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Abstract:

This study aims to examine the impact of financial information quality on the convergence or divergence of managers’ and
shareholders’ decisions, considering the moderating role of the salience phenomenon. The research is applied in purpose and
descriptive-correlational in nature. The statistical population includes companies listed on the Tehran Stock Exchange from
2012 to 2021. After applying selection criteria, 130 firms (1300 firm-years) were chosen using purposive sampling. Data were
collected from financial statements and analyzed using EViews10 software through logistic regression models. The dependent
variable was the convergence or divergence of managerial and shareholder decisions; the independent variable was financial
information quality (accruals quality); and the moderating variable was the salience phenomenon. Control variables included
firm size, financial leverage, return on assets, cash ratio, sales growth, stock return, and firm age. Results at the 95%
confidence level indicate that financial information quality has a significant positive effect on the convergence and divergence
of managerial and shareholder decisions. The regression coefficient for accruals quality was 1.616 with a probability value
below 0.05. However, the salience phenomenon (interaction term QACCxSALI) showed no significant moderating effect, with
a p-value above 0.05. The McFadden R? was 0.478, and the LR statistic was significant, confirming good model fit. Financial
information quality enhances decision alignment between managers and shareholders by reducing information asymmetry
and improving transparency. However, the salience phenomenon does not moderate this relationship, suggesting that
selective attention to certain information segments does not significantly alter the impact of financial information quality on
decision convergence. The findings highlight the necessity of improving financial reporting quality to promote strategic
coherence and minimize conflicts of interest.
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Extended Abstract

Introduction

Financial information quality represents one of the core foundations of decision-making transparency in modern
corporations and capital markets. Reliable, timely, and relevant financial data reduce information asymmetry, build investor
confidence, and strengthen the alignment between management and shareholders (Abdel-Meguid, 2019). According to
agency theory, a well-developed information environment allows principals (shareholders) to monitor agents (managers)
effectively, thereby minimizing agency costs and promoting convergence of interests (Jensen & Meckling, 1976). When
financial reports are credible, both groups can base their strategic and investment decisions on a shared informational
platform, resulting in harmonized actions and trust-based governance (Garcia lara & Garcia Osma, 2015). Conversely, low-
quality reporting may lead to divergent perceptions, opportunistic behaviors, and inefficient allocation of resources.

Recent research emphasizes the behavioral dimension of financial information quality, showing that investor cognition
and emotional biases interact with accounting data to shape market outcomes (Bahar Moghaddam & Hossein, 2018; Cornell
et al., 2017). The salience phenomenon—defined as the tendency of individuals to focus excessively on certain information
cues while neglecting others—has emerged as a critical behavioral factor influencing such decisions (Lee & Park, 2022). When
salient information dominates attention, even transparent data may be misinterpreted, causing inconsistency between
managerial and investor actions (Ramos et al., 2020). Hence, understanding how salience moderates the relationship
between financial information quality and decision alighment is essential for behavioral finance research.

Empirical findings across countries confirm the significant role of reporting quality in economic stability. For instance,
(Danescu & Stejerean, 2022) demonstrated that after the COVID-19 pandemic, firms with stronger reporting systems gained
higher investor trust, while (Bouteska & Mili, 2022) highlighted that effective corporate governance mechanisms improve
analyst forecast accuracy through enhanced financial transparency. In Iran’s emerging market, the issue is more pressing due
to structural inefficiencies and weaker disclosure regimes. Studies such as (Arabzadeh & Parvizloo, 2020) found that auditor
industry specialization increases reporting quality, while (Hosseinzadeh et al., 2023) linked accounting information
convergence to better stakeholder management. Similarly, (Khan Mohammadi Fard et al., 2022; Khan Mohammadi Fard et
al., 2021) revealed that ambiguity in financial information drives divergence between managers’ and shareholders’ decisions.

In light of these findings, this study investigates whether financial information quality promotes convergence or divergence
in the decision-making of managers and shareholders, while also testing the moderating effect of information salience.
Following the insights of (Khaleghi Kasbi et al., 2020), it hypothesizes that high-quality information enhances decision
alignment, whereas excessive salience may distort perceptions and weaken this relationship. The study further aligns with
(Hsin et al., 2024) who asserted that quality reporting mitigates the negative impact of earnings management on corporate
performance.

Methods and Materials

This study adopts an applied, descriptive—correlational design. The statistical population includes all companies listed on
the Tehran Stock Exchange between 2012 and 2021. Based on purposive sampling, 130 companies (1300 firm-year
observations) were selected. Financial data were extracted from audited statements and analyzed using logistic regression
models implemented in EViews 10 software. The dependent variable represents the degree of convergence or divergence
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accruals quality. The moderating variable, information salience, was operationalized using a behavioral-based index reflecting
investors’ sensitivity to prominent accounting signals. Control variables include firm size, leverage, return on assets, sales
growth, cash ratio, firm age, and stock returns. Significance was evaluated at a 95% confidence level using McFadden’s R?
and LR statistics to verify model fitness.

