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Firm Ownership and Performance: Evidence for
Croatian Listed Firms

M. Pervan, |. Pervan, and M. Todoric

Abstract—Using data of listed Croatian firms from the Zagredssue.Generally speaking, these kinds of studi@spaoe two

Stock Exchange we analyze the relationship betiemnownership
(ownership concentration and type) and performarB©OA).
Empirical research was conducted for the period322@10, yielding
with the total of 1,430 observations. Empiricaldiings based on
dynamic panel analysis indicate that ownership entration
variable - CR4 is negatively related with performani.e. listed firms
with dispersed ownership perform better than fimith concentrated
ownership. Also, the research indicated that foreigntrolled listed
firms perform better than domestically controlleédn&. Majority
state owned firms perform worse than privately hétdhs but
dummy variable for privately controlled firms wastrstatistically
significant in the estimated panel model.
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|. INTRODUCTION

FOR many years ownership structure was in focus
scholars interests due to its expected relationsitip the
firm performance. Almost 90 years ago (1932) piogée this
field of research, published a book dealing with thsue of
modern firm [1]. In the light of the managers-owsepnflict
in the modern firm they conclude that firms with n@o
dispersed ownership are expected to have loweommeahce.
In other words, due to the fact that ownership emotrol are
separated in modern firm owners' possibility foficéfnt
control over firm activities is reduced.

On this theoretical basis, agency theory was eeeloped.
According to the agency theory, managers are Hiyeowners
to run a firm in order to maximize owners’ wealBut, in the
real life managers do not always follow the goatafximizing
the owners’ wealth, since they have their own gf2flsSome
authors suggest that agency problem can be solwed
concentrated ownership, which can reduce agendg.cBst,
concentrated ownership will not resolve the isstienimority
shareholders protection [3]. After the initial sesl many later
papers analyzed the relationship between
concentration and performance, but empirical figdirare
mixed and there has still been no consensus reggtidiis
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broad models of corporate governance. The first @e
characterized by dispersed ownership, ownershimraggd

from management, market for corporate control arainiy

short term oriented goals. When ownership is disgubr
owners' supervision over business is more diffianltl there is
possibility for managers to pursue their own goalkich

might not be in the best interest of owners. Btttha same
time, when a firm is run by professional manage#sich are

educated specialists, there is possibility that mentioned
disadvantages of dispersed ownership structureofiset by

advantages that professional managers may bring.

The second model of corporate governance is claiaet!
by more concentrated ownership, where large cdimgol
stockholders exercise operative control. The maivaatage
&f concentrated ownership might be efficient contower
business activities and reduced agency costs. @wentrated
ownership might also have some negative effectsfiron
performance. For example, the controlling sharedrslanight
expropriate corporate funds on their behalf andhencost of
minority shareholders, by reducing firm performaiacea firm
value. This can be achieved through excessive cosapiens,
unfair transfer prices in deals with controllingastholders
private companies, etc.

It seems that both models of corporate governarae h
certain advantages and disadvantages and still ave the
unresolved question: which model of ownership $tne is
better, the one with dispersed or the one with eotrated
ownership?

In our study we analyze the relationship betweenership
gpncentration and listed firms’ performance in Gmaan
emerging market country that is currently in itsafi stage of
EU accession. To the best of our knowledge, thidysts the
first one that brings empirical evidence of the\abmentioned
%Iationship for Croatian listed firms. Also, thtudy is among
few that explore the question of ownership conegiun in
Croatia in general. Due to the fact that Croatiaaipost-
socialist, emerging country, it has some speclii@racteristics
which might be important for the ownership-perfonoa
relationship.

An interesting feature of the sampled listed congsrin
this research is that approximately 20% of themraagority
state controlled. Therefore, it would be interegstio see if
privately controlled firms are more profitable inngparison
with state controlled firms. In the case of Croatigh finding
would not be very surprising due to the large numbg
corruption cases in state owned firms that are iphibdl in
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media. Also, a considerable number of listed Cemafirms
were acquired by foreign firms and one would expibett
foreign corporate ownership might bring restructgriand
better performance in comparison with domestic asltip.
The paper is structured as follows. Previous reseand
hypotheses are presented in section Il. Sectiorprdlsents
description of data and variables used
modeling. In section IV empirical findings are preted and
discussed, while concluding remarks are made itiosev¥.

