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Abstract 
Based on the theoretical concept of agency, the ownership structure has an important role in 
controlling the opportunistic behavior of the managers. This study shows how the different types of 
ownership structures such as organizational ownership, managerial ownership, balance the relations 
between the free cash flow and the optimal use of assets. The samples of this study were 101 
companies accepted in the stock market and bond securities of Tehran during 2006-2012. the results 
of the mixed regression analysis showed a significant and negative linear relation between the free 
cash flow and optimal use of assets. Results also show that the organizational ownership or 
managerial ownership can balance the relation between the free cash flows and optimal use of assets, 
in other words organizational or managerial ownership may result in more efficiency in using of the 
assets. Other studies show that the organizational or managerial ownership at the overall level of 
industries and separately, have an impact on the relations between the free cash flow and optimal use 
of assets. 
 
Keywords: free cash flows, optimal use of assets, ownership structure, organizational ownership, 
managerial ownership 
 
Level of discussion 
 
The shareholders of each company consist of individuals or institutes with different interests, goals, 
investment ambitions and capacities. Some ownership structures allow some shareholders to 
intervene in the management area in a non-proportionate way with the ownership they may possess in 
the company. This is one of the factors that may influence negatively the function of a company. 
(Jensen et al, 1976). 
Some ownership structures cause problems in the company by dividing a considerable amount of 
interest. Since the distribution of a noticeable amount of shares' interest makes the manager to 
provide enough cash amount for the payment of interests, and thus the amount of cash would 
decrease in the company. This fact causes the decline of the manager's capacity in using the resources 
of the company in profitable investment projects. (jahankhani et al, 2005). 
At the moment the companies' liquidity condition is not in a proper state and most Iranian companies 
as a cause of inflammation in the country prefer to change their cash amounts into other assets and 
this fact causes the companies to be frustrated at the time of debts maturity and also the payment of 
shares' interest, and bring loss to the company's credibility. Experience has shown this issue is one of 
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the main reasons of the emergence of contradiction between the ownership and management in 
companies. (roodposhti, kiani, 2008). 
The possibility of bankruptcy exists even for companies with an ownership structure with a negative 
attitude towards management. Management deals with assets and debts which should be managed for 
the purpose of maximizing the wealth of shareholders through means of planning and proper use. 
(rahman, nasr, 2007). 
Owners have the power and motivation to control the use of assets. Shareholders control the 
opportunistic behaviors of managers by balancing the relations between the free cash flow and 
optimal use of assets. The optimal use of assets can increase the value of the company while improper 
use (inefficient use) will decrease its value. The free flow of cash can stimulate motivations in 
managers to use the available free cash amounts for activities that may potentially increase the value 
of the company. (jensen, 1986). 
Sometimes the managers are placed in situations that their decisions are not for the benefit of the 
shareholders and are instead inclined to investing the free cash flow in projects which pursue personal 
goals through following the proper planning procedures and neglecting the current negative value of 
projects. (kim et al, 2005). 
Some investment activities, in average, may induce reversions that are less than the investment 
expenses. In this case, the free cash flow will increase the non-employment of assets. Since managers 
invest the free flow of cash in non-profitable projects that would fulfill their own personal interests. 
Thus, the factors which may influence the functionality of the company must be properly detected 
and paid attention to. (jensen, 1986). 
During the last 30 years various cases of contradiction of interests between groups and the ways 
companies might confront with these contradictions have been discussed by economists. These 
instances are generally referred to as the theory of agency in management accounting courses. In the 
agency theory the goal of owners is to maximize wealth, therefore for reaching to this purpose, they 
will supervise the agency's functions and evaluate its efficiency. (jensen et al, 1976). 
In the presence of the agency issues which stems from the data asymmetry between managers and 
owners, managers, instead of distributing the available amounts among shareholders, are interested in 
keeping the cash in the company for their own personal interests and with the costs imposed on 
shareholders. This fact causes the market to react negatively to maintaining residual cashes which 
have gained a constant form due to the agency issues, and thus fine the company by decreasing the 
outcomes of the shares. (lee, 2011). 
Cash amount as one of the most important components of capital has always been attended by 
managers and shareholders as well. The maintaining of the cash amount in company may bring about 
some problems such as the potential increase of improper investments due to the agency issues 
despite having advantages such as the ability of making business contracts, ability of confronting the 
unexpected events, flexibility in providing financial sources through internal sources, and avoiding 
the loss of investment opportunities in case of confinements in external financial sponsoring. (bium, 
2004). 
In the present study, the ownership structure, free cash flow and use of operational assets are the 
research variables, and the investigation of the impact of ownership structure on the relation between 
the free cash flow and use of assets is the main goal of the study. Since the free flow of cash is a 
criterion for measuring the functionality of companies, it holds an important place and allows the 
companies seek opportunities that may increase its value. Therefore, in the present study we aim to 
respond to the question that what kind of relation exists between the ownership structure and the free 
flow of cash and the optimal use of assets in the sample companies of the research? 
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Significance of the subject of the study 
 
