Effect of the manager organizational identity on the agency cost gap of firms

Abstract

Based on the nature of the goals of business units to achieve the common point of
providing investors' interests, in order to continue competition in the financial markets,
the behavioral characteristics of managers should be examined from the perspective of
identity. Because it depends on the values derived from respecting the rights of the
beneficiaries and responding to the social values that the identity of the managers within
the companies can reduce the agency costs gap with the aim of moving in the direction
of maximizing the wealth of the shareholders. The purpose of this research is effect of the
managers organizational identity on the agency cost gap of firms. In this study, which is
considered a combination in terms of data collection, first, through a systematic content
screening, it was done to identify the dimensions of the organizational identity of the
managers and the areas of the gap in the representation cost of the companies by
expanding the dimensions identified in the form of a researcher's questionnaire, in the
quantitative part, the hypothesis will be tested. The process used in this section focuses
on Partial Least Squares (PLS) analysis. The results of the research indicate the
confirmation of the negative effect of the organizational identity of the managers on the
areas of the agency cost gap of the companies. In fact, the obtained result shows that the
stimulating axes of the organizational identity of the managers, while improving the level
of behavioral and functional standardization of the company in front of the stakeholders
due to the reduction of agency costs, develops a suitable platform for promoting social
trust in the company in a competitive market. The results of this study help capital market
policymakers promote normative and ethical values in the capital market. It encourages
functions of company managers through various mechanisms, such as institutional
training, changing the nature of governance oversight to promote professional ethics, and
fostering a culture of adherence to social values. This is to ensure that managers attain a
higher level of organizational and social identity.
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Extened Abstract

1- Introduction:

The impact of social expectations on the organizational identity functions of
managers leads to a reduction in opportunistic behavior and an enhancement of
informational transparency. This is achieved by stimulating managers' motivations and
increasing sensitivity to the expectations of stakeholders in social environments.

Based on the nature of the goals of business units to achieve the common point of
providing investors' interests, in order to continue competition in the financial markets,



the behavioral characteristics of managers should be examined from the perspective of
identity. Because it depends on the values derived from respecting the rights of the
beneficiaries and responding to the social values that the identity of the managers within
the companies can reduce the agency costs gap with the aim of moving in the direction
of maximizing the wealth of the shareholders.

2- Reserarch Hypothesis:

The organizational identity of managers has a significant and negative impact on the
agency costs of companies.

3-Methods

In this study, which is considered a combination in terms of data collection, first,
through a systematic content screening, it was done to identify the dimensions of the
organizational identity of the managers and the areas of the gap in the representation cost
of the companies by expanding the dimensions identified in the form of a researcher's
questionnaire, in the quantitative part, the hypothesis will be tested. The process used in
this section focuses on Partial Least Squares (PLS) analysis.

The statistical population in the qualitative and quantitative sections respectively
includes 13 experts and specialists in accounting at the university level and 408 financial
managers and accounting heads of stock exchange-listed companies.

4- Results:

Results of research showed that The dimensions arising from the organizational
identity of managers have a significant and negative impact on the agency costs of
companies.

This is because the path coefficient is negative and equal to -0.21, and the t-statistic is
3.11, which is greater than 1.96 Therefore, the research hypothesis is confirmed.

5- Discussion and Conclusion:

The results of the research indicate the confirmation of the negative effect of the
organizational identity of the managers on the areas of the agency cost gap of the
companies. In fact, the obtained result shows that the stimulating axes of the
organizational identity of the managers, while improving the level of behavioral and
functional standardization of the company in front of the stakeholders due to the reduction
of agency costs, develops a suitable platform for promoting social trust in the company
in a competitive market.

Organizational identity is the level of adherence to organizational values. Managers,
influenced by internal and external motivators, try to respect the rights of others through
timely and truthful disclosure of information to stakeholders and enhancing the symmetry
of information. This leads to a reduction in the agency costs gap for companies.
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