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Abstract

In recent years, there have bheen attempts to explain firms’ capital structure based
upon the agency theory which considers agency problems arising due to ownership
structure. Agency theory starts from the coctractual relationship (explicit or implicit)
between principals and agents. Since uncertainty exists in real world and information is
distributed asymmetrically, there are conflicts between principals and agents.

The objectives of this study are to analyze, hased upon agency theory, factors which
are expected to affect firms’ capital structure and to test empirically the relevance of agency
cost hypothesis about the determination of capital structure, For these purposes, this paper
carried out multiple regression in order to examine whether the factors of agency costs
affect significantly the determination of capital structure.

The results of empirical analysis are summarrized as follows;

First, insider-equity ratio has heen negatively correlated with capital structure.

Second, growth opportunity variabless has been insignificant coefficients with capital

structure.
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