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Abstract

Objective: Credit rating is important for decisions so it is important to investigate the
factors affecting it. It is expected that effective investment in human resources will lead to
a reduction in the credit risk of companies through an increase in profitability. and as a
result, their credit rating will improve. Inefficient employment of the workforce is costly,
since the amount of labor and wage expenses in comparison with other types of costs in
most firms and manufacturing companies is highly significant. Such inefficiency can reduce
profitability and, consequently, exert an important influence on increasing the firm’s risk
level and decreasing its credit rating. Moreover, inefficient investment in human resources
through increased agency costs due to situational monitoring and the existence of a murky
information environment can lead to a decrease in profitability. Given that lower
profitability may create continuity concerns for the firm and increase the likelihood of
bankruptcy, this factor can ultimately contribute to a decline in the corporate credit rating.
In other words, the main objective of this study is to examine whether inefficient investment
in labor, through its adverse effect on profitability, can lead to a deterioration in a firm’s
credit rating.

Methods: In this research, a sample consisting of 126 companies admitted to the Tehran
Stock Exchange during the period of 2014-2024 was examined. Human capital investment
inefficiency was measured using the method of Jang, Lee, and Weber (2014), and credit
rating was obtained through the emerging market scoring model. The return on equity was
calculated by dividing net profit by the book value of equity. Subsequently, the research
hypotheses were tested using linear regression and the Sobel test with Eviews and Stata
software.
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Results: The results of the research show the negative effect of the inefficiency of
investment in human resources on profitability and positive effect of profitability on credit
rating, and this effect is statistically significant. Based on the results of the study, it can be
concluded that inefficient investment in human resources leads to a decrease in profitability,
on the other hand, low profitability leads to an increase in risk and, as a result, a decrease
in the credit rating of companies, but the mediating effect of profitability in the relationship
between inefficient investment in human resources and credit rating was not confirmed.

Conclusion :The findings of this study indicate that the workforce is a crucial production
factor influencing profitability and serves as a vital element for companies in achieving
competitive advantage. Therefore, it is recommended that company managers exercise
greater diligence during the recruitment process to minimize monitoring and agency costs.
Also, given the inverse relationship between credit rating and profitability, it is
recommended that companies focus on implementing cost control programs to increase
profitability.

Innovation: The novelty of this study lies in the development of an integrated framework
to examine the impact of human capital investment inefficiency on corporate profitability
and credit ratings. This approach not only facilitates the enhancement of organizational
performance regarding human resource utilization but also enriches the credit rating
literature, particularly given the nascent state of rating agencies in the Iranian context.
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Figure 1. Conceptual Model of the Study.
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Table 2 — Scores Assigned to Credit Ratings
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Table 3 - Descriptive Statistics of Variables
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Table 4 - Unit root test results
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Table 5 - Correlation coefficients of variables

B s> 0330 03151 ¢! K3 LR solesl as, Sk sl e
ol=-lo 23 M 4l
plew Sl S
) solzel as,
\ /Y N w1,

Sl o
\ SYARN /YVA Ay
| —/vAD — /Y — /Y oA




Y O s 5 olils (hames Sl bl 5 G b 21,8
\ —/YOV AYas /++Q ARIA oIl
\ /YA —+/+4b ALD — /"M A plew Olloo 352 o330

o F Sodld So8 £gi (qw) g

ssbtea O8L Es s 03T 51 Laesls g5 ol o2 S Ail oo oS 5 g5 5 sl ool glaesls

oslatul Bolal b Cull Ol 31 i Cgm pasld 03T 5 2adli 5 o sbl (slaesls [ogy o el

J:JLAMJSwd‘jglfb.ul}jg}n‘ﬂ’o‘)u]{dw‘c(?)a)&)écju\.ﬁcﬁbmb}:bCM‘G.LJ

dr 5 b pman 350 35 SRR Sleesls 03 g (Rl (e Osa5T e 8l b ces 10 )

il o ol 3T gyl adde 100 sl Ao 55 0 1 2087 camsla 0503 T o leT ozt a1 4y

ol g Qlfli o9y g}oﬂ' W -1,
Table 6- Results of the Breusch-Pagan and Hausman Tests
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Table 7 - Results of the Adjusted Wald Test
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Table 8 - Autocorrelation test results
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Table 9 - Results on the Effect of Increased Investment Inefficiency in Human Capital on Credit

Rating
S lskas el to,LT 5l glas g sk la ice
/Y AR FANED A\ N wlew o156
$ME
e AAYY RN YV Growth )
“/AR0 CAYE YV /+YY Lev S el
IAQY — ATV /+FA —i/on8 Size S 5 ol
e Ve /5 L[+ Y NS AR(1)
es o FA oy Wiizgs £/+VA C RV
f-statistic Y/
Prob (f-statistic) e
Durbin-Watson 1/4)
Adjusted R-squared JIANY
e slaasl

Plaw Ollo Ggi> 003l » Sl (598 216 W50

S ol e GG o el pite Lo 8 5 L5 55 Cob L oS ylad n e a3 p5 403

43\)1(\~)U\i}):o}»}-\':\ﬁ:}.;)b:ﬁjé)bm@\)rwobud}ba:jl{j@u‘é‘gﬁjs

Ol oo il oo =+ /YN Ll SLail 6,0 53 oI ale o156 o o ST 4 4 5 b ool 0

35ms o sSan alaly Sl 65,5 55 I8 by LIS plew Ollio G2 035k o b 8 ams

GolT 5 51 50 ) 8 8t Ol 5 oo ol 208" o530 10T o,leT Jlaz| 4l o 55 b 5 5,0

C%dbué}b oJ)LLfAKMfwGw‘éjﬂjb‘)lsbd)k\fﬁuﬁcéjuﬂC,.w‘)‘b\..;u

'JJJ?LSA



\F 0 c(?) k5-’-L~J« c(=}.> e)La.:b c(ajb JLw c‘_;‘lfj& 6)‘.1\:»‘\.3_}‘_,;\/: Yy
plaw Ololo gz 083l p Sl (89 w5 30 GIIF 4oy 26 213 Wb b -+ o)l
Table 10 - Results on the Effect of Increased Investment Inefficiency in Human Capital on
Shareholders’ Equity Return
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Table 11- Results on the Effect of Shareholders’ Equity Return on Credit Rating
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Table 12 - Results of the Sobel Test
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