1- the administration of the policies of act 44 of the constitution and handing over some companies to 
semi-governmental institutes and organizations have caused the increase of the intervention of such 
owners in the issues of handling and managing the companies, this issue implies the importance of 
attending to ownership structure, use of cash amounts and optimal use of the assets. The results of the 
study can provide some guidelines for managers and shareholders of the sample companies of the 
study. 
2- the decrease of the govern ship duty of the government and the increase of its administrative duty 
causes the development of the private sector and the activities of the stock market of Tehran. It is 
required that these concepts be tested in Iran so that companies will be able to employ useful 
guidelines in optimizing their functionality. 
3- the liquidity condition of companies is at an improper state at the moment, and most of the Iranian 
companies, as a result of the inflammation prevalent in the country, prefer to change their cash 
amounts into other assets and this fact, in case of improper management, can cause the companies' 
frustration at times of debts maturity and payment of shares' interest and thus can bring loss to the 
company's credibility. The results of the study can provide guidelines for the shareholders of the 
companies in the sample of the study.  
4-  In the presence of the agency issues, managers, instead of distributing the available amounts 
among shareholders, are interested in keeping the cash in the company for their own personal 
interests and with the costs imposed on shareholders. This fact causes the market to react negatively 
to maintaining residual cashes, and thus fine the company by decreasing the outcomes of the shares. 
The results of the study can provide guidelines for the shareholders of the companies in the sample of 
the study. 
5- most of the previous studies on ownership structure have focused on its relation with the 
company's profitability. However, empirical studies show the existence of other factors such as the 
mixture of assets and debts, remaining liquidity, flow of cash amounts, the way and amount of 
financial supplying and the way and amount of using operational assets, which are all under the 
influence of ownership structure. In the economic environment of our country which from one hand 
the capital market is in its early stages of development, and from the other hand based on the 
employment of the policies of act 44 of the constitution, studying the relation between the ownership 
structure and flow of cash amounts and use of operational assets holds an important place. Regarding 
the significance of this subject and considering the fact that this subject has not been much studied in 
our country, the present study is determined to find the relation between ownership structure and flow 
of cash amount and use of operational assets in the accepted companies of the Tehran stock market, 
based on the researches done in other countries.  
 
