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Abstract
Organizational citizenship behavior is a highly sought-after outcome. We integrate 
insight from the psychological ownership perspective and agency theory to examine 
how the juxtaposition of informal psychological mechanisms (i.e., ownership feel-
ings toward an organization) and formal and informal governance mechanisms (i.e., 
employee share ownership, agency monitoring, and peer monitoring) influences 
employees’ organizational citizenship behaviors. Our empirical results show that 
psychological ownership has a positive effect on organizational citizenship behavior. 
Contrary to the common belief that informal and formal mechanisms complement 
each other, we find that the positive influence of psychological ownership on organi-
zational citizenship behavior is more pronounced when employee share ownership 
and agency monitoring is low compared to high. Implications for theory and future 
research are discussed.
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1  Introduction

Agency theory suggests that one of the biggest challenges of an organization is to 
forgo employees’ self-interest and motivate them to act in the best interests of the 
organization. It specifically assumes that unless individuals have formal ownership, 
they tend to prioritize their self-interests (Eisenhardt 1989; Jensen and Meckling 
1976). Hence, agency theory predicts that by curbing employees’ self-interested 
behaviors through governance mechanisms, organizations can better achieve their 
goals (Aluchna and Kuszewski 2021; McConville et al. 2016; Alchian and Demsetz 
1972). Some predictions of agency theory, however, have been challenged (Bosse 
and Phillips 2016; Madison et  al. 2017). Proponents of the psychological owner-
ship perspective contradict agency theory by suggesting that ownership feelings in 
organizations and their consequent positive work behaviors can be induced with-
out formal ownership (Zhang et al. 2021; Pierce et al. 2001; Van Dyne and Pierce 
2004; Hernandez 2012). Furthermore, despite their enormous implementation costs, 
governance mechanisms have failed to result in unanimous positive organizational 
outcomes (Loughry and Tosi 2008; Sieger et al. 2013; Pierce and Rodgers 2004). 
In addition, the emphasis of governance mechanisms has predominantly focused on 
curbing employees’ negative behaviors, such that their impact on employees’ posi-
tive behaviors has been undermined.

To better understand the impact of agency mechanisms, scholars have called for 
research integrating agency theory and other perspectives, specifically the psycho-
logical ownership theory (Chi and Han 2008; Sieger et  al. 2013). Although these 
theories focus on similar outcomes (i.e., how to induce employee behaviors aligned 
with organizational goals), their underlying mechanisms are different. For the most 
part, agency theory emphasizes a formal (hard) approach centered on organizational 
interventions that trigger extrinsic motivation (e.g., Bratfisch et  al. 2023). In con-
trast, psychological ownership is geared toward an informal (soft) perspective that 
stimulates employees’ intrinsic motivation to act in the organization’s best interest 
(e.g., Sieger et al. 2013). Instead of being examined in isolation, these theories may 
be juxtaposed because the soft and hard elements underlying these theories coex-
ist in organizations and impact each other (Pesch et  al. 2021; Sieger et  al. 2013; 
LePine et al. 2002; Wagner et al. 2003). To address the shortcomings in the litera-
ture, we integrate these two theories to examine how psychological ownership influ-
ences organizational citizenship behavior and how governance mechanisms, includ-
ing employee share ownership, agency monitoring, and peer monitoring, bound the 
relationship between informal psychological ownership and organizational citizen-
ship behavior? To address these research questions, we propose a set of hypoth-
eses and empirically test them with primary survey data from 324 employees in two 
architectural, engineering, and surveying organizations in the United States.

We make four theoretical contributions: First, by juxtaposing the assumptions 
of psychological ownership and agency theories regarding human motivation and 
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behaviors in organizations, we show how the coexistence of ownership feelings 
and governance mechanisms (employee share ownership, etc.) impacts employees’ 
extra-role behaviors. Although the direct relationship between psychological owner-
ship and organizational citizenship behavior has been studied before (e.g., Zhang 
et al. 2021; O’Driscoll et al. 2006; Vandewalle et al. 1995), our work goes beyond 
by advancing the theory about interventions with formal and informal governance 
mechanisms to induce, maintain, and nurture the relationship between ownership 
feelings and citizenship behaviors (Aluchna and Kuszewski 2021; Wagner et  al. 
2003; Buchko 1993). This further enables us to contribute to the sparse research 
stream that challenges the prevailing assumptions about the effect of extrinsic 
motivators on intrinsic ones by showing that not all extrinsic incentives necessar-
ily reduce the positive impact of intrinsic motivators. Instead, attention should be 
paid to more fine-grained characteristics of extrinsic motivators, such as whether 
they are implemented through formal or informal organizational procedures. Sec-
ond, we contribute to agency theory (Eisenhardt 1989; Jensen and Meckling 1976) 
by moving beyond past research’s common emphasis on how governance mecha-
nisms enhance organizational and financial performance under the assumption of 
minimizing employees’ negative, calculative, and self-serving behaviors (Bratfisch 
et al. 2023; Flammer et al. 2019; Keum 2021; Welbourne et al. 1995). Rather, in this 
study, we literally examine how governance mechanisms induce and impact employ-
ees’ cognitive-affective states and behaviors, not in terms of minimizing negative 
behaviors (past research common assumption) but instead regarding employees’ 
positive and desirable cognitive-affective states and behavioral outcomes. Further-
more, contrary to past organizational governance research that has mainly relied on 
archival data (Daily et al. 2003), our work relies on primary survey data from two 
organizations to provide possible answers to why different governance mechanisms 
may not always bring about the expected outcomes (Basterretxea and Storey 2018); 
hence, increasing the predictive validity of agency theory. Third, we contribute to 
the literature on employee ownership (e.g., Poutsma et al. 2006) by examining its 
dual facets (psychological and formal) together. This sets our work apart from past 
studies that investigate the facets of the same concept, employee ownership, exclu-
sively and in isolation from each other as if they do not exist simultaneously in an 
organization (Buchko 1993; O’Boyle et al. 2016); hence, our work promises results 
with higher rigor and validity. Our findings show that formal and psychological 
ownership coexistence does not create a positive synergistic influence on citizen-
ship behaviors. Fourth, our research contributes to the theory about monitoring as a 
governance mechanism (e.g., Sieger et al. 2013; Wagner et al. 2003) by uncovering 
different types of monitoring, agency (supervisor) monitoring vs. peer monitoring, 
each having different implications for employees’ ownership feelings and extra-role 
behaviors. In doing so, we have examined the under-studied construct of peer moni-
toring as an independent governance mechanism, in contrast to past research that 
had predominantly considered it as the aftermath of employee profit-sharing plans 
and collaborative outcomes in organizations (Core and Guay 2001; Bolduan et al. 
2021). Our findings suggest that peer monitoring may have other unexplored faces 
and that it may not necessarily fit in with other governance mechanisms that are pre-
dominantly preventive in nature.



