
Advances in Environmental Biology, 8(17) Special 2014, Pages: 805-809 

 

AENSI Journals 

Advances in Environmental Biology 
ISSN-1995-0756      EISSN-1998-1066 

 

Journal home page: http://www.aensiweb.com/AEB/ 

 

 

Corresponding Author: Reza Ataei Zadeh, Young Research and Elite Club, Ardabil Branch, Islamic Azad University,  

Ardabil, Iran 

Relationship between Ownership Structure and Earnings Management for Listed 
Firms in Tehran Stock Exchange 
 
1Reza Ataei Zadeh, 2Roya Darabi, 3Hossein Abdi, 3Hushang Mohagheghi, 3Majid Bajlan  

 
1Young Research and Elite Club, Ardabil Branch, Islamic Azad University, Ardabil, Iran 
2Department of Accounting, South Tehran Branch, Islamic Azad University, Tehran, Iran 
3Department of Management, Semnan Branch, Islamic Azad University, Semnan, Iran 

 

A R T I C L E  I N F O   A B S T R A C T  

Article history: 
Received 25 June 2014 

Received in revised form 

8 July 2014 
Accepted 25 November 2014 

Available online 16 December  2014 

 

Keywords: 

Capital structure, Dividend, Earnings 

Management 

 Background: The aim of this study is to evaluate the relationship between ownership 
structure and earnings management in firms listed in Tehran Stock Exchange during the 

financial period 2010- 2013, which to collect Theoretical Foundations of study, Library 

and to gather statistical data, the audited financial statements and notes attached, was 
used, and for data analysis, a multivariate regression analysis and Pearson's correlation 

test was used. The results of this study show that, between ownership structure and 

earnings management of listed companies in Tehran Stock Exchange, there is a 
significant correlation. 
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INTRODUCTION 

 

 Knowledge of the determinants of dividend policy, while provides a clear picture of the liquidity 

distribution of companies, it provides the possibility of estimating future behavior of them. Ever, between the 

directors and major shareholders on the one hand, and thousands of small investors on the other hand, there was 

a conflict over the division of profits. The purpose of minor investors in more investment is to receive is 

dividend, and they wish to receive their stock returns as dividend, they tend to be maintained dividend in the 

company, and spent it for development, and as a result, the stock price will increase. [6]. Due to the fact that the 

dividends paid by the shareholders at the Ordinary General Assembly is set, a shareholder by using his right to 

vote, can be effective in the decisions and policies of the company. So, whatever this right is more, the influence 

will be greater, therefore, the type of dividend policy and dividend rates of companies will be different 

depending on the composition of shareholders and their ownership structure. Ownership structure simply means 

what persons (natural or legal) dominate on the operational and strategic decisions of a company. Combination 

of shareholders and the concentration of ownership are considered as two essential aspects of the ownership 

structure of the companies. The combination of shareholders through four variables, foreign ownership, 

corporate ownership, managerial ownership and institutional ownership is measured. [2]. 

 Finally, the main research question is whether there is a relationship between the ownership structure and 

earnings management for listed firms in Tehran stock exchange or not? The main objective of this study is to 

examine the relationship between ownership structure and earnings management for listed firms in Tehran Stock 

Exchange. 

 

A review of the literature: 

 Kouki, et al [4], examined ownership structure and dividend policy in Tunisia stock markets. The results 

show that Tunisian firms with highly concentrated ownership structure distribute more dividends, and there is a 

positive relationship between dividend policy and ownership. Gonzalez et al [3] surveyed the relationship 

between ownership structure and dividend payments for companies in five Latin American countries. Their 

considered ownership control for decisions of dividend payments as a main issue, and their findings showed U-

shaped relationship between ownership concentration and dividend payments. In other words, when ownership 

concentration is low, it has a negative impact on dividend payments, and when the ownership concentration is 

high, it has a positive effect on the dividend payment. 
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 Setayesh (2010), in their study, examined the effect of ownership structure and board composition on the 

dividend policy of listed companies in Tehran Stock Exchange during the fiscal period 2003 to 2007, with the 

selection of 77 companies as the sample. The results of this study suggest that corporate ownership and board 

independence have a positive impact and institutional ownership has a negative impact on the ratio of dividends 

of listed companies in Tehran Stock Exchange. However, in this study, they did not observed evidences of a 

significant relationship between managerial ownership and level of ownership concentration with dividend 

policy. Asta [1], in his study examined the relationship between ownership structure and earnings management 

of listed companies in Tehran Stock Exchange for the fiscal period 2004 to 2009 by selecting 95 samples from 

various industries.  