Il. PREVIOUSRESEARCH

While the initial papers that analyzed the relatdip
between ownership structure and performance weneagly
theoretical and descriptive, the later papers arestlyn
empirically oriented [1], [2]. Empirically orientetesearches
were conducted in different countries and they Iteduin
mixed findings: some studies confirmed the initighothesis
that performance is positively associated with eotiated
ownership, while some other studies rejected itahse
empirical evidence showed that performance wastipelyi
related with dispersed ownership. There were disdiess that
found no statistically significant relationship §iive or
negative) between ownership structure and perfocman
Finally, some studies confirmed the relationshipwieen
ownership concentration and performance, but discm that
the relationship was not linear since quadratic/@ndubic
forms were best fitting.

Among the first one who challenged the hypothebisua
the relationship between ownership structure anam fi

Research on the sample of Slovene listed compamite
1998-2002 period found that the ownership percent#ghe
largest stockholder (CR1) was not related to fierfgrmance.
The study also found that firms controlled by doticeson-
financial owners and insider owners performed betiten
firms controlled by state controlled funds [10]. marative

in econametranalysis of ownership concentration and firm penfance for

UK, Czech Republic and Poland indicated that coma&on
is insignificant in explaining the firm performanfl].

Study on ownership structure and firm performant&®
largest Iranian listed companies from the Teheraocks
Exchange indicated that there was a positive oeialiip
between institutional ownership and performanceague=d
by ROE, ROA and Tobin's q). Furthermore, it wasnfibthat
firms with dispersed ownership were performing drethan
firms with concentrated ownership [12]. Recent agske from
2010 for the largest Russian listed firms with Ole§ression
found no significant relationship between ownership
dispersion and firm performance [13].

Positive influence of concentrated ownership ommfir
performance (measured by ROE) was discovered i®638 1
paper [14]. The study incorporated data for 72 W®d and
found that ownership controlled firms were more fipmble
than management controlled firms. Some authoredette
relationship  between  ownership  concentration
performance on the sample of Fortune 500 [15]. Mhei
empirical findings suggested that Fortune 500 firmish
higher ownership concentration performed betten tfiems
with lower ownership concentration.

structure is endogenous variable, which simplyef a
decision of shareholders to sell or buy stocksisrnater study
he did not find a statistically significant relatghip between
ownership structure and firm performance [5]. Simiinding
was reported by the study that investigated For&0f firms
[6]. However, when piecewise regression was usemhsitive
relationship was found when the management held/dwmst
0% and 5% of shares, a negative relationship wasctizl

revealed that ownership concentration positivelffuenced
firm profitability [16]. The relationship betweenirrh
performance and ownership structure were alsodestethe
data for 435 largest European companies.
concentration was measured with CR1, while fiveetymf
ownership were used (bank, non-financial corporé&mily,

government and institutional). Empirical findingssealed that
firm performance was related with ownership coneiun,

when the management held between 5% and 25% obsshaput the relationship was not linear. Instead, fperformance
and again a positive relationship was found whee tHVaS bell shaped related with ownership concentrdfi@].

management held more than 25% of shares. Here st bau
pointed out that the authors did not use ROE blif® g as a
measure of performance.

Empirical rejection of the relationship between evahip
structure and performance can also be found iratitiee [7].
The authors used both measures of performance, RQE
Tobin’s g. Similarly, some other authors treatechekghip as
endogenous variable and found no statistically iggmt
relationship  between ownership  concentration
performance [8]. A negative relationship betweememship
concentration and firm performance (profit marginpgs
discovered for Austrian firms in the 1998 reseai@h The
author also points out that domestic ownership Kbastate
and individuals) reduces profitability in comparsawith
foreign ownership [9].
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Research for medium and large firms from Czech BRipu
indicated that concentrated foreign ownership inaptb
economic performance (change of ROA), but domgstiate
ownership did not in comparison with state owngrdgHi8].
Some other research was conducted on the datasted li
Spanish firms (1.233 observations) in the perio80:9999.
Models confirmed S shaped relationship betweeropadnce
and ownership concentration. The authors concluak t

angsider ownership at low and high levels increases

performance, while insider ownership at intermeslifvel
reduces firm performance due to entrenchment efff&gt
Influence of ownership structure on firm performangas
analyzed for listed Turkish companies. However, fthdings
were mixed since in ROE specification ownershipialde
(largest shareholder) was insignificant, while in/BV

and

Ownership
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specification ownership concentration was posijivelated to
performance [20]. On the sample of listed Greek mames
the authors found that ownership concentration (CiRds
positively related with firm performance -Tobin'§21l].