	 B. Wilhelm et al.

1 3

2 � Theoretical framework

Our theoretical model is summarized in Fig. 1. As we will outline in more detail 
below, we will argue that the relationship between psychological ownership and 
organizational citizenship behavior is moderated by three factors. Specifically, we 
focus on employee share ownership, agency monitoring, and peer monitoring.

2.1 � Agency theory

Agency theory, a dominant paradigm in management theorizing, has been applied 
extensively across various research disciplines, such as organizational behavior 
(e.g., Larkin et al. 2012; Buchko 1993), strategic management (e.g., Shi et al. 2016; 
Perryman and Combs 2012), family business (e.g., Eddleston et al. 2018; Madison 
et al. 2017), and entrepreneurship (e.g., Bratfisch et al. 2023). It examines the rela-
tionship between principals (e.g., owners) and agents (e.g., employees), whereby the 
principal engages the agent to perform certain services and to make decisions on the 
principal’s behalf (Jensen and Meckling 1976; Davis et al. 1997).

According to agency theory, agents are assumed to be self-interested, rational, 
profit-maximizing individuals whose interests are incongruent with those of princi-
pals (Eisenhardt 1989; Jensen and Meckling 1976). As a result, agents’ actions and 
decisions may not be consistent with principals’ desires for long-term profit maxi-
mization and organizational growth. Agents can hide their (undesirable) intentions 
from principals due to information asymmetry. Ex-ante this may lead to adverse 
selection and ex-post to moral hazard (Eisenhardt 1989).

To align principals’ and agents’ interests, principals often use corporate govern-
ance mechanisms, including incentives (e.g., employee share ownership plans) and 
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monitoring (e.g., formal and informal employee job assessments) (Chrisman et al. 
2007; Ang et al. 2000; Nyberg et al. 2010). Research suggests that such mechanisms 
encourage agents to act and make decisions in line with organizational objectives 
because, under such circumstances, their interests will correlate with those of princi-
pals (Eisenhardt 1989; Chrisman et al. 2007; Madison et al. 2017). However, accord-
ing to scholars who have challenged this view, formal governance mechanisms may 
not inherently lead to agents’ behavioral changes (Pierce and Furo 1990), especially 
when these mechanisms intertwine with psychological elements, such as individu-
als’ ownership feelings toward an organization (Pierce et al. 2001).

Prior research suggests that formal mechanisms, in addition to agents’ psycho-
logical states, impact their behaviors (Zhang et al. 2021; Buchko 1993). However, 
because these concepts have mainly been investigated separately, it remains unclear 
if they are effective in combination and whether different formal mechanisms posi-
tively or negatively change the impact of psychological ownership on employees’ 
work behaviors (Liu et al. 2019). In light of these shortcomings in the prevailing lit-
erature, we examine how psychological ownership shapes employees’ organizational 
citizenship behavior toward their organization and how governance mechanisms 
prescribed by agency theory—employee share ownership plans, agency monitoring, 
and peer monitoring—moderate our proposed baseline relationship.

2.2 � The influence of psychological ownership on organizational citizenship 
behavior

Organizational citizenship behavior, defined as “contributions in the workplace that 
go beyond role requirements and contractually rewarded job achievements” (Organ 
and Ryan 1995, p. 775), is a lubricant for “the social machinery of the organiza-
tion” (Podsakoff et al. 1997, p. 263). As a highly sought-after outcome, true organ-
izational effectiveness is achieved when employees willingly engage in extra-role 
behaviors that exceed their formal job descriptions to help the organization achieve 
its goals in response to various contingencies (Motowidlo and Van Scotter 1994). 
Organizational citizenship behavior is especially relevant here because, as a con-
textual performance variable, it demonstrates the extent to which organizations can 
influence employees’ positive behaviors (Organ and Ryan 1995).

In line with prior literature (e.g., Van Dyne and Pierce 2004; Liu and Wang 
2013), we expect that there will be a positive relationship between psychological 
ownership and organizational citizenship behavior. Prior research suggests that own-
ership feelings induce positive emotions in employees by meeting their need for 
belonging, which positively impacts their willingness to contribute to the organiza-
tion beyond their formal roles (Beggan 1992). When employees feel that they belong 
to the organization, they view the organization as an extension of themselves over 
which they can exert control; that is, the organization becomes part of their self-con-
cept and self-identity (Belk 1988). To boost their self-concept, employees who iden-
tify with their organization feel more responsible for the organization and its out-
comes, which encourages them to engage in proactive extra-role behaviors that will 
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elevate the organization’s well-being (Van Dyne and Pierce 2004; Liu and Wang 
2013; Pierce et al. 2001).

Individuals who feel that they own something valuable tend to feel protective and 
proud of the target of their ownership (Vandewalle et al. 1995). Ownership feelings 
trigger protective behaviors in employees not only to maintain the target of owner-
ship but to enhance its future status. Employees with ownership feelings are more 
likely to exhibit voluntary extra-role behaviors that will improve important organi-
zational outcomes, even if this requires them to go above and beyond their formal 
responsibilities (Van Dyne and Pierce 2004).