Literature review 
 
Related studies overseas 
Chen et al (2009) studied the impact of agency costs induced from the free cash flow on the capital 
costs of companies. Results showed that companies with main and influencing shareholders have less 
agency costs induced by free flow of cash, and thus have lower capital costs; therefore their power in 
controlling the free flow of cash is stronger. They introduced the free cash flow as an indice which 
indicate the potential risk of managers' overinvestment. 
Hoajonxy (2007) by studying 273 Chinese companies with private and state ownership found that 
there is a non-linear relation between interest management and ownership structure. In a way that 
companies with private ownership tend to maximize their accounting's interest. On the other hand, the 
pursuing of personal interests by main owners or in other words, the impact of ownership 
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concentration on interest management in the companies with private ownership, is less than 
companies with government ownership. 
Mioler and Spitz (2006) analyzed the relation between managerial ownership (which consists of 
maintenance of shares by the family members of the management board) and the function of the small 
and medium German private companies, with increasing the motivational hypothesises. In their study 
they used a sample consisting of 356 companies active in the services faculty which are associated 
with business during 1997-2000. The findings of that research showed the function of the companies 
with high percentage of managerial ownership higher than 40% was on improvement. 
Tsay and Goo (2007) studied the relation between organizational ownership and the company's 
function in casino industry during 1999-2003. Organizational ownership equals the maintained shares 
percentage by government companies from the total shares of capital and these companies include 
insurance companies, financial institutes, banks, state companies and other government sectors. They 
found that organizational investment in casinos may help the investors of this industry to decrease the 
agency issues resulted by the segregation of ownership and management. 
Richardson (2006) found in a study that investment more than the optimal rate is higher in companies 
with high levels of free flows of cash. Amongst the sample studied by him the companies, during the 
years of 1998-2002, overinvested averagely 20% of their free cash flows. Also, while investigating 
the relation between the structure of leading system and overinvestment of free cash flows, he found 
some strategies of the company's leading system cause decrease in non-optimal overinvestment. 
Chang, Firth and Kim (2005), in a study with the aim of investigating the relation between the free 
flows of cash and interest management in companies, found that companies with smaller growth rates 
and higher free cash flows, for decreasing the negative impact of investing free cash flows in projects 
with currently net negative value, proceed to use optional commitment items for increasing the 
company's profit. They also found that the external supervision by 6 main accounting institutes and 
organizational investors decreases the relation between free cash flows and use of optional 
commitment items in interest management. 
 
Related studies in the country 
Mohammad Mohammadian (2011) studied the quality of accounting data, overinvestment and free 
cash flow in the accepted companies in the stock market of Tehran between 2001 and 2010. the 
findings showed that the more the quality of accounting data of the companies, the lower will be the 
issue of overinvestment , and this relation may occur mostly in companies with high free cash flows, 
and the impact of decrease of overinvestment through the quality of accounting data in these 
companies is more evident. 
Rohollah gheitasi and Mirsajad Masjed Mousavi (2010) studied the relation between the company's 
free cash flow and the shareholder's free cash flow with the stock market value in companies accepted 
in the stock market of Tehran. Results showed that at the level of total companies, there is no 
significant relation between the company's free cash flow and the share's prices with 5% error 
possibility. This conclusion is true for different levels of industries, except the non-metal mineral 
industries a significant relation with r=38% was found. Also, there is a significant relation between 
the shareholders' free cash flow and shares' prices with r=44% at 5% error possibility at the level of 
total companies, and this result can only be confirmed in the automobile industry and manufacture of 
non-metal pieces and industries. 
Hasa Yeganeh, Moradi and Eskandar (2008) studied the relation between organizational investors and 
company value in a research on companies accepted in the stock market of Tehran during 1997-2004. 
The findings indicated a positive relation between the organizational investors and company's value. 
They interpreted the findings as the organizational investors, considering the motivation that they 
have for improving the function of the companies prone to absorb capital, perform efficient 
supervision on them and persuade the managers of these companies to make optimal decisions and 
thus promote the company's functionality.  
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Namazi, Rahman Seresht and Mazloumi (2005) studied the relation between the managerial function 
of investors and the ownership share of these institutes in the accepted companies of the stock market 
of Tehran. In this study they investigated the role of the company investors and posed the question 
whether the organizations' ownership structure is able to justify their different functions or not? The 
findings showed that different owner and actual or virtual groups do not possess the same strength 
and convergence in influencing the company's functionality, and overall, differences in the ownership 
structure of companies has only been able to explain some part of the fluctuations in companies' 
functions. 
 
