%

Journal Website

Article history:

Received 21 January 2026
Revised 17 May 2026

Accepted 26 May 2026

Initial Publication 20 August 2026
Final Publication 21 April 2027

Dynamic Management and Business Analysis

Volume 6, Issue 1, pp 1-24

E-ISSN: 3041-8933

Investigating the Effect of Equity Ownership Diversity on Financial
Resource Efficiency Considering the Moderating Role of Agency Costs in
Companies Listed on the Tehran Stock Exchange

Elaheh. Mohammadi Farani*

1 Master of Business Administration (Finance), Department of Business Management, Payame-Noor University, Tehran, Iran

* Corresponding author email address: elahehmohammadifarani@gmail.com

Article Info

ABSTRACT

Avrticle type:
Original Research

How to cite this article:
Mohammadi  Farani, E. (2027).
Investigating the Effect of Equity
Ownership Diversity on Financial
Resource Efficiency Considering the
Moderating Role of Agency Costs in
Companies Listed on the Tehran Stock
Exchange. Dynamic Management and
Business Analysis, 6(1), 1-24.
https://doi.org/10.61838/dmbaj.369

Lo ©ory

© 2027 the author(s). Published by
Knowledge Management Scientific
Association. This is an open access
article under the terms of the Creative
Commons Attribution 4.0
International (CC BY 4.0) License.

Objective: The present study aimed to investigate the effect of equity ownership diversity on
financial resource efficiency considering the moderating role of agency costs in companies listed
on the Tehran Stock Exchange.

Methodology: This study was applied in terms of purpose and descriptive-correlational in nature
using panel data analysis. The statistical population consisted of all companies listed on the Tehran
Stock Exchange during the period 2017-2024, from which 105 companies were selected through
systematic elimination sampling. Research data were collected from audited financial statements,
the CODAL system, and Rahavard Novin software. To test the hypotheses, panel regression models
with fixed effects were employed. Financial resource efficiency was considered the dependent
variable, equity ownership diversity as the independent variable, and agency costs as the
moderating variable. Firm size, leverage, cash holding level, quick ratio, accounts receivable, and
board independence were also included as control variables.

Findings: The findings of the first hypothesis indicated that equity ownership diversity had a
significant negative effect on financial resource efficiency, such that increased governmental
ownership and lower ownership diversity reduced financial resource efficiency (P=0.002). The
second hypothesis further demonstrated that agency costs significantly moderated the relationship
between ownership diversity and financial resource efficiency (P=0.017). In other words, agency
costs weakened the negative impact of governmental ownership on financial resource efficiency.
Moreover, leverage and accounts receivable had significant positive effects, while the quick ratio
showed a significant negative effect on financial resource efficiency. However, board
independence and cash holding level did not exhibit significant effects.

Conclusion: The results revealed that higher concentration of ownership in governmental
shareholders and lower ownership diversity could weaken firms’ financial resource efficiency. In
addition, agency costs significantly influenced the relationship between ownership diversity and
financial efficiency. Therefore, strengthening corporate governance mechanisms, increasing
private shareholder participation, and reducing agency conflicts can improve financial resource
efficiency and optimize resource allocation in listed companies.

Keywords: Equity Ownership Diversity, Financial Resource Efficiency, Agency Costs, Corporate
Governance, Tehran Stock Exchange
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EXTENDED ABSTRACT
Introduction

Financial resource efficiency is considered one of the most important indicators of firms’ ability
to allocate financial resources optimally toward profitable and value-creating projects. Efficient allocation
of financial resources enables firms to improve operational performance, maximize shareholder wealth,
and maintain sustainable competitive advantages in capital markets. Conversely, inefficient investment
decisions, including overinvestment and underinvestment, can lead to resource waste, lower profitability,
and weakened market value (Dolatkhah et al., 2023). In modern corporate finance literature, ownership
structure has emerged as a key determinant of financial resource efficiency because the distribution of
ownership and control shapes managerial behavior, monitoring quality, and corporate decision-making
processes (Claessens et al., 2024). Equity ownership diversity refers to the distribution of ownership among
different groups of shareholders, including governments, institutional investors, private investors, and
family owners. Diverse ownership structures can create stronger monitoring mechanisms, reduce
managerial opportunism, and improve strategic investment decisions (Gompers et al., 2023). However,
concentrated ownership structures, especially those dominated by governments or controlling
shareholders, may intensify agency conflicts and reduce investment efficiency (Grossman & Hart, 2021).