When employees perceive that they can meet their need for belonging and 
effectance through the organization, they become motivated to give back to the 
organization voluntarily. Although these volitional actions are not necessar-
ily rewarded through formal organizational processes, employees engage in them 
because they perceive that the organization is attentive to and considerate of their 
needs (Dawkins et al. 2017).

Taken together, we expect that psychological ownership positively impacts 
employees’ organizational citizenship behavior through three explanatory mecha-
nisms. First, psychological ownership feelings lead to the satisfaction of the need 
to belong and the nurturing of self-concept. Second, the satisfaction that employ-
ees perceive as a result of meeting their need to belong triggers their reciprocat-
ing behaviors to satisfy the organization’s needs and enhance its outcomes. Third, 
feelings of ownership are associated with strong tendencies and behaviors that will 
protect the target of ownership from harm and boost its image and performance. 
Therefore, we hypothesize that:

Hypothesis 1  Employees’ psychological ownership feelings toward their organiza-
tion are positively related to their organizational citizenship behaviors.

Although the relationship between psychological ownership and organizational 
citizenship behavior has been examined, the findings have been inconsistent. For 
instance, in most studies, a positive relationship has been established between the 
two constructs (e.g., Pierce et  al. 2001; Van Dyne and Pierce 2004), while others 
have not found a significant relationship (Liu et  al. 2012; O’Driscoll et  al. 2006). 
Hence, it is likely that this relationship depends much on boundary conditions. To 
provide more clarity, we examine whether the governance mechanisms prescribed 
by agency theory (employee share ownership, agency monitoring, and peer monitor-
ing) moderate the relationship between psychological ownership and organizational 
citizenship behavior. We discuss each contingency separately below.

2.3 � The moderating effect of employee share ownership

To curb employees’ opportunistic behaviors, organizations implement employee 
share ownership plans, which give equity (shares) to employees to better motivate 
them to work toward organizational goals (Jensen and Meckling 1976; Poutsma 
et al. 2006). While some have found employee share ownership to have a positive 
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impact on employees’ desirable intentions, behaviors, and, ultimately, performance 
(Guery 2015; Whitfield et al. 2017), the results have been inconsistent (Long 1978; 
McCarthy et al. 2010), indicating that in addition to formal ownership, the feelings 
of informal ownership may be at play to impact the desired employee behaviors in 
organizations. So, what happens when psychological ownership and employee share 
ownership coexist in an organization?

Past research regarding the coexistence of intrinsic and extrinsic motivators in 
organizations follows a dualistic logic: According to the proponents of the "dimin-
ishing" view, extrinsic motivators diminish the positive impact of intrinsic motiva-
tors (Grant 2008; Deci 1971). They argue that extrinsic motivators are more tangi-
ble, conspicuous, and noticeable (Kuvaas et  al. 2017); hence, in competition with 
intrinsic motivators, they attract a larger share of employees’ limited attention; there-
fore, intrinsic motivators lose their impact on individuals’ perceptions and behaviors 
at the presence of extrinsic motivators (Lindenberg and Foss 2011; Gagné and Deci 
2005; Sue-Chan and Hempel 2016). On the other hand, the advocates of the newly 
emerged "additive" perspective argue that extrinsic motivators do not always dimin-
ish intrinsic motivators but may actually support and amplify the intrinsic motiva-
tors’ positive impact on desired behaviors (Frey 1997; Osterloh and Frey 2000). This 
line of research builds on the assumption that extrinsic motivators hurt the positive 
impact of intrinsic motivators only when they trigger employees to shift their locus 
of control from internal to external (Deci 1975). Otherwise, employees may per-
ceive extrinsic motivators in ways that strengthen the positive impact of intrinsic 
motivators with which they overlap; for instance, if they perceive the extrinsic moti-
vator to be associated with a positive public image or desirable social goal (Bruni 
et al. 2020; Frey 1997). Therefore, their findings suggest that the diminishing view 
of extrinsic motivators does not apply to all situations in organizations.

Similarly, it is possible to theoretically identify the tracks of both additive and 
diminishing effects of governance mechanisms that are predominantly extrinsically 
motivating on employees’ behaviors. Being a shareholder and an employee could 
enhance employees’ perceptions of their influence and control over the organiza-
tion and its outcomes, leading them to feel like an owner, hence, strengthening the 
relationship between their feelings of psychological ownership and organizational 
citizenship behavior. The motivational power of formal ownership encourages 
employees to see the organization as part of themselves and perceive their interests 
intertwined with that of the organization and other shareholders, hence, feeling a 
higher sense of belonging (Buchko 1993; Van Dyne and Pierce 2004). In addition, 
employee share ownership may convey to employees that their contributions to the 
long-term organization’s success are desired, valued, and recognized (Long 1980).

On the other hand, employee share ownership may neutralize or diminish the pos-
itive outcomes of psychological ownership on organizational citizenship behavior. 
If employees do not associate employee share ownership with increased influence 
and control over the organization, they may consider them ineffective and super-
ficial (Freeman et  al. 2010). Furthermore, employee share ownership may harbor 
perceptions of unfairness if they are not distributed based on objective performance 
and merit criteria (Hansmann 1996). In addition, when granted to employees with 
high psychological ownership, employees’ formal ownership may become redundant 
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(Kuvaas et al. 2017); therefore, diminishing the marginal positive effect of psycho-
logical ownership on organizational citizenship behavior because employees high 
in psychological ownership are already intrinsically motivated to strive for the best 
possible organizational outcomes (Sieger et al. 2013).

In sum, we expect the diminishing effect of employee share ownership to be 
stronger than its additive effect. We reason that between the two competing influ-
ences, the diminishing effect will be more salient to employees because it may bring 
up a comparison of their performance with peers; hence, it harbors perceptions of 
unfair distribution criteria and treatment (Bakan et al. 2004; Bruni et al. 2020; Sen-
gupta et al. 2007). Therefore, it is more reasonable to anticipate the employee share 
ownership plans to weaken the relationship between psychological ownership and 
organizational citizenship behaviors. Hence, we propose that:

Hypothesis 2   Employee share ownership moderates the relationship between 
employee psychological ownership and organizational citizenship behavior. The 
positive influence of psychological ownership on organizational citizenship behav-
ior is stronger when employee share ownership is low compared to high.