Research methodology 
 
Overall the main method of the research is as following: 
 This research has a practical goal as a result of use of the existing model and theories. 
As a result of employment of a random sample and generalization of the results to the whole society, 
from the inductive point of view, it is descriptive/analytical. 
The design of the study is post doc since for collecting the data, the previous information of the 
companies have been gathered and used. 
 
Statistical society 
 
The statistical society of this research consists of all the companies accepted in the stock market of 
Tehran, and the related hypothesises will be studied and tested in relation with this statistical society. 
As for the wideness and bulk of the statistical society and some non-conformities among the members 
of the society, the following conditions were implemented for the selection of the statistical sample: 
 
1- accepted prior to 2007 and remaining active until 2012 in the stock market of Tehran. 
2- some accepted companies in the stock market such as banks, financial institutes, financial 
investment companies, financial intermediaries and holding companies which possess a different 
reportage structure were omitted from the study. 
3- the end of the financial year was determined to be 29th February. 
4- companies should not have a noticeable contract interval during the period of study. 
5- companies should not have changes in their end of financial year during the period of the study. 
 
Regarding the confinements and limitations made for the sample, 101 companies were finally 
selected randomly from the statistical society. 
 
Data collection methods 
 
The data collection method in this research was a library method as the following: 
 
Required data from foreign and domestic researches and articles 
Internet sources 
The library of the securities organization of stock market 
Financial reports of stock companies 
The data and input from "Rahavarde Novin" software 
A part of the data was extracted from the invoices and financial reportage of the companies subject to 
the study 
 
Data collection instruments 
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There are 4 main instruments for collecting data which based on the specific applications for certain 
different studies, are in the forms of investigation of documents, witnesses, interviews and 
questionnaires. The instruments in the present study are as the following: 
 
Data found by investigation of the existing documents at the library of the stock market of Tehran 
Financial invoices and reports of companies' accountings 
The comprehensive data bank of companies available at the internet portal of the organization of the 
stock market of Tehran 
Excel (software) 
 
The research model and variables 
 
The model of ownership structure and free cash flow with optimal use of assets is as the following: 
 
ASSET − 	UT = f (INS  t ; MO  t ; FCF t ; ε) 

f (INS  t ; MO  t ; FCF t ; ε) = b + b1 INS t+ b2 MO  t + b3 FCF t + ε  

f(x) = ASSET_UT  

 
 
Dependent variables 
 
Optimal use of assets as a dependent variable (Asset-UT) 
The present study measures the use of assets by dividing total sales from the total assets. Since the 
sale rate related to each period has a high degree of relatedness and objectivity within that period, the 
use of this criterion can be more useful. 
 
 

asset_ut =
sale

asset 
 
 
 
Independent variables 
 
Free cash flow (FCF) 
 
In the present study the Lan and Poulson models for measuring the free cash flows of business unit 
was used. Based on this model, the free cash flows is calculated by the operational interest prior to 
depreciation and of subtraction of the total debts plus interest costs and the divided paid interest, and 
is standardized by diving into the total assets, the following equation illustrates this: 
 
FCF = (INC – TAX – INTEXP – PSDIV – CSDIV) / ASSET 
 
FCF: free cash flow 
INC: operational interest prior to depreciation costs subtraction 
TAX: tax on income 
PSDIV: paid interest to prominent shareholders 
CSDIV: paid interest to normal shareholders 
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Balancing variables 
 
Ownership structure (OS) 
In the present study the ownership structure is an independent variable, which is studied considering 
the type of ownership (organizational, managerial). 
Institutional (organizational) ownership (INS) 
Equals the percentage of maintained shares from the total capital shares by government and public 
companies 
 
Managerial ownership (MO): 
Indicates the percentage of maintained shares from the total capital by the members of the 
management board 
  
 
Controlling variables: 
 
Size (of the company) 
 
One of the internal factors of the companies which affect the company's financial structure and 
profitability is the size of the company, which in this study will be calculated by the assets logarithm 
 
The financial pyramid ratio (LEV) 
 
The financial pyramid shows how much the company relies on the financial providing through 
making debts (loaning) instead of capital augmentation. Pyramid ratios are considered as tools for 
determining the amount of the company's inability (negligence) in fulfilling the commitments related 
to its debts. This ratio is calculated as following: 
 

LEV = 	
liability	 ,

asset	 ,
 

 
 
 
Revert of assets (ROA) 
The most prevalent ratio for calculating the profitability of assets which is measured as following: 
 
 
Type of the industry (IND) 
In this study hypothesizes will be tasted taking the industries into account as well, in order to 
determine whether the type of industry is influencing the variables or not? 
 