 The results of this study indicate that there is a significant negative relationship between institutional 

ownership and managerial ownership with earnings management, but between corporate ownership and earnings 

management, there is a significant positive relationship. 

 

Theoretical Literature of the study: 

 In general, the relationship between dividends and earnings per share represents a dividend policy of the 

company. Dividend policy is considered as one of the most important issues of corporate financing literature. 

Many researchers have been provided the theoretical foundations and empirical evidence related to dividend 

policy measures. However, the issue of dividend policy remains as an unresolved issue, and no clear guidelines 

regarding the optimal dividend policy has been provided. At the same time, corporations usually adopt certain 

policies about dividend. In formulating this policy, several factors such as the policies used in other similar 

companies, the dividend policy, legal restrictions, profitability stability will be considered. Despite numerous 

policies, companies often adopt policies such as division of fixed amount, division of profit plus a variable 

margin, division of surplus profit. 

 Agency relationship is the contract which based on it the client or owner, appoints representative or another 

person, and delegates the decision-making authority to him. In agency theory, the goal of owner is maximization 

of wealth therefore, in order to achieve this objective they monitor agent activity and evaluates his performance. 

Net income, as well as is considered as one of the items contained in the financial statement, which has a 

considerable impact on the decisions of users of financial statements, and has attracted much attention. One of 

the main groups of users of financial statements is shareholders. Therefore, it is generally thought that the 

company's ownership structure may lead to behavior change of the companies. This is emerged from regulatory 

activities which different investors do in this structure [1]. Ownership structure simply means what persons 

(natural or legal) dominate on the operational and strategic decisions of a company. Combination of 

shareholders and the concentration of ownership are considered as two essential aspects of the ownership 

structure of the companies. The combination of shareholders through four variables, foreign ownership, 

corporate ownership, managerial ownership and institutional ownership is measured. [2]. 

 

A hypothesis of the study: 

 There is a significant relationship between ownership structure and earnings management. 

  

Method of study: 

 This study in terms of purpose is an applied study, and in terms of the data collection and method is a 

descriptive (a study correlational study), and in this study, in order to test the hypotheses, a multivariate 

regression analysis and Pearson correlation were used. The population of this study consists of all companies 

listed in Tehran Stock Exchange, which have been active since the beginning of 2010 to 2013 in stock. To select 

the sample, the elimination method is used, and for this purpose, three criteria were considered, and if the 

company is lacking the following criteria, as a sample for this study is selected: 

1. Companies that, their end of the financial year don't end to 20 March, because the information of these 

companies is related to two years, and to create uniformity in the fiscal year, they are excluded from population. 

2. Companies that during 2010 until 2013 have been accepted in the Stock Exchange. 

3. Participation in group holding companies is not financial intermediaries, investment. 

 After consideration of all the above criteria, 91 companies were chosen as sample. 

 The method of data collection for this study, to test hypotheses is refer to the audited financial statements, 

and explanatory notes listed companies in Tehran Stock Exchange, and information about the theoretical and 

theoretical foundations of the study is valid as the Library research, using books, Persian and Roman literature, 

journals, search in the Internet, dissertations and other academic centers. The collected data using Excel 

software has been modified and classified, and was analyzed using SPSS software. 
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Variables of the study: 

Independent variable: 

 Ownership structure: A common measure of concentrated ownership is collective ownership that is defined 

as large percentage of shareholders. Cumulative property is calculated by using the total percentage of shares 

owned by major shareholders to the total capital stock. 

