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Abstract

Peer effects is a pervasive phenomenon in a business world and several theories have been
proposed to explain that. Since this phenomenon can have different positive or negative
consequences in different domains, therefore, in this paper using information and competition
based theories and Organizational ecology theory and By defining an index called
environmental niche capacity, the relationship between the index and peer influence has been
investigated in banking industry of Iran in order to help to form macro prudential policy to
control peer effects as a systemic risk factor in that industry. The research sample includes
all active banks of Iran from 2002 to 2016 and the models used are linear regression model
based on Manski's approach with unbalanced micro-panel data and two stage least squares
method to estimate peer effects coefficient and linear regression model with time series data
to evaluate relation between peer effects and environmental niche capacity index and also
concentration and uncertainty index. The evidences shows that the correlation of niche index
is significant both during boom and bust, but during recession the coefficient is increased by
approximately 2/1 times, indicating the importance of liquidity management by central bank
to control peer effects systemic factor and crisis formation in the banking system.
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