Agency Theory and Value Congruency

Abstract
Application of agency theory can assist in making sense of the scandals that have
wracked the worlds of business, the church, and education. While there would seem to
be little connection between Enron, the Roman Catholic Church, and Virginia Beach
public schools, agency theory provides a basis for explaining the lack of value
congruency between principals and agents in settings where strong organizational culture
tends to preclude dissension. Bohren’s (1998) model, an application of agency theory to
values alignment, provides a means of understanding the three disparate cases. Agency
theory is not just descriptive in this case, but prescriptive as well. By using Sharma’s
(1997) approach to improving value congruency, principals and agents can enhance value
alignment within organizations. This is a case study that uses an inductive approach to

theory support.
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Three Cases -
° 'Educatioh-al Case: Va Beach School Di.'stri_ct

* Religious Case: The Crisis in the Roman
‘CatholicChurch

° Busmess Case The Enron Debacle



“An’Inductive Appro'ach

. Common threads from each case:
_ Lack of value ahgnment

= Common positional elements_ of value
Incongruence.

— Dissimilarities in participant responses.



Appllcatlon of Agency Theory

o Foundatlon In the economlc V|ew of man
° PnnC|pal agent problem

* Predictive strengths oftheory.: -



Application to Value Congruency
o I"ntr_.oduct'ibn of Boh"ren_.’s (1998) __modélz
— Influence of data asymmetry. |

- = Role of personal ethlcs

Increases the descrlptlve capablllty of agency
< theory.: | |

= Addltlon of normative function.”



Improvmg Value Congruency

. Sharma S (1997) model

-~ Self control
= Communlty Control
_— Bureaucratlc Control

. — Client Contr.ol
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