[ll. DATA SAMPLE AND VARIABLES

among results obtained when alternative variablds o
concentration were used. Thus, only the resultthhefmodel
using CR4 variable are presented in the segmeampfirical
findings. Table II brings the Pearson correlatiareficient
among different measures of ownership concentration

The change of CR4 during the 2003-2010 periodhdsve

Our analysis covers the period from 2003 to 201@ ad? Table lll. Data from the Table Il indicate that

comprises all listed firms from the Zagreb Stockclange
during the mentioned period. For the period 2008&0ata
were obtained from the database of Hanfa (www.hbhrfa
regulator of capital markets in Croatia, while ttega for 2009
and 2010 are collected from the web site of ther@agtock
Exchange (www.zse.hr). Financial institutions (t&n&nd
insurance companies) and all investment
eliminated from the initial sample. The final d&@t consists
of 1,430 observations.

All variables used in this analysis along with thexpected
sign, i.e. manner of their expected influence ooafian listed
firms’ performance, are presented in Table I.

TABLE |
LIST OFVARIABLES USED IN THE MODEL
Variable Symbol Expected
sigr

return on assets ROA
ownership _ CR4 +
concentratio
private POW +
ownershi
domesth DOW )
ownership
firm age AGE +
firm size SIZE +
firm activity TUR +
firm liquidity LIQ +

Measurement of ownership concentration was done
usage of concentration ratio of the four largestrsholders —
CRA4.

TABLE Il
PEARSONCORRELATION COEFFICIENTMATRIX
CR1 CR4 CR10 HHI
Pearson Correlation
CRL  gig. (2-tailed) 1
Pearson Correlation 0,823
CRA  gig. (2-tailed) 0001 *
Pearson Correlation 0,701°  0,948"
CRIO gy (2-tailed) 0001 0001 *
HHI Pearson Correlation 0,979 0,802° 0,689 1
Sig. (2-tailed) 0,001 0,001 0,001

** Significant at 0,001
Besides CR4, the initial analysis included othernsuges of

ownership concentration, like CR1, CR10 and HHI; there
was no major difference (in sign or statisticalngfigance)
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concentration of ownership of Croatian listed conies was
very high and stabile during the 2003-2010 peridthis
finding was not surprising since previous (scaresgarch on
ownership concentration variation also indicateditequ
concentrated ownership of listed firms in Croat22][ For
example, CR1 of Croatian listed firm is high anduag

funds wepRd 5%, while CR1 at the New York Stock Exchange dids

5.4% and 14.4% respectively [22]. According to tlega on
ownership concentration, Croatia is similar to ottentinental
European countries.

TABLE Il
CHANGE OF OWNERSHIPCONCENTRATION

Year CR4 - average
2003 73.09
2004 74.98
2005 75.03
2006 75.38
2007 74.25
2008 74.78
2009 75.10
2010 75.06

Firm performance can be measured in different wss
for exampleresearcher can use:

0 Accounting based measures of performance (ROA,
ROE, Profit margin)
py © Tobin'sq
0 Market based measured of performance (M/B, stock
return).

All the previously mentioned measures of perforneanave
certain advantages and disadvantages. For example,
accounting measures of performance can be submect t
earnings management. Also, they are history orignte. they
show effects of managerial efforts from the pastigoe
Market based measures of performance are more efutur
oriented and capture much more information thanliglsd
accounting earnings. However, usage of market based
measures of performance can be very problematiarn
emerging market, where stock market prices are velgtile
and many stocks are illiquid. After analyzing albg and cons
for different types of measures of firm performamee have
decided to use ROA (return on equity). ROA is cltad as
the ratio of operating earnings to total assets.

Operatingearnings
Total assets

ROA= 1)
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Operating earnings (EBIT - Earnings Before Interast
Tax) represent net earnings plus income tax andrdst
expenses. This measure of performance is orieptedrtls all
investors (in equity and debt), because it shogrfopmance
measure - operating earnings that can be usectinest and
dividends payments.