Findings

The statistical analysis revealed that financial information quality exerts a significant positive influence on the convergence
and divergence of managerial and shareholder decisions. The regression coefficient for accruals quality was 1.616, with a
probability level below 0.05, confirming a meaningful relationship. The McFadden R? value of 0.478 indicated a satisfactory
model fit, while the LR statistic was also significant. These results demonstrate that higher financial reporting quality leads to
greater alignment of managerial and shareholder decision-making.

However, the moderating effect of the salience phenomenon (interaction term QACCxSALI) was not significant, as its p-
value exceeded 0.05. This suggests that the extent to which decision-makers focus on salient information does not statistically
alter the relationship between financial information quality and decision convergence. Control variables such as firm size and
profitability showed mild but positive effects, whereas financial leverage displayed a marginal negative relationship with
convergence outcomes. Overall, the results indicate that decision alignment primarily depends on information transparency
rather than selective attention biases.

Discussion and Conclusion

The findings confirm that financial information quality plays a pivotal role in harmonizing the decision-making behavior of
managers and shareholders. This result supports the theoretical argument of (Jensen & Meckling, 1976) that transparent
reporting mitigates agency problems by improving accountability and monitoring. When accounting data accurately
represent a firm’s financial position, both managers and investors can rely on consistent information sets to form
expectations and strategic choices. The result also echoes empirical work by (Abdel-Meguid, 2019), who documented that
higher-quality financial reporting reduces information asymmetry and improves market reactions. Similarly, (Garcia lara &
Garcia Osma, 2015) demonstrated that conservative and accurate accounting promotes investment efficiency, aligning with
this study’s evidence of increased decision convergence under higher information quality.

From a behavioral standpoint, these findings are consistent with (Cornell et al., 2017) and (Bahar Moghaddam & Hossein,
2018), who found that quality financial information reduces emotional distortions and speculative reactions among investors.
The data suggest that when information quality is high, both managers and shareholders base their decisions on factual rather
than affective evaluations. This alignment enhances corporate stability, strategic coherence, and shareholder trust.

Interestingly, the absence of a significant moderating effect for the salience phenomenon implies that cognitive attention
biases are overshadowed by the structural strength of financial reporting. As (Lee & Park, 2022) and (Ramos et al., 2020)
noted, information salience primarily affects decision behavior under ambiguous or fragmented data conditions. In
environments characterized by high information quality, decision-makers exhibit greater rationality, leading to uniform
interpretations despite potential attention disparities. This suggests that improving the integrity and comparability of
financial data can effectively neutralize behavioral biases.

The consistency of this outcome with (Khaleghi Kashbi et al., 2020) underscores the robustness of the conclusion: salience

becomes impactful only when the informational environment is weak or asymmetric. Furthermore, the results corroborate
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the Iranian studies of (Khan Mohammadi Fard et al., 2022; Khan Mohammadi Fard et al., 2021), which emphasized that
informational ambiguity drives divergence, while clarity and accuracy foster alignment. Collectively, the findings demonstrate
that improving financial reporting quality remains the most direct and sustainable path toward synchronizing managerial and
shareholder decisions.

Ethical and institutional factors also reinforce this relationship. (Khalilpour et al., 2019) established that accountants’
ethical commitment significantly improves reporting integrity, while (Bouteska & Mili, 2022) and (Danescu & Stejerean, 2022)
highlighted the mediating role of corporate governance in ensuring accurate disclosure. These frameworks imply that
fostering professional accountability and regulatory enforcement can sustain the observed alignment effects. Similarly, (Hsin
et al.,, 2024) found that information quality diminishes the negative impact of earnings management, confirming that
transparent reporting promotes organizational cohesion and investor confidence.

Overall, this study contributes to behavioral finance literature by showing that high-quality financial information not only
serves as a technical measure of transparency but also as a cognitive equalizer that harmonizes perceptions between
managers and shareholders. By reducing ambiguity, it mitigates interpretative divergence and minimizes opportunistic
decision patterns. In contrast, when financial information is incomplete or distorted, cognitive biases such as salience exert
stronger influence, leading to inconsistent or irrational decisions.

From a theoretical perspective, the results extend agency theory by integrating behavioral components, demonstrating
that structural information integrity and cognitive bias interact dynamically. While financial information quality structurally
governs rational decision-making, attention-driven salience acts as a conditional moderator that becomes influential only
under imperfect information. This synthesis enriches existing models of decision alignment and expands their explanatory
power in emerging markets characterized by informational asymmetries.

Practically, the findings underline that regulators and policymakers should prioritize continuous enhancement of financial
reporting frameworks to strengthen market discipline. Transparent and comparable reporting standards can reduce
speculative decision-making, improve investor protection, and enhance governance efficiency. Companies should also
integrate behavioral insights into their disclosure strategies to ensure that no single data component becomes
disproportionately salient.

In conclusion, this study demonstrates that financial information quality significantly enhances convergence between
managerial and shareholder decisions, while the salience phenomenon does not exert a significant moderating effect. The
results suggest that structural transparency in reporting effectively neutralizes cognitive distortions, ensuring consistent
decision-making across organizational levels. Strengthening the accuracy, timeliness, and comparability of financial
information remains the most effective mechanism for achieving strategic coherence, reducing agency costs, and sustaining

investor confidence in both developed and emerging financial markets.
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