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Abstract

Managers of companies that are faced with considerable agency costs act opportunistically and get engaged in
non-value activities. For this reason, managers tend to abuse any cash surplus created as a result of company
activities. Managers who have a different purpose from shareholders may focus more on companies' growth than
on maximizing shareholders' wealth. As a result, they may use the companies' free cash flow on low-income
projects, which leads to further investment rather than shareholders' profitability. Summing up the previous
studies, the present study tries to evaluate the impact of managing financial constraints and agency costs on
investment efficiency. The present study is an overview and a summary of 11 previously conducted studies in
this area. The databases used in this study include Google Scholar; the scientific database of the Iranian
Academic Center for Education, Culture and Research; and Science Direct. Researchers have investigated the
impact of earnings management on various aspects of managing financial constraints, agency costs, and
investment efficiency in several studies. The results of some of these studies are discussed below. These studies
have shown that there is a relationship between management of financial constraints and investment efficiency,
and there is a relationship between management of financial constraints and agency costs. The only similar study
that dealt with all three variables was the study conducted by Guariglia and Yang in 2016 entitled "A balancing
act: managing financial constraints and agency costs to minimize investment inefficiency in the Chinese
market". Among the previous studies, no study has investigated the impact of managing the financial constraints
and agency costs on the investment efficiency, so there is an evident information gap in this regard. It is
suggested that quantitative studies be conducted in Iran in this respect, because financial statements are
presented in the form of these variables and models in this country.

Keywords: managing financial constraints, agency costs, investment efficiency.
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