 ** 0.138 ***
(0.028) (0.024) (0.029) (0.025)
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Table 8. Cont.

(1) (2) (3) (4)

Capspend Rdspen Capspend Rdspen

Industry FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
N 27,513 27,513 27,189 27,189
Adj-R2 0.207 0.444 0.195 0.447

Notes: This table reports the results of the subsample analysis. Columns (1) and (2) present the results with the
moderation role of institutional shareholding. Columns (3) and (4) present the results with the moderation role of
analyst coverage. Robust standard errors are clustered at the firm level and reported in parentheses. ***, ** and *
are adopted to denote significance at the 1%, 5%, and 10% level, respectively. Each regression includes industry
and year-fixed effects.

4.4.2. The Moderation Role of Analyst Coverage

Based on the information hypothesis, the greater the analysts’ attention, the more
probable the information hidden by managers will be revealed to investors, and the more
likely the company would be subjected to stakeholders’ inspection, which would restrain
managers’ short-termism behavior. We measured a firm’s analyst coverage (Analy) by the
number of analysts who released earnings forecasts for the firm in a given year. Then, we
interacted Analy with Myopia, as well as included the interaction in the original regression
model. The results shown in columns (3) and (4) in Table 8 report a positive and significant
coefficient of the interaction, suggesting that the negative impact of managerial myopia on
long-term investments is decreased with an increase in analyst coverage.

4.5. Cross-Sectional Analysis

To further support our primary results, we examined some cross-sectional factors
(i.e., industry competition, firm performance, and enterprise property rights) that should
probably influence the correlation between managerial myopia and long-term investment
and the motives of managerial myopic behaviors. First, the degree of industry competi-
tiveness closely correlates with the firms’ investment decisions. The stronger the industry
competition, the less room for the business to produce profits. Amid heavy market compe-
tition, short-sighted managers prefer to minimize long-term investments to boost present
surplus returns. Second, previous studies have identified that firm profitability is also a
determinant of long-term investment [27]. Poor performers encounter additional financial
deficits and operational risks than excellent performers. Hence, short-sighted conduct
exerts a larger impact on long-term investments. In addition, Xiong and Jiang (2022) [69]
theoretically demonstrated that additional competition results in firms inducing their man-
agers to behave myopically (through contracting more on short-term prices) and, thus,
lessening profitability. Thus, more competition and less profitability correlate with more
severe myopia-investment association. Third, compared with non-SOEs (state-owned
enterprises), managers of SOEs are supervised by higher authorities and have a clear plan
for corporate behavior, including investment behavior. In addition, SOEs assume certain
social responsibility functions and have state financial backing for long-term investments
and R&D. Hence, compared with non-SOEs, SOEs might not be affected by managerial
short-sightedness.

4.5.1. Firm Performance

Referring to Ali et al. [5], we used return on assets (ROA) to measure a firm’s perfor-
mance. We introduce a binary variable (Perform) that equals 1 for firms with a ROA above
the sample median; for other firms it equals 0. We interacted Perform with Myopia and
introduced the interaction in our basic model. Columns (1) and (2) of Table 9 present the
results. We found a weakly significant and positive correlation between the interaction (Per-
form × Myopia) and the dependent variables, suggesting that firms of more profitability
are less affected by managerial myopic behavior.
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Table 9. Cross-sectional analysis.

(1) (2) (3) (4) (5) (6)

Capsend Rdspen Capsend Rdspen Capsend Rdspen

Myopia −0.068 *** −0.016 *** −0.052 *** −0.024 *** −0.079 *** −0.016 ***
(0.006) (0.005) (0.006) (0.009) (0.008) (0.006)

Perform 0.004 *** 0.001
(0.001) (0.001)

Perform ×
Myopia 0.006 * 0.012 *

(0.003) (0.007)
Dhhi 0.006 *** 0.010 ***

(0.001) (0.002)
Dhhi × Myopia 0.022 *** 0.041 ***

(0.008) (0.010)
Ifsoe −0.008 *** −0.000 −0.008 *** −0.000 −0.011 *** −0.002

(0.001) (0.001) (0.001) (0.001) (0.001) (0.002)
Ifsoe × Myopia 0.030 *** 0.014 *

(0.008) (0.008)
Size 0.001 ** −0.001 *** 0.001 ** −0.001 *** 0.001 ** −0.001 ***

(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Lev 0.007 *** −0.042 *** 0.007 ** −0.040 *** 0.006 ** −0.041 ***

(0.003) (0.003) (0.003) (0.003) (0.003) (0.003)
Age −0.014 *** −0.008 *** −0.013 *** −0.008 *** −0.014 *** −0.008 ***

(0.002) (0.002) (0.002) (0.002) (0.002) (0.002)
Fixed 0.072 *** −0.014 *** 0.071 *** −0.014 *** 0.072 *** −0.014 ***

(0.004) (0.003) (0.004) (0.003) (0.004) (0.003)
ROA 0.053 *** −0.047 *** 0.062 *** −0.051 *** 0.064 *** −0.049 ***

(0.006) (0.007) (0.005) (0.007) (0.005) (0.007)
Growth 0.002 *** 0.003 *** 0.002 *** 0.003 *** 0.002 *** 0.003 ***

(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
Avage −0.015 ** −0.016 *** −0.016 ** −0.016 *** −0.015 ** −0.016 ***

