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Extended Abstract

Introduction

Competition in the product market ultimately leads to an increase in managerial
vigilance in performing value-enhancing activities. As a result, a more optimal
speed of adjustment towards the target capital structure is realized, because it
eliminates recent market competition arising from managerial weakness. Since
extroverted CEQOs desire more social involvement and attention, they are likely to
engage more with company stakeholders and also enhance their company's
reputation. Improved investor awareness leads to more efficient risk sharing,
which lowers the company's cost of equity capital. Due to the tendency of
extroverted CEOs to engage socially and attract attention, they are more likely to
interact with the company's stakeholders and increase their company's reputation.
Therefore, the purpose of this research is to examine the relationship between
competition in the product market, CEO extroversion and the speed of adjustment
of the capital structure in the capital market.

Literature Review

Companies invest more when facing high competition in a growing economy.
Competition in the product market reduces agency costs resulting from
managerial laxity. Even the companies that have a high representation conflict are
forced to provide incentives to managers with the aim of reducing managerial
weakness due to competition in the market. The extraversion of the CEO has a
significant positive effect on the capital structure of the company. In other words,
the more extroverted the CEO is, the higher the use of leverage in the capital
structure. Cost of capital is a key measure used by corporate managers, stock
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analysts, investors, as well as financial and accounting researchers. Cost of capital
is a key measure used by corporate managers, stock analysts, investors, as well as
financial and accounting researchers. The cost of equity capital represents the risk-
adjusted expected rate of return on the company's equity. Traditionally, the
literature uses a variety of firm-specific quantitative characteristics to represent
risk. However, since firms are run by their CEOs, CEO qualitative characteristics,
such as extroversion, may provide incremental insight into firms' risk-taking. The
relationship between CEO extraversion and firms' expected cost of equity capital
is already ambiguous.

Research Methodology

The research method used in this research is a descriptive-correlation type with an
applied approach (in a descriptive correlation type research, the researcher
investigates the relationship between two or more variables). Multivariate
regression and correlation coefficient will be used to test the hypothesis, and R
statistical software will be used for descriptive and inferential statistics to analyze
the collected data. Also, in this research, according to the type of data and
available statistical analysis methods, the "panel data" method is used. Because
for this purpose, the relationship between predicted and estimated variables are
examined from two different aspects. On the one hand, these variables are tested
among different companies and on the other hand, in a 10-year period from 2013
to 2022. The information related to the research literature was provided by
studying scientific library resources, available theses and valid scientific
publications inside and outside the country. For this purpose, 143 companies were
selected. The financial information of the companies admitted to the Tehran Stock
Exchange was extracted from the financial reports of the companies from the
website of the Tehran Stock Exchange and the software of Rahvard Navin
database. In short, in this research, first by applying the library method, the
theoretical foundations related to the research topic have been compiled from
internal and external sources. Then, according to the collected data, the results of
the hypothesis test were reviewed and interpreted and finally generalized to the
entire statistical population.

Results

The results of data analysis using multiple regressions with the panel data
approach at the expected error level of five percent showed that there is no
significant relationship between product market competition and financial
leverage. There is a significant relationship between product market competition
and capital structure adjustment speed. The results of data analysis using multiple
regressions with the panel data approach at the expected error level of five percent
showed that there is a significant relationship between product market competition
and capital structure adjustment speed. Also, CEO extroversion strengthens the
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relationship between product market competition and capital structure adjustment
speed.

Discussion and Conclusion

The results of this research generally showed that competition in the product
market has a significant positive effect on the speed of adjusting the target capital
structure. The target or optimal capital structure is different among companies;
because each company tries to best match its lever selection with its specific
needs. Although quick adjustments to the targeted capital structure are desirable
to maximize the associated benefits, the timing and speed of the adjustment of the
companies in the capital structure is subject to the costs associated with such
adjustment. Additionally, the speed of adjustment may be less than optimal due to
managerial weakness in firms with high agency conflict. However, product
market competition can effectively force managers to reduce their managerial
weakness. If extroverted CEOs are more social, they can improve their companies'
information environment and attract more analysts. Increasing investor awareness
leads to a more appropriate sharing of risk, which, as a result, reduces the cost of
capital of the company's shares. Therefore, the extraversion of the CEO has a
significant positive effect on the capital structure of the company. In other words,
the more extroverted the CEO is, the higher the use of leverage in the capital
structure. The high levels theory emphasizes the importance of CEQ's preferences
and personal characteristics in influencing decision-making parameters in the
organization. In this theory, it is shown that corporate policies around practices
such as corporate investment activities, financial reporting, organizational
structure, and corporate culture are all driven by CEO characteristics. A
company's strategic decisions are defined by the characteristics of its power
actors, among which the CEO is prominent. Therefore, according to this theory,
the characteristics of a CEO, such as the degree of extroversion, can be an
important factor that shapes a company's strategic choices. Among the Big Five
personality traits, extraversion is known to be the most consistent indicator of a
CEO's leadership ability and/or effectiveness. Therefore, it is mostly the first
feature perceived by stakeholders at the start of an interaction. Extroversion is a
characteristic of CEO stereotypes and usually reinforces the idea that extroverted
CEOs are of higher quality than less extroverted CEOs. The results of this
research, in addition to the development of literature related to debt maturity and
the speed of adjustment of capital structure and competition in the product market,
will help all stakeholders and users to determine the extent of companies' attention
to the relationship between competition in the product market and the speed of
adjustment of capital structure evaluate by using Limited Liability and Predation
Models. Also, this relationship is analyzed based on the CEO's personality type
(extroversion). In none of the internal researches, a research about the effect of
extroversion management on the capital structure adjustment speed has been
accepted. In this sense, the current research is innovative in the country.
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Extroversion, a personality trait that expresses assertive behavior, assertive
thinking, and a willingness to engage socially, affects CEQOs' decisions and the
subsequent strategic behavior of firms. In fact, a key theoretical perspective used
to address the role of managerial characteristics on the strategic behaviors of firms
is the high levels theory. Extroverted CEOs tend to be more engaged with their
environment and have a temperament that makes them more positive about
potential opportunities. Extroverted CEOs also recognize positive stimuli quickly
and are more decisive in making decisions. With a greater ability to deal with
multiple stimuli, they are more likely to excel in complex and challenging
environments. Extroverted CEOs tend to be more active or invested in mergers
and acquisitions (M&A) than their peers.
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2.personality scoring linguistic technique
3.Firm size

1.Profitability

2.Tax shield

3.Volatility

4. Tangibility
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5.Liquidity
6.Growth potential
7.Agency cost
8.Inflation
9.Economic growth
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Tabe (2) the result of the flimer test performed to choose the method of ordinary least
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1. Ordinary Least Squares (OLS)
2. Hausman Test
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Table (3) the Hausman test performed to determine the random effects model versus the fixed
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Table (4) estimation of the first model using the panel model method with fixed effects with a
generalized approach
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Table (5) estimation of the second model using the panel model method with fixed effects
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