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This paper investigates the issue of the interrelationship between financial architecture of the firm (Myers, 2001) which includes capital structure as well as ownership structure and corporate performance The growth of the company’s market value is the priority direction of business development for many years. This issue of the problem has been studied by a large number of researchers from different countries, but the results of empirical investigation are perfectly different. This fact provokes us to look for the differences between countries and to make an attempt to build up a unified model of the corporate performance.In 1976 Jensen and Meckling theoretically proved that the top managers with tiny share holding preferred to extract non-peculiar benefits from the company rather than maximize its value. From the early 80s there are a lot of empirical studies analyzing the relationship between managers’ ownership and corporate performance. After the world-known article of Morck, Schleifer and Vishny (1988) the opinions on the influence of the managers’ ownership on corporate performance varied. The first science school rejected the possibility of such relationship (Lloyd, Jahera, Goldstein (1986); Idalene Kesner (1987)). The second one (Stulz (1988); Kim, Lee, Francis (1988); Schellenger, Wood, Tashakori (1989)) proves that the influence is usually positive. And the last school (Morck, Schleifer and Vishny (1988); McConell и Servaes (1990); Holderness (1999)) discovered non-monotone, U-shaped relationship that is positive for small share holding and negative for large share holding. Mc Eachern (1985) defined the new type of ownership called “externally-controlled firms”. He shows that the return in the firms controlled by external shareholders is higher than the return of the internally-controlled firms. Herman, E. S. (1981) found that the question of external or institutional investors is applicable only to the big corporations. Chaganti, R. and F. Damanpour (1991) show that the institutional ownership makes a positive influence on the corporate performance but the effect is not substantial.  

2          Model

There are different issues of the ownership structure but traditionally the modeling of the corporate performance took into account the only issue of the ownership structure, e.g. the ownership concentration or the number of shares belonged to the managers. On the contrary we’d like to propose the complex approach to the ownership structure considering not only the classic conflict between managers and shareholders, but also the agency conflicts between such stakeholders as institutional investors and strategic shareholders, majority and minority shareholders. The complex approach allows us to bring to light the true relations between the different indicators of the ownership structure and the corporate performance by rejecting the spurious relations.  

3.1       Hypotheses

We have formulated several hypotheses concerning the impact of different aspects of ownership structure on the corporate performance. 

· Hypothesis 1. The increase of the share holdings of the related investors has a positive influence on the corporate performance.

· Hypothesis 2. The increase of the share holdings of the institutional investors has no considerable influence on the corporate performance, since the negative influence of the reduced risk level is recovered with the disciplining effect of institutional investors’ participation in management process.

· Hypothesis 3. The increase of the government share holdings may have a considerable influence on the corporate performance but the character of the influence strongly depends on the authorities’ power and the level of development of the social policy in the country.

3.2       Classical Model: Cross Sectional Regressions

We’ve started the investigation from a classic model of the impact of ownership structure and capital structure on the corporate performance. The main benchmark of such a model is an exogenous character of all the variables. In our investigation we’ve applied a classic model to the developing markets. 

  

where Q is q-Tobin coefficient; 

Rl is the shareholding of the shareholders involved into the process of corporate governance (%); 

G is the shareholding of government and affiliated structures (%); 

DE is the total debt divided by the book value of equity of the company; 

Size is the natural logarithm of the Total Assets; 

Grow is the growth ratio of the company; 

D_IT is the dummy variable equal to 1 for the companies of IT sector; 

D_Aut is the dummy variable equal to 1 for the companies of the automotive sector; 

D_Med is the dummy variable equal to 1 for the companies of the media sector. 

We’ve gathered a sample of more then 200 companies from Russia, Poland, Turkey, Czech Republic, Greece, Hungary and Baltic countries. As for developed countries, we considered the blue chips of the largest European countries such as Spain, Germany, France, and Italy. This allowed us to handle a comparative analysis and to conclude some interesting results. We’ve chosen the companies included into national indexes. Such a choice allows us not to rely on the base provided by informational agencies but also to check all the data by ourselves to be sure that the reclaimed ownership structure is the Company’s actual ownership structure, not the nominal one. 

What have we concluded? First of all, the management ownership itself does not influence the corporate performance measured with q-Tobin coefficient in a considerable way. But there is still a significant positive relationship between ownership of the related shareholders and q-Tobin, i.e. we can conclude that the more shareholders are engaged into management, the better the corporate performance (See the Table below). Second, we proved that the ownership of the government and affiliated companies has a significant negative impact on the corporate performance. However, contrary to the results of McConnell and Servaes (1990), there is no significant influence of the institutional investors’ share holding on the corporate performance measured with q-Tobin. Finally, we’ve found out that the capital structure always matters: the debt burden has a significant negative influence on the corporate performance measured with q-Tobin which is in line with the popular “pecking order” theory. 

3.3       Geopolitical factor matters

We’ve supposed that extremely different results of the researches could be explained by the difference of the considered relationship in different countries. Evidently, the geopolitical factor has a considerable influence on the ownership structure, e.g. in France the company’s employees traditionally posses a share holding of several per cent. The country differences allow us to suppose that the relationship between ownership structure and corporate performance may vary with the country. That’s why one of the most important our goals is to find out if this relationship varies with the country or not. 

We’ve proved that the relationships for Russian companies as well as one for companies of highly developed European countries (France, Germany, Spain, Italy) are the same we’ve found out for the general sample. But there is quietly different situation in the developing countries such as Turkey, Poland, Greece, and Hungary. Verifying our classic model with the sample of companies from the mention above countries we found no significant relationships between ownership or capital structure and the corporate performance. Such a conclusion could be explained by the low level of informational transparency that reduces the quality of data, and, that is the most important, by the under-developed system of the corporate governance. 

Additionally, it’s necessary to say that R2 of our final regressions varies from 40% to 52% that is rather high value for such a regression. 

3.4       The Ownership Structure: Is it really exogenous?

At last, our objective was to prove the exogenous character of ownership structure; otherwise we had to modify our model. In order to check the character of ownership structure, we’ve decided to develop an auxiliary model of capital structure. The alternative hypothesis is that the capital structure strongly depends on the company size and other control variables. If we accepted such a hypothesis, we would have to use another model of corporate performance. But the results of such a test were negative. We’ve rejected the alternative hypothesis that allowed us to use a classic model. 