As mentioned in the introduction,
concentration, firm profitability may also be infilnced by the

Since the process of privatization started in 1996iany
foreign companies (mainly from Austria, Germanyalyif
Sweden...) acquired stocks of Croatian listed firnhs.
majority of cases foreign investors acquired cdhig share
blocks (more than 50% of voting shares), which &ththem
to effectively pursue their business strategy. Cmald expect

besides ownershifhat foreign owners have profit as the main gomc&foreign

owners come from countries with better developegpamte

type of ownershipDue to the data availability and structure ofjovernance systems, bringing superior technologaat

Hanfa's data base we were able to separate tlosving types
of ownership:

0 Majority private vs. majority state ownership

0 Majority domestic vs. majority foreign ownership.
Studies conducted in other post-socialist countf&svenia,
Czech Republic, etc.) suggest that these varialaes
significant for the explanation of firm performancén
emerging economies where privatization processestan the
1990s, many companies are still majority state owridese

marketing knowledge, performance of foreign ownedhs
should achieve higher value than those of domestined.
Here we separate domestic from foreign controlieas by
dummy variable DOW,
which takes the following values:
o 1 if50% plus 1 share is held by domestic investor
o 0if 50% plus 1 share is held by foreign investors.

On the basis of previous discussion it is expedteat

kinds of companies are oriented towards profits,they also  foreign controlled firms should have better perfante than
may have some other goals imposed by politics anghmestically controlled firms and DOW dummy is aipated

government (e.g. economic efficiency, tax revenoessocial
goals such as employment).

Croatian experience shows that managerial and @ispey
boards are often structured by political ties aedatiations,
rather than managerial knowledge.
governance environment, corruption and affairs feegquent
phenomena and consequently firm performance istivega
affected. On the other hand, privately controlleth$ do not
have such problems and their performance therstooeld be
higher. Separation of privately from state conadlffirms is
done by dummy variable POW,

which takes the following values:

o0 1if50% plus 1 share is held by private investors

o 0 if 50% plus 1 share is held by state, state funds

or other state owned companies/institutions.

On the basis of previous discussion, it is expetiiatd POW
dummy should have positive value of its coefficierdble IV
confirms the previously presented view
profitability differences among majority private camajority
state ownership.

TABLE IV
AVERAGE PROFITABILITY OF PRIVATE AND STATE OWNED COMPANIES
Year oot owned ot

2003 6,48 0,70 -0,84

2004 -8,00 0,25 -1,89

2005 5,59 -0,46 1,36

2006 -6,04 -1,10 -2,04

2007 2,33 1,77 1,02

2008 7,28 0,70 -0,01

2009 7,11 2,87 -3,67

2010 -6,24 1,79 -2,69

average 618 -0,30 -1,45

total

967

regardinge th

to have negative value of regression coefficiehis Btatement
can be supported by Table V.

TABLE V
In such corporatenveraGE PROFITABILITY OF DOMESTIC AND FOREIGNOWNED COMPANIES
Year foreign domestically average
owned owned total

2003 -0,50 -0,89 -0,84
2004 0,12 -2,22 -1,89
2005 1,69 -1,85 -1,36
2006 1,42 -2,60 -2,04
2007 4,11 0,44 1,02

2008 2,66 -1,57 -0,91
2009 -0,29 -4,22 -3,67
2010 1,97 -3,41 -2,69
average 146 -1,94 -1,45

total

The central point of this research is the relatigméetween
ownership structure (concentration and type) andn fi
performance. But firm performance, besides ownprstan be
affected by other factors, which should be usedthe
econometric model as control variables. Therefottee
following four variables are introduced in the prafility
models:

o Size

0 Age

0 Activity
o Liquidity.

Firm size variable is included into the model faveral
reasons. Firstly, economic literature suggests thigher
profitability is inherent to large companies (priypadue to
economies of scale), meaning that parallel withgtawth of
company’'s size grows the company’s profit. Secontiyal
assets size may act as an entry barrier to snfaites. Taking
into account earlier statements, it is predicteat tthe
influence of this variable on the companies’ padditity will
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be positivej.e. the expected sign on regression coefficietit wi
be positive. Size variable (SIZE) is measured gsdbtotal
assets.

The relationship between firms’ age and its profitty is
ambiguous. One stream of research suggests that falchs
have more experience, abilities and skilsyve enjoyed the
benefits of learning, and consequently can enjopesar
performance [23], [24]. Another stream of reseangues that
due to bureaucratic ossification older firms arertnwithout
any flexibility to adapt to new situations and #fere are
likely to be outperformed by younger, more flexifitens. Age

TABLE VII
PAIR WISE CORRELATIONSMATRIX

Var. ROA CR4 POW DOW AGE SIZE TUR LIQ
ROA 1

CR4 -1,05 1

POW 0,17 -0,19 1

bow -0,08 -0,21 -0,20 1

AGE 001 -008 0,14 -0,18 1

SIZE 019 -0,04 -0,04 -0,01 002 1

TUR 008 -0,15 0,10 0,02 005 012 1

LIQ 0,19 -005 0,15 -0,17 -0,02 -0,01001 1

variable (AGE) is measured by the number of yelas tirm
operates. Here we predict a positive influence GEAvariable
on the companies’ profitability.