(0.007) (0.006) (0.007) (0.006) (0.007) (0.006)
Degree 0.001 ** 0.002 *** 0.001 ** 0.002 *** 0.001 ** 0.002 ***

(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Indenp 0.003 0.013 * 0.002 0.013 * 0.002 0.013 *

(0.008) (0.008) (0.008) (0.008) (0.008) (0.008)
Dual −0.004 *** −0.004 *** −0.004 *** −0.004 *** −0.004 *** −0.004 ***

(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
Firstrat −0.023 *** −0.014 *** −0.023 *** −0.014 *** −0.024 *** −0.014 ***

(0.004) (0.004) (0.004) (0.004) (0.004) (0.004)
HHI 0.021 ** 0.012 ** 0.021 * 0.011 0.021 ** 0.012 **

(0.009) (0.006) (0.010) (0.006) (0.009) (0.006)
Cons 0.100 *** 0.169 *** 0.098 *** 0.164 *** 0.098 *** 0.169 ***

(0.027) (0.024) (0.027) (0.024) (0.027) (0.024)
Industry FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
N 29,818 23,107 29,818 23,107 29,818 23,107
Adj-R2 0.206 0.438 0.206 0.441 0.236 0.419

Notes: This table reports the results of the cross-sectional analysis. Robust standard errors are clustered at firm
level and reported in parentheses. ***, ** and * are adopted to denote significance at the 1%, 5%, and 10% level,
respectively. Each regression includes industry and year-fixed effects.

4.5.2. Industry Competition

Referring to Jia et al. [25], HHI, classified by a 3-digit industry code, was used to
measure the industry competition level. A higher HHI indicates a less competitive envi-
ronment. We recoded HHI as 1 if a company’s HHI value was higher than the median; for
other companies the value was 0. Then, we interacted Dhhi with Myopia and introduced
the interaction in our basic model to empirically test whether the correlation between
managerial myopia and long-term investment in a less competitive industry could be alle-
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viated. Columns (3) and (4) of Table 9 present the results. We found that Dhhi × Myopia
significantly and positively correlated with the dependent variables, suggesting that firms
in a less competitive industry are less affected by managerial myopic behavior.

4.5.3. Enterprise Property Rights

Based on the nature of enterprise property rights, we added the dummy variable
Ifsoe (if the enterprise is an SOE, the variable is assigned to 1; otherwise, the variable is
assigned to 0). Then, we interacted Ifsoe with Myopia and introduced the interaction in our
basic model to empirically test whether the correlation between managerial myopia and
long-term investment in an SOE could be alleviated. Columns (5) and (6) of Table 9 present
the results. We found that Ifsoe × Myopia significantly and positively correlated with
the dependent variables, suggesting that firms from SOEs are less affected by managerial
myopic behavior.

5. Conclusions

Based on a textual analysis approach, this study examines managerial short-sightedness
and empirically analyzes its impact on firms’ long-term investment. The results provide
empirical evidence that managerial myopia inhibits firms’ long-term investment. Precisely,
managerial myopia decreases firms’ capital expenditures and R&D expenditures. The
effect documented in this study is not only statistically significant but also economically
meaningful. In addition, robustness tests, including addressing endogeneity issues, PSM
analysis, alternative statistical regression model, and subsample analysis, did not alter the
main results. Moreover, the moderating effect analysis indicates that the negative impact
of managerial myopia on long-term investments is decreased with an increase in institu-
tional investor ownership and analyst coverage. Furthermore, the cross-sectional analysis
suggested that the correlation between managerial myopia and long-term investment is
stronger among firms with higher industry competition, poor performance levels, and in
non-state-owned enterprises.

Our study has two practical implications. First, managers play a vital role in the
sustainable development of a firm. A corporation’s ability to uphold valuable long-term
investments is a critical component to ensure the corporation’s sustainable growth. This
study provides some evidence relating to the profile of senior managers. The firms must
focus on both the demographic characteristics and the time perception of managers. Sec-
ond, this study demonstrates that the external governance mechanism could alleviate the
negative impact of managerial myopia on investment decisions. Corporations should take
full advantage of external governance mechanisms, improve internal governance, and
comprehensively improve their governance capabilities to help them develop sustainably.

Nevertheless, this study has several limitations that point to possible avenues for
future research. First, our sample comprised Chinese A-share companies. Thus, our main
findings can provide meaningful incentives for developing countries. In fact, the institu-
tional differences between China and developed countries might limit the generalizability
of our conclusions. Future research can extend this study to other economies. Second, we
only discussed the impact of managerial myopia on investment decisions. Indeed, the
impact of managerial myopia on corporate behavior might not be limited to this aspect but
may also include debt behavior and governance behavior. Future studies might extend this
research in a different dimension; for example, behavioral finance theory can be introduced
to related research to expand the research dimensions of managerial myopia.

Overall, this study contributes to the research on the correlation between managerial
myopia and the firm’s investment behavior in view of the upper echelons theory. Our
results offer practical implications for the firm’s sustainable development. A company
should focus on identifying valuable long-term projects and increasing investments in
projects beneficial to the company’s long-term development while evading business risks.
The company should focus on not only internal governance but also external supervision
to make timely adjustments to the company’s investment decisions.
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