Agency theory provides an important theoretical framework for understanding the relationship
between ownership diversity and financial resource efficiency. According to this theory, the separation of
ownership from management creates conflicts of interest between managers and shareholders, leading
managers to potentially prioritize personal interests over shareholder wealth maximization (Grossman &
Hart, 2021). Such conflicts generate agency costs that can negatively affect firms’ investment decisions
and overall efficiency (Mahmoudabadi & Rajaei, 2025). Therefore, ownership structures capable of
improving monitoring quality and managerial accountability are expected to reduce agency costs and
enhance financial resource efficiency. In emerging economies, especially those with significant
governmental involvement in corporate ownership, the issue becomes even more critical. Government-
dominated ownership structures are often associated with bureaucratic decision-making, political
objectives, and weaker profit incentives, all of which may undermine investment efficiency (Xu et al.,
2019). In contrast, mixed ownership systems involving both governmental and private shareholders may
improve monitoring and promote more efficient resource allocation (Huo et al., 2024).

Previous studies have produced mixed evidence regarding the relationship between ownership
structure and investment efficiency. Some studies reported that institutional ownership and diversified
ownership structures improve monitoring quality and reduce inefficient investments (Mohammadi & Iman
Shoar, 2023). Other studies suggested that concentrated ownership may increase expropriation risks and
reduce transparency (Claessens et al., 2024). Anderson and Reeb found that family ownership could
improve performance due to stronger monitoring incentives (Anderson & Reeb, 2023), whereas other
researchers argued that concentrated ownership may lead to conservative investment behavior and limited
innovation (Xu et al., 2019). Research in Iran has also emphasized the importance of governance
mechanisms, audit quality, earnings quality, and managerial ability in improving financial resource
efficiency (Hosseini & Kashefi Nishabouri, 2024; Safari Gerayli & Ranaei, 2017; Saghafi & Motamedi Fazel,
2022). Furthermore, studies have demonstrated that governance quality, managerial accountability, and



investment opportunities significantly influence firms’ financial performance and investment efficiency
(Al-Gamrh et al., 2025; Skaife & Werner, 2025). Despite the growing literature, limited evidence exists
regarding the simultaneous role of ownership diversity and agency costs in explaining financial resource
efficiency in the Tehran Stock Exchange. Therefore, the present study aimed to investigate the effect of
equity ownership diversity on financial resource efficiency considering the moderating role of agency
costs in companies listed on the Tehran Stock Exchange.

Methods and Materials

The present study was applied in terms of purpose and descriptive-correlational in nature using
panel data analysis. The statistical population included all firms listed on the Tehran Stock Exchange
during the period from 2017 to 2024. Financial institutions, banks, insurance companies, and investment
intermediaries were excluded because of their different financial structures and reporting environments.
After applying systematic elimination criteria, 105 firms were selected as the final research sample.

Data were collected from audited financial statements, annual reports, the CODAL database, and
Rahavard Novin software. Financial resource efficiency was considered the dependent variable.
Ownership diversity was measured based on the proportion of governmental ownership to total shares,
where higher governmental ownership indicated lower ownership diversity. Agency costs were measured
through the ratio of administrative, general, and selling expenses to total assets. Firm size, leverage, cash
holdings, quick ratio, accounts receivable, and board independence were included as control variables.

To test the research hypotheses, panel regression models with fixed effects were estimated using
EViews software. Before estimating the models, several econometric diagnostic tests were conducted,
including Pearson correlation analysis, variance inflation factor (VIF) analysis, Levin-Lin-Chu unit root
tests, Jarque-Bera normality tests, Breusch-Pagan heteroskedasticity tests, Durbin-Watson autocorrelation
tests, Chow tests, and Hausman tests. The results supported the use of fixed-effects panel regression
models with generalized least squares estimation.

Findings

The findings of the first regression model indicated that ownership diversity had a significant
negative relationship with financial resource efficiency. Specifically, the coefficient of governmental
ownership was negative and statistically significant, indicating that higher governmental ownership and
lower ownership diversity reduced firms’ financial resource efficiency. This result suggested that
concentrated governmental ownership structures weakened optimal resource allocation and reduced
investment productivity.

