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Abstract 

 
The aim of the current study is to investigate the factors affecting the companies’ ownership 
structure and the effect of financial health and flexibility on these factors. The statistical technique 
used to test the hypothesis proposed in this research is panel data. R software used to test the 
hypotheses. The statistical sample consists of 786 observations in 8 industries as automotive 
industry, chemical, rubber and plastics, pharmaceuticals, cement-lime plaster, food except sugar, 
basic metals and machinery over the years 2009-2014. The findings show that a positive 

interrelation exists between the management share, percentage of institutional owners, rate of 
return and percent of company growth, and the company's financial flexibility strengthens the 
relationship between the percentage of institutional owners’ share and managers’ share. 

 
Keywords: Ownership Structure, Debt Policy, Institutional Ownership 

 

 

1. INTRODUCTION  
 
Over the time, the human being chose the collective 
life rather than living in the caves or individual life 
based on rational considerations, and human 
societies were formed. Furthermore, he found 
companies as an appropriate format for performing 
the economic activities in order to reduce the costs 
and the number of trading, and then established the 
corporations for doing the great activities. According 
to Jensen and Meckling’s agency theory (1976), due to 
the separation of ownership from management, the 
conflict of interest between the manager and owner 
would be inevitable because of seeking to maximize 
their own interests. Due to such conflict of interests, 
the owners should incur some expenses in order to 
align the representative's interests with themselves 
(Zahirul, 2010). According to Jensen and Meckling 
(1976), if there are conflicts of interest, managers due 
to the accessibility to the sources, and shareholders 
due to being remote from the control need 
mechanisms for the reduction of costs. One way of 
reducing the agency costs is using an appropriate 
ownership structure considered as one of the 
effective mechanisms of corporate governance for 
minimizing the costs associated with the separation 
of management and ownership. The evidence shows 
that due to the alignment of director and 
shareholder's objectives, the agency costs have been 
reduced in companies with high management 
ownership share (Frankfurter et al., 2003; Jensen and 
Meckling, 1976; Fazlzadeh et al., 1999). On the other 
hand, transferring the shares to the board of directors 
may lead to the trench management costs.  

Different goals between investors, managers, 
and board members would create some problems for 

companies, and the researches on the structure of 
ownership in order to find a way to control the 
companies by investors can reduce these problems. 
In this study, we aim to identify the variables 
affecting the ownership of manager. 
 

2. THEORETICAL ISSUES AND RELATED 
LITERATURE  
 

2.1. Corporate governance mechanisms 
 
The theoretical principles of corporate governance 
include 6 different mechanisms in order to control 
the agency costs:  

Ownership structure (Jensen and Meckling, 1976; 
Schiffer and Vishny, 1986) 

Capital structure (Jensen, 1986)  

Board structure (Jensen, 1986)  

Managerial salary and compensation (Jensen and 
Murphy, 1990)  

Competition in product market (Hart, 1983)  

Integration of companies (Fama and Jensen, 
1983) and (Jensen and Warner, 1988)  

Though the theoretical analysis of corporate 
governance studies the mutual control mechanisms, 
the empirical literature highlights the role of this 
mutual relational mechanism and considers the 
corporate value as an outcome of these mechanisms. 
Since the major stockholding has been common 
throughout the world (except for the United States 
and the Scandinavian countries), this research 
indicates that the major stockholders' motivation and 
abilities to collect information and precise 
management control would reduce the agency costs 
(Kumar, 2003). 