 

Dependent variable: 

 Scott, in 1997, denied earnings management as: Selection of accounting policies by a firm in order to fulfill 

some specific objectives of Management. Descriptive statistics, data analysis is done by using central indices, 

such as mean, median, standard deviation, skewness. In this regard, the average is a major central index, and 

shows average data, the standard deviation is one of the distribution parameters, and shows the scattering data. 

Skewness is one of the parameters determining the deviation from symmetry and it is asymmetry index data. If 

the population has symmetrical distribution, the coefficient of skewness is equal 0, if the population is left-skew, 

skewness coefficient is negative and if it has a skew to the right, the coefficient of skewness will be positive. 

Descriptive statistics of the study are summarized in Table 1. 

 
Table 1: Central indicators, Distribution Indicators and parameters of the distribution pattern 

 No data Average Middle SD Skewness 

Earnings Management 364 2.70 E+1 3.42 E+0.9 1.99E+12 -8.7669 

Ownership structure 364 0.2783 0.2856 0.2728 0.4814 

 

The results of the research hypothesis: 

 There is a correlation between ownership structure and earnings management for listed firms in Tehran 

Stock Exchange. Null hypothesis and opposite hypothesis for it are defined as follows: 

H0: There is no significant relationship ownership structure and earnings management for listed firms in Tehran 

Stock Exchange. 

H0: There is a significant relationship ownership structure and earnings management for listed firms in Tehran 

Stock Exchange. 

 
Table 2: Summarizes the results of the Kolmogorov-Smirnov test. 

 No 
data 

Average SD absolute value 
of maximum 

deviation 

The 
maximum 

positive 

deviation 

Maximum 
negative 

deviation 

Statistics 
Z 

Significant 
level. 

Earnings 
Management 

364 2.70 E +10 1.99 E + 12 0.3713- 0.3662 0.3713 7.0870 0.0000 

Ownership 

structure 

364 0.2783 0.2728 0.2632 0.2632 0.1571- 5.0255 0.0000 

 

 According to Table 2, because the level of significance (Sig) calculated in both of earnings management 

and ownership structure variables is smaller than 0.05, H0 is rejected and H1 is accepted, that is, the data do not 

follow Normal distribution. To normalize these two variables, mathematical conversion is used. The following 

test examines normality hypothesis of the transformed variables. 

 
Table 3: Results of Kolmogorov Smirnov Test (after normalization) 

 No 

data 

Average SD absolute value 

of maximum 

deviation 

The 

maximum 

positive 
deviation 

Maximum 

negative 

deviation 

Statistics 

Z 

Significant 

level. 

Earnings 

Management 

364 50.0395 4.0123 0.0632 0.0632 -0.0449 1.2067 0.1244 

Ownership 
structure 

364 0.8627 0.4128 0.0724 0.0632 -0.0724 1.0608 0.2346 

 

 According to Table 3, because the level of significance (Sig) in the ownership and management is more 

than 0.05, so the data has normal distribution. 

 
Table 4: Results of regression -variance Analysis. 

Model Total Squares Degrees of 

freedom 

Mean Square statistics F Significant level. 

1 Regression 196.4908 1.0200 196.4908 13.1131 0.0000 

Residual 5532.7676 369.2400 15.2837   

Total 5729.2574 370.2600    
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 Table (4), includes analysis of variance, regression, to evaluate the certainty of a linear relationship between 

two variables. According to this output, F =13.1131 and also significant level is smaller than 0.05 (0.05> 0). 

Thus, in α =0.05, a linear relationship between dependent variable (earnings management) with the independent 

variable (ownership structure), is confirmed. The Regression row represents the rate of change of the dependent 

variable (earnings management), which is explained by the independent variable (ownership structure). The row 

of Residual represents the rate of change of the dependent variable (earnings management) which is explained 

by other factors (random). 

SST=SS(Regression)+SS(Residual) 

 The correlation coefficient can be calculated from the following relationship: 

 

 

 

 

 
 

Fig. 1: Testing normality of errors in regression equation 

 

 Figure (1) examines the normality of the errors, as one of the assumptions of regression and according to 

this hypothesis the regression equation errors must have a normal distribution with mean zero. In the above 

diagram, the mean value presented in the right of graph is very small (close to zero), and the standard deviation 

is close to one. 