 
Relations between the variables 
 
For specifying the relation between the free cash flow and use of assets and the balancing impact of 
different types of ownership structures, the model designed by Takia et al (2012) was employed: 
 
Model 1 for testing the first main hypothesis 
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ASSET- UT=α0 +α1 SIZE+α2 DEBT+α3 ROA+α4 FCF+eit 
 
Model 2 for testing the second main hypothesis 
 
ASSET- UT= α0 +α1 IND+α2 SIZE+α3 DEBT+α4 ROA+α5 FCF+α6 OS+α7 (FCF*OS) 
 
Model 3 for testing the first subsidiary hypothesis 
ASSET- UT=α0+α1 SIZE+α2 DEBT+α3 ROA+α4 FCF+α5 INS+α6 (FCF*INS)+eit 
 
Model 4 for testing the second subsidiary hypothesis 
 
ASSET- UT=α0+α1 IND+ α2SIZE+ α3DEBT+ α4 ROA+ α5FCF+ α6 mo+ α7 (FCF*mo)+eit 
 
Asset-U: asset use 
IND: type of industry 
OS: ownership structure 
Size: size of the company 
MO: managerial ownership 
ROA: revert of assets 
Debt: pyramid (ratio) of total debts to total assets 
FCF: free cash flow 
 
The generalized Dicki Foller test for viability of the variables 
 
Prior to conducting the regression model on the data, it is necessary that the viability of the variables 
be tested, since in case variables are not viable, the problem of false regression will occur. For 
investigating the viability of the variables in this study, the Hadri test was used for the mixed data. 
The null hypothesis in this study is based on the unit root or in other words, the non-viability of the 
variables. If the value of P is lower than 0.05, the null hypothesis will be rejected and variables are 
viable, the results related to this test are shown below: 
 
Table 2. Results of the data viability test 
 
 

variable p-value 

ASSET_UT 0.000 

FCF 
0.000 

INS 
0.003 

MAO 
0.005 

SIZE 0.000 
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F-limer and Husman test 
 
The F test and the Husman test were used respectively for the equality of the ratios of width from 
norm at different stages, and explanation of the stable effects and random effects model. The results 
of these tests are shown in tables 3 and 4. 
The null hypothesis is rejected (p-value<0.05) and the board model data will be confirmed. The null 
hypothesis and the contrast hypothesis for the F-limer test are as following: 
Ho: the mixed data method 
H1: the board data model 
 
 
Table 3. F-limer test 
 
                                

 
 
 
Based on the p-value obtained from Husman test which equals 0.4773, the null hypothesis in Husman 
test will be approved and thus the random effects method will be confirmed. 
 
The null and contrast hypothesis for Husman test are as following: 
 
H0: random effect method 
H1: stable effect method 
 
Table 4. Husman test 
 
 
 
 
 
 
 
The analysis of the hypothesizes 
 
 
 
 
 
 
 
 
 

ROA 0.000 

DEBT 0.001 

F-limer statistic p-value 
4.436637 0.0000 

Husman statistic p-value 
3.504031 0.4773 
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Table 5. Results of the analysis of the data for testing the first main hypothesis 
 
 
 

 

 

 

 

 

 

 
 
 
 
Regarding the results of the testing of regression model as in table 5, it is seen that the p-value related 
to the F-statistic (probe) which indicates the significance of the total act of regression, is equal to 
0.000, thereby showing that the model is significant at the level of 95%. The balanced R2 is 0.37 and 
indicates that almost 0.74% of the changes in the dependent variable are to be explained by the 
independent variables of the model. 
As it is seen in table 5, the ratio of the independent variable of free cash flow is -0.016 and its 
significance (probe) is 0.000. Based on the t-statistic and p-value of this variable, results show the 
significance of this ratio at 5% level of error. These findings show that there is a significant negative 
relation between the free cash flow and use of assets in the accepted companies of the stock market of 
Tehran, therefore the H1, the first main hypothesis of the study will be confirmed. 
 