2.4 � The moderating effect of agency monitoring

Establishing alignment between managers’ and employees’ interests can be achieved 
through organizational control systems, which seek to coordinate employees’ behav-
iors and organizational goals through incentives and monitoring (Tosi et al. 1997). 
Agency monitoring consists of supervisors observing employees’ behaviors and out-
comes through surveillance, codified policies, and rules to ensure agents’ conform-
ity with organizational goals (Kreutzer et  al. 2016). According to agency theory, 
employees tend to shirk their job responsibilities if their behaviors are left unmoni-
tored (Conlon and Parks 1990). Therefore, in agency monitoring, a formal control 
mechanism, managers monitor employee behaviors and outputs relative to a set of 
agreed-upon policies and procedures that tend to clarify their organizational roles in 
hopes of reducing employees’ shirking behaviors (Pesch et al. 2021; Fong and Tosi 
2007; Alchian and Demsetz 1972).

We expect that the relationship between psychological ownership and organiza-
tional citizenship behavior is contingent on the level of agency monitoring. As an 
extrinsic motivator, agency monitoring is expected to discourage undesirable behav-
iors, making it more likely for an organization to achieve its goals (Chrisman et al. 
2007). It may, however, also diminish the intrinsic motivating effect of psychologi-
cal ownership on citizenship behaviors.

When agency monitoring is enforced, employees perceive their work environ-
ment as more structured with higher formalization, routinization, and more central-
ized decision making (Fredrickson 1986; Ohly et al. 2006). This leaves less latitude 
for employees to act on their sense of psychological ownership to exercise discre-
tion in performing their jobs and exert autonomy over the organization through their 
volitional extra-role behaviors (Maynard et  al. 2012; Sieger et  al. 2013; Deci and 
Ryan 2012). Managerial monitoring encourages employees to focus on supervised 
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tasks, usually reflected in employees’ formal job descriptions (Stanton 2000). This 
discourages employees from engaging in organizational citizenship behavior that 
originates from psychological ownership.

Implementation of agency monitoring infuses distrust in the relationship between 
employees and managers, likely triggering employee resistance and other negative 
attitudes toward the organization (Spitzmüller and Stanton 2006). These negative 
emotions (Liao and Chun 2016) shatter employees’ feelings of psychological owner-
ship and motivate them to disengage from organizational citizenship behaviors.

Monitoring harms employee psychological well-being, including increased stress, 
anxiety, anger, and tension (Hartman 1998; Holman et al. 2002). Employees who are 
constantly monitored experience an ongoing sense of pressure to act based on man-
agers’ expectations (Zhou 2003). This stressful environment encourages conformity 
(Brown 2000) at the cost of discouraging employees from expressing their psycho-
logical ownership through citizenship behaviors.

Overall, we expect low perceived control, diminished sense of trust, and psycho-
logical pressures that employees feel due to agency monitoring systems sabotaging 
the positive emotions associated with psychological ownership and the tendency to 
engage in organizational citizenship behaviors. Thus, we hypothesize that:

Hypothesis 3   Agency monitoring moderates the relationship between employee 
psychological ownership and organizational citizenship behavior. The positive influ-
ence of psychological ownership on organizational citizenship behavior is stronger 
when agency monitoring is low compared to high.

2.5 � The moderating effect of peer monitoring

As an informal control mechanism, peer monitoring aligns the interests of owners 
and employees through social processes that take place among employees (Glover 
and Kim 2021). Employees positioned at the same organizational level notice and 
respond to each other’s task performance (Chrisman et al. 2007), especially when 
working on inter-related and collective organizational goals (Welbourne et al. 1995). 
Peer monitoring can extrinsically motivate employees to refrain from opportunistic 
and shirking behaviors due to the perceived threat of peer sanctions (Li et al. 2017; 
Loughry and Tosi 2008; Welbourne et al. 1995).

Peer monitoring can trigger cognitive dissonance and frustration in employees 
with psychological ownership who feel pressured to focus on those tasks noted 
and monitored by their peers rather than engage in extra-role behaviors that may 
remain unnoticed or even be sanctioned by peers (De Jong et al. 2014). When peer 
monitoring is in place, employees feel escalated pressure to act according to their 
peers’ expectations of appropriate behavior (Feldman 1984; O’Reilly III and Cald-
well 1985; Sewell 1998). Like agency monitoring this creates a stress-infused work-
ing climate that diminishes psychological ownership and encourages employee 
conformity with social and group expectations to gain their peers’ social approval 
(Loughry and Tosi 2008; Aubé et al. 2009).
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Even if we consider the positive connotations of peer monitoring, such as reduced 
information asymmetry because of enhanced transparency (Palanski et  al. 2011; 
Walter et  al. 2021), the reinforcing impact of peer monitoring on employees with 
psychological ownership is unnecessary because the intrinsic motivation from psy-
chological ownership already enhances their likelihood of engaging in organiza-
tional citizenship behaviors. Although we expect only a marginally positive effect 
of psychological ownership on organizational citizenship behavior under high peer 
monitoring, it diminishes relative to the same effect under low peer monitoring; high 
psychological ownership already encourages high organizational citizenship behav-
ior. We expect that under high peer monitoring, the difference in organizational citi-
zenship behavior of employees with low vs. high psychological ownership becomes 
insubstantial. At high levels of peer monitoring, the organizational citizenship 
behavior of employees with low psychological ownership becomes more similar to 
those with high psychological ownership.

In sum, employees’ peer pressure to conform to their work group’s social expec-
tations and norms is likely to discourage them from engaging in extra-role behav-
iors, especially when group norms do not favor such behaviors. Similarly, employees 
with high psychological ownership may feel tremendous psychological and emo-
tional strain if peer monitoring emphasizes formal job-related behaviors, undermin-
ing the exercise of positive discretionary behaviors that other employees may deem 
appropriate for organizational well-being. Accordingly, we hypothesize that:

Hypothesis 4   Peer monitoring moderates the relationship between employee psy-
chological ownership and organizational citizenship behavior. The positive influ-
ence of psychological ownership on organizational citizenship behavior is stronger 
when peer monitoring is low compared to high.

