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ABSTRACT

This paper measures the relationship between capital structure, ownership concentration
and agency costs. Therefore, the aim of this study is to examine whether capital structure
and ownership concentration have significant influence on a firm’s agency costs. A
sample size of 126 Shariah-compliant securities will be chosen in this study for the period
of nine years that is from 1998 to 2006. The data collected will be measured using
multiple regression model. Agency costs exist when there is a conflict of interest between
the sharcholders and the managers. They will have different goals towards the
organization and they have different attitudes towards risks. Agency costs will be
measured using the asset turnover ratio and return on equity ratio. There are two main
expected findings. (i) It is expected that a firm with a high debt level will decrease its
agency costs, and (i) there is a positive relationship betwecn the largest sharcholder

concentration and the agency costs.
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