Table 6. Results of analysis of the data for testing the first subsidiary hypothesis 
 
 

variable ratio Standard 
deviation t-statistic p-value 

C 1.83241 0.313649 5.842229 0.000 
SIZE -0.170125 0.050023 -3.40095 0.0007 
DEBT 0.001654 0.000829 1.996107 0.0466 
ROA 0.000153 0.000238 0.64276 0.5207 
FCF -0.001659 0.000993 -2.670525 0.0356 
INS 0.194464 0.024622 7.898012 0.000 
FCF*INS 0.016459 0.004002 4.112994 0.000 
AR(1) 0.79261 0.067699 11.70794 0.000 

Watson statistic 1.896911 Adjusted R-squared 
Prob(F-statistic) 0.000 0.607567 

 
 
As it is seen in table 6, the ratio of the FCF*INS variable is 0.0016459 and its significance (probe) 
rate is 0.000. Considering the t-statistic and the p-value of this variable, results show the significance 
of this ratio at 5% possibility of error. These findings show that with the entrance of the institutional 

variable ratio Standard 
deviation t-statistic p-value 

C 1.696581 0.918731 1.846658 0.0657 
SIZE 0.018925 0.00129 14.66691 0.000 
DEBT 0.000114 0.000212 0.540385 0.589 
ROA -0.140524 0.164276 -0.85541 0.3929 
FCF -0.016644 0.001128 -14.756 0.000 

Watson statistic 1.697 Adjusted R-squared 
Prob(F-statistic 0.000 0.467526 
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ownership into the model, the relation between the free cash flow and use of assets will be modified, 
and institutional ownership will result in the more efficient use of assets. Therefore, H1 will be 
confirmed and the contrary hypothesis will be rejected. 
 
Table 7, results of the analysis of the data for testing the second subsidiary hypothesis 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
As seen in the table 7, the ratio of the FCF*MO variable is 0.405146 and its significance (probe) is 
0.0011. Regarding the t-statistic and the p-value of this variable, results show the significance of this 
ratio at 5% possibility of error. These findings show that the type of managerial ownership affects the 
relation between the free cash flow and use of assets. 
 
Table 8. Summary of the results of the study with disregard to the type of the industry 
 
 

Hypothesizes and the measuring model ratio Standard 
deviation t-statistic p-value Type of 

relation 

1th main 
hypothesis FCF & ASSET_UT -0.017 0.00112 -14.756 0.000 Negative 

significant 
1th main 
model  ASSET_UT= B0+B1SIZE+B2DEBT+B4ROA+B5FCF+eit 

2th main 
hypothesis OS*FCF & ASSET_UT This claim will be tested based on the following subsidiary 

hypothesises 
2th main 
model  ASSET_UT= B0+B1SIZE+B2DEBT+B4ROA+B5FCF+B5OS+B6FCF*OS+eit 

1th 
subsidiary 
hypothesis 

INS*FCF & ASSET_UT 0.016 0.004 4.113 0.000 Positive 
significant 

variable ratio Standard 
deviation t-statistic p-value 

C 1.313515 0.441856 2.972725 0.0032 

SIZE -0.081688 0.072157 -1.132083 0.2586 

DEBT 0.003126 0.001033 3.027569 0.0027 

ROA 0.000114 0.000152 0.748781 0.4546 
FCF -0.013474 0.006156 -2.188922 0.0294 
MO 1.630921 1.059394 2.539486 0.0248 

FCF*MO 0.405146 0.123319 3.285364 0.0011 

AR(1) 0.716793 0.113205 6.331824 0.0000 

Watson statistic 1.848279 Adjusted R-squared 

Prob(F-statistic) 0.000 0.520342 
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1th 
subsidiary 
model 