Among the control variables, leverage had a positive and significant effect on financial resource
efficiency, indicating that firms with higher debt levels tended to allocate resources more efficiently,
possibly because of stricter monitoring by creditors and stronger repayment obligations. In contrast, the
quick ratio had a significant negative relationship with financial resource efficiency, implying that
excessive liquidity and idle current assets might reduce productive investments. Accounts receivable
showed a positive and significant effect, suggesting that effective receivables management contributed to
better financial resource allocation. Firm size, cash holdings, and board independence did not demonstrate
statistically significant relationships with financial resource efficiency in the first model.

The results of the second regression model demonstrated that agency costs significantly moderated
the relationship between ownership diversity and financial resource efficiency. The interaction term
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between agency costs and ownership diversity was positive and statistically significant, indicating that
agency costs altered the magnitude of the relationship between ownership diversity and investment
efficiency. Specifically, higher agency costs intensified the negative consequences of concentrated
governmental ownership structures on financial resource efficiency. This finding suggested that firms
experiencing severe agency conflicts were more vulnerable to inefficient investment decisions under
concentrated ownership conditions.

In the second model, leverage again showed a positive and significant relationship with financial
resource efficiency, while the quick ratio remained negatively significant. Accounts receivable and firm
size demonstrated positive and significant effects. However, cash holdings and board independence
remained statistically insignificant. The adjusted coefficient of determination indicated that the regression
models explained a considerable proportion of variations in financial resource efficiency, and the Durbin-
Watson statistics confirmed the absence of serious autocorrelation problems. Overall, the empirical
findings supported both research hypotheses and confirmed that ownership diversity and agency costs
jointly influence firms’ financial resource efficiency.

Discussion and Conclusion

The results of the present study demonstrated that lower ownership diversity, represented by higher
governmental ownership, significantly reduced financial resource efficiency in firms listed on the Tehran
Stock Exchange. This finding indicates that concentrated ownership structures may weaken managerial
flexibility, reduce transparency, and increase politically motivated investment decisions. In such
environments, investment decisions are not always based on economic efficiency and shareholder value
maximization, which can ultimately reduce firms’ ability to allocate resources effectively.

The findings are consistent with agency theory, which argues that concentrated power structures
and weak governance mechanisms increase agency conflicts and managerial opportunism. The results also
align with studies emphasizing the positive role of mixed ownership structures in improving investment
efficiency and governance quality. Diversified ownership structures appear to create stronger monitoring
systems and reduce the dominance of a single shareholder group, thereby improving investment decision-
making processes and reducing inefficient investments.

Another important finding of this study was the significant moderating role of agency costs. The
results indicated that agency conflicts intensify the negative impact of concentrated ownership on financial
resource efficiency. In firms with high agency costs, managers may pursue personal objectives instead of
shareholders’ interests, leading to inefficient allocation of corporate resources. This finding highlights the
importance of governance mechanisms capable of reducing opportunistic managerial behavior and
improving accountability. Effective monitoring structures, transparent reporting systems, and stronger
shareholder oversight can therefore reduce agency conflicts and improve investment efficiency.

The positive effect of leverage on financial resource efficiency suggests that debt financing may
act as a disciplinary mechanism by imposing external monitoring and financial obligations on managers.
Firms with higher leverage may become more cautious in selecting investment projects because of
pressure from creditors and repayment requirements. Conversely, the negative relationship between
liquidity and investment efficiency implies that excessive cash holdings may encourage inefficient
resource allocation and reduce productive investments. The positive effect of accounts receivable indicates



that effective working capital management can strengthen firms’ operational flexibility and improve
financial decision-making quality.

Overall, the study highlights the importance of ownership structure and agency costs in shaping
firms’ financial resource efficiency. Firms with diversified ownership structures and stronger governance
mechanisms are more likely to allocate financial resources efficiently and achieve sustainable financial
performance. The findings also emphasize the need for reducing excessive governmental ownership and
strengthening private sector participation in capital markets. Improving governance quality, enhancing
managerial accountability, and reducing agency conflicts can significantly contribute to more efficient
investment decisions and better corporate performance in emerging markets such as Iran.
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