3 � Research method

3.1 � Research design and sample

Our sample includes employees of two organizations in the United States that con-
sented to participate in our study and provided us with access to their employees’ 
email addresses. Both organizations provide professional engineering, architec-
tural, and surveying services to the U.S. domestic construction industry. One firm is 
headquartered in Michigan, while the other is in Virginia. Both firms have multiple 
offices and operate independently of one another. Employees of these organizations 
were allocated company shares upon reaching one year of service while maintain-
ing full-time employment status. The survey instrument was distributed via email 
with a link to an online questionnaire. Over four weeks, 2,026 emails (an invitation 
and three reminders) were sent. Removing the responses with missing data resulted 
in 324 completed surveys (response rate of 16%, which is slightly higher relative 
to other survey research on psychological ownership and agency systems, e.g., 
Sieger et al. 2013). Sixty-two percent of respondents were male; the average age was 
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42.5 years old, and the average tenure was 7.23 years. On average, employees owned 
20% of company shares.

3.2 � Variables

3.2.1 � Dependent variable

3.2.1.1  Organizational citizenship behaviour  We used Lee and Allen’s (2002) 8-item 
scale to measure the extent to which respondents exhibited organizational citizen-
ship behaviors toward their organization. Responses were measured using a 7-point 
Likert-type scale (1 = strongly disagree to 7 = strongly agree). All items of this and 
the other multi-item constructs are displayed in the Appendix.

3.2.2 � Independent variables and moderators

3.2.2.1  Psychological ownership  We used Van Dyne and Pierce’s (2004) 7-item 
scale, which is the measure of choice for psychological ownership (Dawkins et al. 
2017). Responses were measured using a 7-point Likert-type scale (1 = strongly disa-
gree to 7 = strongly agree).

3.2.2.2  Employee share ownership  This scale reflects indirect ownership of com-
pany shares as part of employment benefits (e.g., Poutsma et al. 2006). Employees 
were asked to specify the approximate value (in dollars) of their shares. To establish 
normality and to address original values of zero in the variable, the natural log for the 
variable was taken after 1 was added to the value.

3.2.2.3  Agency monitoring  We used Chrisman and colleagues’ (2007) 5-item scale 
to examine agency monitoring, which measures the extent to which employees are 
assessed through monitoring activities, including supervisors’ observation and regu-
lar assessment of progress toward short and long-term goals. Responses were meas-
ured using a 7-point Likert type scale (1 = strongly disagree to 7 = strongly agree).

3.2.2.4  Peer monitoring  We used Welbourne and colleagues’ (1995) 9-item scale to 
examine the extent to which employees monitored each other’s behaviors and adhered 
to organizational expectations. Responses were measured using a 7-point Likert-type 
scale (1 = strongly disagree to 7 = strongly agree).

3.2.3 � Control variables

We controlled for employees’ age (Basterretxea and Storey 2018), gender, education 
(Hallock et  al. 2004), organizational tenure, and organizational role (Bayo-Mori-
ones and Larraza-Kintana 2009). Gender was a dichotomous variable (1 = male, 
0 = female). Two variables represented the respondent’s role within the com-
pany: (a) executive and (b) non-executive. Education level included five response 
choices: (a) some high school, (b) high school diploma, (c) some college, (d) college 
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graduate, and (e) graduate school. Last, we controlled for the organization mem-
bership because we sampled from two organizations. While both organizations are 
part of the same industry and provide similar services, we still wanted to eliminate 
organizational-level effects on our dependent variable.

4 � Results

Table 1 displays the means, standard deviations, and correlations of the study vari-
ables. We utilize ordinary least square (OLS) analysis in our study, as it is the pre-
ferred tool to test the moderation effect (Aiken and West 1991). The variables were 
entered as a block stepwise in each model, beginning with a control-only model 
(Model 1). The independent variable, the moderators, and the interaction effects 
were entered in the subsequent three steps. Below, we elaborate on these four mod-
els in detail.

To check for common method bias, we conducted Harman’s single-factor test 
(Podsakoff et al. 2003). Common method bias was not a significant concern because 
the one-factor model accounted for only 16% of the variance. In confirmatory factor 
analysis, we allowed the independent, dependent, and moderator variables to load 
onto one method factor, which showed a very poor fit with χ2 = 3444.07 (405) and a 
CFI of 0.498, which supports our conclusion (Podsakoff et al. 2003). Furthermore, 
we need to note that while common method bias may potentially affect mediational 
models, Evans (1985) has shown that common method bias cannot affect modera-
tion models, as we propose in our study, which further mitigates this concern.

Table 2 reports the OLS regression results of the hypothesized relationships. We 
regressed organizational citizenship behavior (the dependent variable) on the control 
variables (Model 1), which explained 14% of the variance in organizational citizen-
ship behavior. Second, we included psychological ownership to measure our main 
effect (Model 2), which significantly increased the explained variance in organiza-
tional citizenship behavior (Adjusted R2 = 0.33). Finally, we entered the moderators 
and the two-way interaction terms (Model 3 and Model 4), with a final adjusted R2 
of 0.40.

As shown in Model 2, we found support for hypothesis 1, given that the main 
effect of psychological ownership is positive and statistically significant (β = 0.47, 
p < 0.001). Regarding hypothesis 2, Model 4 demonstrates that employee share 
ownership moderates the relationship between psychological ownership and organ-
izational citizenship behavior (β = −0.09, p < 0.05). Therefore, our results support 
hypothesis 2. To interpret this moderating effect, we plotted the interaction relation-
ship. As shown in Fig. 2, when employee share ownership increases, the relationship 
between psychological ownership and organizational citizenship behavior becomes 
weaker.