ASSET_UT= B0+B1 SIZE+B2 DEBT+B4 ROA+B5 FCF+B6 INS+B7 FCF*INS+eit 

2th 
subsidiary 
hypothesis 

MO*FCF & ASSET_UT 0.405 0.123 3.285 0.001 Positive 
significant 

2th 
subsidiary 
model 

ASSET_UT= B0+B1 SIZE+B2 DEBT+B4 ROA+B5 FCF+B6 MO+B7 FCF*MO+eit 

 
 
 
Table 9. The type of the impact of the research variables on the regression model of the total 
industries 
 

variable Type of influencing relation 

Free cash flow  ) FCF( Significant negative influence 

Institutional ownership  ) INS( Significant positive influence 

Managerial ownership  ) MO( Significant positive influence 

 
 
Table 10. Summary of the results of the study regarding the type of industry 
 

 
 

Dependent 
variable 
ASSET_UT 

1th subsidiary hypothesis 2th subsidiary hypothesis 

Type of 
industry 

INS*FCF MO*FCF 

ratio P-
VALUE Relation ratio P-

VALUE relation 

chemical -0.036 0.09 Insignificant 
negative 1.5479 0.000 Significant 

positive 

Automobile 
and spare parts 0.0745 0.0125 Significant 

positive 0.8909 0.002 Significant 
positive 

Food and 
beverage stuff 0.047498 0.0412 Significant 

positive 0.53 0.007 Significant 
positive 

drugs -0.018 0.004 Significant 
negative 0.298 0.0567 Insignificant 

positive 

Non-metal 
minerals 0.005 0.187 Insignificant 

positive -0.095 0.609 Insignificant 
negative 
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Table 11. Summary of the results of the study regarding the type of impact 
 

Variable/industry total chemical Automobile & 
spare parts 

Food & 
beverage stuff drugs Non-metal 

minerals 

ins influential Non-influential influential influential influential Non-influential 

MO influential influential influential influential Non-
influential Non-influential 

 
 
As seen in table5, we reached to the conclusion that there is a negative correlation between the free 
cash flows and the use of assets in the accepted companies of the stock market of Tehran and its value 
is -0.0167 and also the R balanced amount obtained is 0.37, it is clear that 37% of the changes in the 
dependent variable of use of assets is explained by the independent variable of free cash flow and 
controlling variables, and the rest is depended on variables which have not been considered in this 
study. Then in the table 5, the measured t-statistic is -14.756, the negativity of which indicates a 
reverse relation between the two variables of use of assets and free cash flow. It means with increase 
of free cash flow, the efficient use of assets will decrease. 
 
Results of the testing of the second hypothesis 
 
In this hypothesis, the impact of ownership structure as a balancing factor was examined on the 
relations between free cash flow and use of assets, from two points of view of ownership 
(institutional and managerial), the results of this testing will be studied in following by subsidiary 
hypothesises based on rejection or approval: 
 
Results obtained from the testing of the first subsidiary hypothesis 
 
In studying the impact of institutional ownership on the relation between free cash flow and efficient 
use of assets by companies, the results obtained from the analysis of the data show that institutional 
ownership is positively influential on the relation between free cash flow and use of assets in the 
company. These findings show that with the entrance of institutional ownership in the model, the 
relation between the free cash flow and use of assets will be balanced, and thus institutional 
ownership leads to the more efficient use of assets. Therefore, it can be interpreted that the high flow 
of cash in companies with high institutional ownership will lead to the more efficient use of assets. 
 
