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Extended Abstract

Introduction: In terms of the impact of economic uncertainty on a company's performance, it
is possible to point out the company's investment decisions, research and development costs,
and employee recruitment. Therefore, in order to control this factor, company managers can
reduce the cost of goods sold in order to increase their profits by producing more than
expected in the current period. A complete understanding of production management is not
acceptable without considering production shortages and managers' incentives to manipulate
production. Information asymmetry between managers and shareholders increases when
uncertainty exists. Company managers increase the level of product production in order to
create more fluctuations in the existing earnings management incentives. Risk-taking
incentives (i.e., stock options) can create sufficient incentives to deviate from production.
Background and Objective: According to the theoretical literature of financial research,
managers' decisions for risky projects will occur when managers have sufficient incentives
for it, such as rewards, etc. Especially when economic policy is uncertain, management
incentives will cause a decrease in production and deviation from product production will
increase at this time. This means that managers create more risk for companies with their
trading operations. The purpose of this study is to investigate the impact of economic policy
uncertainty and risk management on production management.

Methodology: The present study is an applied research in terms of its purpose and a post-
event semi-experimental research in terms of its data collection method in the field of
accounting positive research, that is, it is based on the analysis of past information. In terms
of the data analysis method, it is also a correlational research, because the present study seeks
to find the relationship between the research variables in a statistical population. The research
data were collected from the Tehran Stock Exchange website and the new Rahavard software.
Finally, considering the sample size, iView’s version 13 and Stata software were used to
analyze the data. The statistical population studied in this study includes all companies listed
on the Tehran Stock Exchange during the years 2016 to 2024.

Findings: The results of the research findings show that economic policy uncertainty causes
a decrease in production management. Also, risk management causes an increase in
production management.

Discussion: Economic policy uncertainty, as a key factor in the business environment, has
profound effects on production management. This uncertainty, caused by unpredictable
changes in government fiscal, trade, or regulatory policies, can lead to fluctuations in
production costs, resource availability, and market demand. In such circumstances, risk
management becomes a vital tool for production managers to mitigate the negative effects of
this uncertainty by anticipating different scenarios, optimizing the supply chain, and adopting
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flexible strategies. Applying risk management approaches, such as diversifying suppliers or
using long-term contracts, can strengthen production sustainability and make the organization
more resilient to economic shocks.

Keywords: Economic uncertainty, company risk tolerance, production management.
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Economic Policy Uncertainty, Corporate Risk-Taking,
and Production Management

Abstract

Economic policy uncertainty, as a key factor in the business environment, has profound
effects on production management. This uncertainty, resulting from unpredictable changes in
government financial, trade, or regulatory policies, can lead to fluctuations in production
costs, resource availability, and market demand. In such circumstances, risk management
becomes a vital tool for production managers to reduce the negative effects of this uncertainty
by anticipating different scenarios, optimizing the supply chain, and adopting flexible
strategies. Applying risk management approaches, such as diversifying suppliers or using
long-term contracts, can strengthen production sustainability and make the organization more
resilient to economic shocks. Therefore, based on this argument, the purpose of the present
study is to investigate the impact of economic policy uncertainty and risk management on
production management. This research is applied in terms of purpose and is a descriptive
research in terms of method, identification, correlation and correlation. The statistical
population of the research is the Tehran Stock Exchange and the research sample is 167
companies listed on the Tehran Stock Exchange in the 9-year period between 2016 and 2024.
In order to test the research hypotheses, multivariate regression with mixed data and Iviews
software was used. The results of the research findings show that economic policy
uncertainty causes a decrease in production management. Also, risk management causes an
increase in production management.

Keywords: Economic uncertainty, company risk tolerance, production management.