Regarding hypothesis 3, the interaction between psychological ownership and 
agency monitoring is significant (β = −0.11, p < 0.05). Therefore, we found support 
for hypothesis 3. As Fig. 3 shows, when agency monitoring increases, the relation-
ship between employee psychological ownership and organizational citizenship 
behavior becomes weaker. Our results in Table 2 show that peer monitoring does 
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Table 2   Regressions results

Note The dependent variable is organizational citizenship behavior. N = 324. The model uses standard-
ized regression coefficients. †p < 0.1, *p < 0.05, **p < 0.01, ***p < 0.001. + The logarithm of the variable 
has been used

Model 1 Model 2 Model 3 Model 4

Controls
Respondent age .15* .03 .03 .05
Gender .003 −.04 −.05 −.05
Education −.06 −.05 −.01 −.01
Executive role −.33*** −.25*** −.20*** −.19***
Respondent tenure −.006 −.01 −.06 −.05
Org. membership −.07 −.02*** −.05 −.05
Independent Variable
Psych. ownership (P.O.) .47*** .36*** .32***
Moderating Variables
E. share ownership (ESO)+ .09 .07
Agency monitoring (AM) .12* .14**
Peer monitoring (PM) .21*** .22***
Interactions
P.O. x ESO −.09*
PO x AM −.11*
PO x PM −.002
R2 .15 .34 .40 .42
Adjusted R2 .14 .33 .39 .40
R2 change .15 .19 .06 .02
F statistic 9.60*** 92.5*** 10.4*** 3.4*

Fig. 2   Moderating effects of employee share ownership on the relationship between psychological own-
ership and organizational citizenship behavior (H2)
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not moderate the relationship between psychological ownership and organizational 
citizenship behavior (β = −0.002, p = 0.96); hence, we did not find empirical support 
for hypothesis 4.

In further analysis not reported here, we also checked if the moderation was sig-
nificant for the moderators’ low, medium, and high levels (Hayes 2022). Further-
more, as reported above, the confidence interval around the B value for both signifi-
cant moderation hypotheses did not contain zero.

5 � Discussion

The focus of this study has been on integrating insights from psychological owner-
ship and agency theory. We drew on empirical survey data to address the following 
research questions: (1) How does psychological ownership influence organizational 
citizenship behavior, and (2) how do governance mechanisms, including employee 
share ownership, agency monitoring, and peer monitoring, serve as boundary con-
ditions? Our results show that psychological ownership positively affects organiza-
tional citizenship behavior. Contrary to the common belief that informal and formal 
mechanisms complement each other, we find that the positive influence of psycho-
logical ownership on organizational citizenship behavior is more pronounced when 
employee share ownership and agency monitoring is low compared to high. Figure 4 
portrays the summary of the findings of our research model, which we will discuss 
in more detail below.

Fig. 3   Moderating effects of agency monitoring on the relationship between psychological ownership 
and organizational citizenship behavior (H3)
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5.1 � Theoretical contributions

Our study’s findings contribute to the literature on how organizations can motivate 
employees to demonstrate positive extra-role behaviors (Dawkins et al. 2017). One 
well-established path to organizational citizenship behavior is through employees’ 
ownership feelings (Zhang et  al. 2021; O’Driscoll et  al. 2006; Vandewalle et  al. 
1995). What gives credence to our research is that employee ownership feelings 
towards an organization do not exist in a vacuum. Instead, it seems that ownership 
feelings are intertwined with various formal and informal organizational mecha-
nisms that may impact employees’ ownership feelings and subsequent behaviors. 
To add to the complexity, one should also consider that it is challenging for man-
agers to directly gauge and manipulate employees’ cognitive-affective states, such 
as ownership feelings. Instead, managers have more latitude to enforce governance 
mechanisms that may implicitly but adversely impact employees’ ownership feel-
ings. Therefore, an important piece to this puzzle is how governance mechanisms as 
important organizational interventions boost or undesirably compromise the posi-
tive effect of ownership feelings on employees’ extra-role behavior. Compared to 
past research that has studied the impact of the formal and informal mechanisms in 
separate studies (e.g., Sieger et al. 2013; Wagner et al. 2003), our research makes an 
important contribution by examining these mechanisms in the same study. Hence, 
our work adds to the understanding of governance mechanisms’ impact on employee 
behaviors. In addition, despite past research positing that these mechanisms impact 
employee behaviors directly (Hallock et al. 2004; Basterretxea and Storey 2018), we 
have shown that it is reasonable to consider them as boundary conditions that change 
the relationship between employees’ cognitive-affective states and organizational 

Fig. 4   Summary of results
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citizenship behavior (Johns 2006). For instance, our results show that employee 
share ownership does not have a direct impact on organizational citizenship behavior 
but an indirect one by influencing the relationship between employees’ psychologi-
cal ownership and organizational citizenship behavior. Hence, our theorizing cap-
tures organizational reality more accurately because, in essence, these mechanisms 
serve as contextual variables that may provide ground for employees’ psychological 
and behavioral manifestations to unfold (Johns 2006). In this sense, our study`s find-
ings contribute to the broader literature on workplace conditions in organizations 
by showing that the general work environment can have important implications for 
employees’ behaviors. Considering the insights from recent theoretical advance-
ments, such as the sociomaterial perspective (Leonardi 2012; Orlikowski 2007), our 
study emphasizes the ability of ownership feelings to influence organizations not 
only externally (e.g., organizational performance) but also internally. For example, 
collective psychological ownership feelings among many employees might have the 
power to transform organizations into a more open and social conversational envi-
ronment. Such structural conditions, in turn, might enhance identification among 
employees with the organization and, ultimately, facilitate organizational processes 
like information flows and behaviors like collaboration (e.g., Aslam et  al. 2021; 
Bouncken et al. 2021).