 Thus, with considering this default, you can use the regression for two variables earnings management 

(discretionary accruals) and ownership structure. 

 
Table 5: The results of coefficients of the regression equation. 

Model Non-Standardized coefficients Standardized coefficients  

B Std. Error Beta Statistics T Significant level. 

1 (Constant) 49.2813 0.2958  169.9167 0.0000 

Ownership 

Structure 

2.7785 0.7752 0.1887 3.6577 0.0000 

 

 According to Table 5, in column B, constant values, and the coefficient of the independent variable in the 

regression equation is presented, and the equation is as follows: 

Y= 48/315 + 2/724 log X 

 
Table 6: Results of correlations 

  Earnings management (DA) Ownership Structure 

Earnings management (DA) Pearson 1 0.189 

Significant level.  0 

No data 364 364 

Ownership Structure Pearson 0.189 1 

Significant level 0  

No data 364 364 

 

 According to the table (6), Pearson correlation coefficient between the ownership structure and earnings 

management is equal to 0.189. So between the two variables, the correlation is weak. In other words, between 

ownership structure and earnings management, correlation is very weak. 

 

 

034269/0
257.5729

4908.196)(2


SST

regressionSSr



809                                                                 Reza Ataei Zadeh et al., 2014 

Advances in Environmental Biology, 8(17) Special 2014, Pages: 805-809 

Table 7: Correlation coefficient, coefficient of determination and Durbin -Watson test 

Model The correlation 

coefficient 

The coefficient of 

determination 

Adjusted 

coefficient of 

determination 

Standard error of 

estimation 

Durbin camera 

1 0.189 0.035 0.033 3.948 1.667 

 

 According to Table (7), the correlation coefficient is equal to 0.189. This represents the relationship 

between the dependent variable and the independent variable at 5% error level. The value of determination 

calculated is 0.035 that is low and don’t have good explanatory power of this regression. Durbin-Watson 

statistic as shown in Table (7) is equal to 1.667 and this figure shows that the errors are independent of each 

other and there is no correlation between them. 

 

Discussion and Conclusion: 

 The purpose of this study is to examine the relationship between ownership structure and earnings 

management of listed companies in Tehran Stock Exchange during the financial period 2010 to 2013. To gather 

information, the financial statements and attached notes were used, and to gather theoretical foundations and 

research background, the library method, and to analyze the data, simple regression was used. And ownership 

structure as independent variable and earnings management as dependent variable is used. The results of this 

study indicate that there is a correlation between ownership structure and earnings management in listed 

companies in Tehran Stock Exchange, which is consistent with the findings of Yu in 2002, but is inconsistent 

with the study of Chang et al (2002). 

 

REFERENCES 

 

[1] Asta, S., 2011. The examination of relationship between ownership structure and earnings management, 

Journal of Financial Accounting, III(II): 93-106. 

[2] Biabani, Shaer, Setareh (Soghra) Razi Kazemi, 2013. Ownership structure (composition of shareholdings 

and concentration) and dividend policy of listed companies in Tehran Stock Exchange, Scientific- 

Research Journal of Financial Knowledge of Securities Analysis, VI(20): 15-28. 

[3] González, M., C.A. Molina, E. Pablo, 2010. «Dividend Policy and Ownership Structure in Latin 

America», Universidad de los Andes (UNIANDES), 21: 1-20. 

[4] Kouki, M., M. Guizani, 2009. «Ownership Structure and Dividend Policy Evidence from the Tunisian 

Stock Market», European Journal of Scientific Research, 25(1): 42-53. 

[5] Praise, Mohammed Hussein, Kazem Nejad Mustafa, 2010. Examination of effects of ownership structure 

and board composition on the dividend policy of listed companies in Tehran Stock Exchange, Journal of 

Accounting, I(1): 29-51.  

[6] Sadeghi Sharif, Sayed Jalal, H. Bahadori, 2009. The examination of effect of ownership structure on 

dividend paying companies listed in Tehran Stock Exchange, Journal of Financial Research, 11: 61-80. 

 

 

 

 

 

 

 

 

 

 

 