Results from the testing of the first subsidiary hypothesis regarding the industry factor 
 
The findings of the current research showed that the factor of industry is one of the main elements in 
the influence of ownership structure on the relation between free cash flow and efficient use of assets. 
As shown in table 10, in two industries of automobile and manufacturing of spare parts, and food and 
beverage products, institutional ownership will result in the efficient use of assets. However, in other 
industries such as drugs, institutional ownership will lead in inefficient use of assets, while no relation 
was found in other industries. 
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Results of the testing of the second subsidiary hypothesis 
 
In studying the impact of managerial ownership on the relation between free cash flow and efficient 
use of assets in companies, results of the analysis of the data showed a considerable positive relation 
between managerial ownership and use of assets at 5% error level. Takia et al in a research in 2012 
reached to the conclusion that supervision over the use of assets among companies with high 
managerial ownership and high free cash flow is more efficient. This finding is consistent with the 
results of this study. 
 
Results of testing the second subsidiary hypothesis regarding the factor of industry 
 
With taking the factor of industry into account, as seen in table 10, results show that in chemical, 
automobile and food industries, managerial ownership positively balances the relation between the 
free cash flow and use of assets. It means that managerial ownership in these industries causes the 
more efficient use of assets. Therefore, it can be concluded that managers who are owners as well 
would have more motivations for harder and more effective works, which in fact results in the higher 
functionality and profitability of assets. Managerial ownership actively attends to the controlling of 
use of free cash flows in ensuring the fact that only those projects with plus value have been carried 
out (warfield & wild, 1995). The managers' ownership plays an internal role to ensure that the free 
cash flow has been only used for the long term interest of the company which maximizes the 
shareholders' interests (jensen & mcline, 1976). The same level theories state that internal ownership 
will help putting the interests of the managers and owners in the same line (balanced) (ang et al, 
2000; jensen & mcline, 1976; shine & david seven, 2003). It can be argued that managerial ownership 
directly results in the efficient use of assets, but in other non-metal industries and also the drug 
industry, no significant relation at 95% level was found. 
 
Limitations of the study 
 
The limitations of the study are those factors which hinder the path of collecting data and obtaining of 
the desired results. Access to the information of some companies was confronted with numerous 
difficulties. Therefore, for collecting the data, a lot of time was needed, since the software and the 
portal bank of data of the securities of the stock market organization of Tehran including the 
Rahavarde Novin software was required. Generally, the limitations were as following: 
 
1- the extracted data related to many variables were based on historical records, so the issue of 
inflammation had not been taken into account. 
2- the time range of the present study was between 2007-2012, therefore in generalizing the results to 
other eras, one has to be cautious. 
3- regarding the embargos imposed on Iran, and the limitedness of foreign investors, researchers were 
unable to measure the impact of foreign ownership on the relation between free cash flows and use of 
assets. 
 
Research suggestions 
 
Suggestions based on the results of the study 
1- the results of the present study showed that the variables of ownership structure can play an 
important role in the company's function. Regarding the fact that the necessity of attending to the 
strategic mechanisms in companies has also been emphasized in the charter of the strategic system of 
the stock market organization of Tehran, it is thus necessary that the government and companies 



. 2014September ;, No.14Kuwait Chapter of Arabian Journal of Business and Management Review    Vol.  

421 
 

proceed in setting a proper ownership structure leading to improved functionalities, by grasping a 
correct understanding of the issue of guidance and strategies of companies. 
2- regarding the results of this research and the clearing out of the impact of different levels of 
ownership structure on the efficient use of assets, it is suggested that investors consider the 
composition of shareholders as one of the variables of decision making as well, at the time of making 
decisions on purchase and sales. 
3- it is suggested to the users of financial inventories that take the role of an active  or inactive 
supervision of different levels of ownership on the relation between free cash flow and use of assets 
into account, while studying the financial reports of companies. 
 
Suggestions for future researches 
 
1- Studying the impact of ownership from the perspective of ownership focus on the relation between 
the free cash flow and use of assets. 
2- Studying the impact of ownership structure from the perspective of ownership focus on the relation 
between free cash flow and management of interests. 
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