Regarding agency theory (Eisenhardt 1989; Jensen and Meckling 1976): This 
perspective posits that governance mechanisms such as employee share ownership 
effectively curb agents’ (employees’) opportunistic and self-interested behaviors 
in organizations. However, it overemphasizes governance mechanisms’ preventive 
impact so that it undermines how these mechanisms impact positive employee states 
and behaviors (Daily et  al. 2003). Surprisingly, from the three governance mech-
anisms examined, we found a positive and statistically significant direct effect of 
agency monitoring and peer monitoring as independent variables on organizational 
citizenship behavior as the dependent variable. Employee share ownership, in turn, 
did not exert a direct statistically significant relationship on organizational citizen-
ship behavior. This implies that governance mechanisms may influence employees’ 
positive extra-role behaviors, but they do not exert this effect consistently. We con-
jure that the relational aspect (i.e., interactive nature, etc.) of agency monitoring and 
peer monitoring may better encourage employees to strive for extra-role behaviors, 
compared to governance mechanisms that are more procedural, such as employee 
share ownership that is consistently applied to employees, usually without regard 
for merit and performance (Hansmann 1996). Our results regarding hypothesis 
2 (i.e., employee share ownership plans’ negative moderation effect) indicate that 
employees’ perceptions of employee share ownership plans and its fair distribution 
may impact how employees’ ownership feelings translate into extra-role behaviors. 
Indeed, per the Employee Retirement Income Security Act in the U.S., organizations 
cannot treat their employees differently in share distribution if an employee share 
ownership plan is used. In this sense, employees who meet the employee ownership 
qualifications join a class of shareholders whereby the method to determine their 
pro-rata share distribution is equal to all the other participants (in proportion to their 
salary, tenure, etc.) irrespective of their merit and individual performance (Kim and 
Ouimet 2014; Beatty 1995). The unfair perceptions that employees may associate 
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with such treatments are likely to weaken identification processes with the organiza-
tion, which would typically translate their ownership feelings into extra-role behav-
iors. The perceived unfairness may also diminish employees’ sense of belonging, 
dwindling their willingness to give back to their organization through organizational 
citizenship behaviors. In addition, employees in share ownership plans are accus-
tomed to being communicated with as an owner, yet they often have no actual mana-
gerial responsibilities or decision-making authority resulting from their share own-
ership; this likely has negative implications for identification processes of employees 
with the organization, and, as a result, cultural skepticism and distrust among 
employees might emerge. Our results regarding hypothesis 3 (i.e., the negative mod-
eration effect of agency monitoring) suggest that agency monitoring may undermine 
ownership feelings’ impact on organizational citizenship behavior because it pro-
jects hierarchy and separation between employees and ownership; hence, infusing a 
lack of internal locus of control (Kuvaas et al. 2017; Gagné and Deci 2005; Pierce 
et al. 2001). It may also trigger employees to question their genuity because own-
ership usually implies that the owners act in the best interests of the organization, 
hence, negating a need to be monitored (Sieger et al. 2013; Wagner et al. 2003).

Lastly, we contribute to agency theory by tapping more profoundly into "moni-
toring" as a governance mechanism by examining agency (supervisor) monitoring 
(Chrisman et al. 2007) and peer monitoring (Welbourne et al. 1995) as independ-
ent constructs. According to our results, peer monitoring does not moderate the 
relationship between psychological ownership and employee organizational citi-
zenship behavior. We can explain this finding from a few perspectives. Comparing 
the findings of hypotheses 2 and 3 with hypothesis 4, we suggest that governance 
mechanisms moderate the relationship between psychological ownership and citi-
zenship behaviors only when these extrinsic motivators are formally implemented 
in the organization through policies, guidelines, and organization procedures. It is 
possible that because peer monitoring mostly occurs through informal mechanisms 
(informal observation, employees’ word of mouth, etc.), it does not possess suffi-
cient power to change the relationship between psychological ownership and organ-
izational citizenship behavior compared to other governance mechanisms that are 
usually implemented through formal mechanisms. Even though peer monitoring has 
been anecdotally proposed as a governance mechanism to stall self-serving behav-
iors due to fears induced by peers’ sanctions (Li et al. 2017; Loughry and Tosi 2008; 
Welbourne et al. 1995), it has another aspect that the other two mechanisms lack: It 
is self-initiated with fewer explicit and extrinsic triggers such as the direct impact 
on employees’ incomes or threat of direct punishment by supervisors; therefore, it 
better lends itself to employee’s interpretations and is more malleable regarding the 
functions that it serves. For instance, it can become a source of self-assessment and 
self-regulation (relative to peers). It can also boost the sense of morale among peers 
because of feedback loops and increased transparency (Mani and Mishra 2020). 
Therefore, when considered as a governance mechanism tool, peer monitoring 
should be analyzed with deeper scrutiny as its preventive capacity may be impacted 
by various roles that it plays in an organization. In addition, the non-significant 
moderation could result from the nature of the employees’ tasks and their level of 
interdependence in our sample organizations. In other words, it is likely that only in 
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organizations with high employee task interdependence does the moderating effect 
of peer monitoring become statistically significant (Bolduan et al. 2021). Finally, it 
is possible to attribute this non-significant relationship to the measurement of the 
peer monitoring construct in this study. For instance, respondents may not feel suffi-
cient normative pressures at the departmental level, where we measured peer moni-
toring; hence, peer monitoring may not change the relationship between employees’ 
ownership feeling and their citizenship behaviors.

By and large, one theoretical dilemma that we have tried to resolve comprises 
the circumstances under which governance mechanisms become less effective in 
the presence of employees’ ownership feelings (Pierce and Furo 1990). One inter-
esting (post-hoc) finding of our research is that at all levels of the two moderators 
(low, medium, and high), employee share ownership and agency monitoring, the 
relationship between psychological ownership and organizational citizenship behav-
ior becomes weaker. Therefore, our findings regarding the weakening effect of 
employee share ownership and agency monitoring contribute to and add credence 
to the ongoing debate (Kuvaas et al. 2017) about the diminishing impact of extrinsic 
motivators on intrinsic ones (Gagné and Deci 2005; Calder and Staw 1975; Porter 
and Lawler 1968; Stajkovic and Luthans 2003). Beyond that, we have contributed 
to the theory by showing that the nature of the governance mechanism, formal vs. 
informal, may impact the relationship between psychological ownership and organi-
zational citizenship behavior. According to our findings, the informal mechanisms 
underlying peer monitoring did not change the main relationship between psycho-
logical ownership and organizational citizenship behavior.

Furthermore, theoretically and empirically, our knowledge about the coexistence 
of (informal) ownership feelings and formal ownership in organizations is underde-
veloped (Pierce et al. 1991; Chi and Han 2008). Contrary to the common assump-
tions about the construct of ownership, the logic of “the more, the better” does not 
apply here. Rather, it is possible that the ownership quality and substance matter 
more than its quantity. It is also possible that to serve effectively, employees should 
genuinely perceive themselves as owners because of share ownership plans to feel 
motivated to go above and beyond their assigned tasks (McConville et al. 2016).

5.2 � Practical contributions

Organizations can use our findings to promote organizational citizenship behav-
ior among their employees. We show that the one-size-fits-all approach to govern-
ance mechanisms is not effective. When designing the organizational architecture 
to encourage pro-organizational behaviors, managers should consider the combin-
ing effect of employees’ psychological ownership and different governance mecha-
nisms. For instance, implementing employee share ownership or agency monitoring 
for employees with high psychological ownership can be ineffective. Furthermore, 
to mitigate the diminishing effect of governance mechanisms on employees’ posi-
tive psychological attributes and extra-role behaviors, organizations may be able to 
frame such mechanisms in ways that align with employees’ sense of belonging, self-
identification with, and control over the organization.
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5.3 � Limitations and future research

Because the survey was conducted in the commercial engineering and construction 
industries in the United States, the generalization of our findings to other industries 
and cultural contexts should be made with caution. We encourage future researchers 
to examine our theoretical model across industries and employees of different cul-
tural backgrounds. The cross-sectional design of this study represents another limi-
tation. Our results suggest that our research model’s variables are related. However, 
albeit the order of our variables was guided by theory, we cannot make causal infer-
ences from our data. Future research can explore these relationships in a longitudi-
nal design (Spector 2019), for example, how participants’ organizational citizenship 
behavior changes with subsequent years of growth in employee share ownership. 
In addition, to further explore our non-significant moderation effect, examining this 
relationship on a narrower referent group (e.g., direct peer or workgroup) may be 
more desirable. Last but not least, the nature of our data may expose our findings 
to single-source bias. Other researchers can examine this relationship by collecting 
data not only from the employees but also from their peers and supervisors (Avolio 
et al. 1991) or by using qualitative methods, such as case studies to gain knowledge 
about the social contexts that underlie human decisions and behaviors (e.g., Riar 
et al. 2022).

There are ample opportunities to examine the role of individual characteristics 
(e.g., gender, skillsets, etc.) in the relationship between different ownership modes, 
governance, and organizational citizenship behavior. Although organizational citi-
zenship behavior is a well-established indicator of extra-role behaviors, alternative 
measures, such as stewardship (Davis et al. 1997), servant leadership (e.g., Green-
leaf 1977), and organizational commitment (e.g., Allen and Meyer 1990), may be 
applied to examine whether they will yield different results. Similarly, it is crucial 
to better understand the negative consequences of psychological ownership (e.g., 
escalation of commitment, etc.) on employees’ positive behaviors (e.g., Pierce et al. 
2009) and how perceived ownership feelings are interpreted by external stakehold-
ers when they notice them, for which a signaling theory might be useful perspective 
(Spence 1973; Tao-Schuchardt et al. 2023).

Last, although some basic ideas of workplace research indirectly resonate in our 
study (as we consider governance systems that shape employees’ work environment 
and ultimately their behavior), we encourage researchers to expand on our theoreti-
cal arguments based on more recent workplace-focused theories, such as the previ-
ously mentioned sociomaterial lens (e.g., Orlikowski 2007). For example, it would 
be interesting to analyze in more detail how the sociomateriality of the interior 
architecture could change old agency relationships in organizations and how shift-
ing sociomaterial assemblages entailed in contemporary organizations influence 
employees feeling, attitudes, and behaviors as well as organizational processes 
(e.g., Bouncken and Aslam 2021). Very little is known about how the workplace 
design as well as the technology structure employed in the organizations can facili-
tate both pro-organizational behavior (as in the focus of our study) or more general 
team or organizational performance. Particularly when focusing on employee-owned 
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companies, such design choices may have different consequences than for non-
employee-owned firms. Accordingly, we encourage more research in this area.

Appendix

Variables, Items

Variable Item text Cronbach’s alpha

Organizational Citizenship behavior I attend functions that are not required but that 
help the organizational image

0.891

I keep up with development in the organization
I defend the organization when other employ-

ees criticize it
I show pride when representing the organiza-

tion in public
I offer ideas to improve the functioning of the 

organization
I express loyalty toward the organization
I take action to protect the organization from 

potential problems
I demonstrate concern about the image of the 

organization
Psychological ownership This is MY organization 0.938

I sense that this organization is OUR company
I feel a very high degree of personal ownership 

for this organization
I sense that this is MY company
This is OUR company
Most of the people that work for this organiza-

tion feel as though they own the company
It is not hard for me to think about this organi-

zation as MINE
Employee Share Ownership Approximate value of your ESOP account: $ 

(U.S. Dollars)
Agency monitoring Personal direct observation by my supervisor? 0.813

Regular assessment of short-term output by my 
supervisor?

Progress toward long-term goals by my super-
visor?

Input from other managers?
Thorough input from subordinates?
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Variable Item text Cronbach’s alpha

Peer monitoring I am aware of the overall performance of other 
employees in my department

0.851

It is easy to notice the employees in my depart-
ment whose performance is outstanding

I always know when a fellow worker is doing a 
below-average job

I notice when someone in my department does 
an extremely good job

Within my department, it is obvious when 
someone does a below-average job

When I notice a fellow employee doing an 
outstanding job, I congratulate that person

When someone is working at an acceptable 
level, I let everyone in the department know 
it

When someone does good work, I let everyone 
in the department know it

If I notice an employee doing a poor job, I let 
that person know right away
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