An important factor for firm profitability can beirfn
activity, which is often measured by total assetdwver. Total
assets turnover (TUR) is measured as the ratiale§ go total
assets. The asset turnover ratio is used to meateare
effectiveness of firm operations. This ratio hetpsmeasure
the effectiveness with which the management uses dssets
to generate sales. Starting from these premisés,diesirable
that firms have higher asset turnover, which shoakllt in
higher profits. Therefore, it is expected that fiactivity will
positively influence firm profitability.

Sales
Total assets

)

IV. MODEL SPECIFICATION AND EMPIRICAL FINDINGS

When describing economic relations one must haveiid
that many of them are dynamic in their nature. fsgesl by
some authors, past firm performance may affectréututput
decision, so in order to insert dynamics into thefifability
function of listed companies in Croatia, a laggegpehdent
variable is introduced as an explanatory factoi.[2Bwever,
with this dynamic specification, the estimatorsaluused in
static panel data models (OLS, GLS...) produce biased
estimates. One way to solve this problem is tonedt
dynamic panel data models based on the Generdiiztkdod
of Moment estimation i.e. GMM estimation [26].

By including a lagged dependent variable among the
regressors, the general model to be estimated riraalysis
can be presented as:

Working capital management can also influence firm

profitability and one of the major goals in eveignf is to
maintain an optimal level of liquidity. If a firmas too high
current assets due to its holding costs, this migisult in
lower profitability. On the other hand, if currdigfuidity is too
low, this might result in difficulty in keeping opaions
smooth. Measure of firm liquidity is current ligitid ratio

(LIQ), which is calculated as the ratio of curreagsets to
current liabilities. Here we expect that firm lidity will

positively affect firm profitability.

LIQ = Curren_tasjs_,t?ts 3)

Currentliabilitie s

Table VI presents a summary of descriptive statistif all
the variables used in our analysis, while Table pidvides a
pair wise correlation matrix with correlation caeiénts
between variables. As a result of a weak correlatietween
independent variables one can assume that the matelot
hide the problem of multicollinearity.

TABLE VI
DESCRIPTIVESTATISTICS

Variable Mean Median St. Dev. Min. Max.
ROA -1,45 0,36 13,43 -233,30 79,16
CR4 74,67 82,58 22,14 0,01 100,00
SIZE 12,65 12,46 1,28 5,48 20,14
AGE 25,08 14,00 22,34 1,00 110,00
TUR 0,62 0,50 0,52 0,01 4,29
LIQ 1,62 1,19 1,80 0,01 19,08
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Th =aQ +0Th +Xlitﬁ+€it & =V TUy 4)
wherem; is the profitability of firmi at timet, with i=1, . .
LN, t=1,. ., T, ais a constant termy;, is the one-period

lagged profitability, 6 is the speed of adjustment to
equilibrium, x;t is Kx1matrix of explanatory variables (K -

total number of explanatory variabl&)[Bl,Bz,...,BK]Tis

vector K x1 of all coefficients of independent variableg,is
the disturbance, with, the unobserved firm-specific effect and
u; the idiosyncratic error.

For consistent estimation, GMM estimators requlira the
errors be serially uncorrelated [27]. First-ordexd ssecond-
order serial correlation in the first-differencedsiduals is
tested usingn, andm, Arellano and Bond test statistics. The
GMM system estimator is consistent if there is ecosd-
order serial correlation in residualsy(statistic). This means
that the presence of a first-order autocorrelationthe
differenced residuals does not imply that the esti® are
inconsistent [28].

A second specification test is a Sargan test foer-ov
identifying restrictions. This test checks for aalewvalidity of
instruments. If a null hypothesis is accepted, rimepthat
over-identifying restrictions (all chosen instrurt®nare valid,
the dynamic panel model is adequately specified.

Table VIII reports empirical results of the estiiatof the
model (4). Sargan test shows no evidence of owantifying
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restrictions. Even though the model indicates firat-order
autocorrelation is present (significant p-valuengftest), this
does not imply that the estimates are inconsissntpointed
out previously, inconsistency would be impliedétend-order
autocorrelation was present, however, this is hetdase in

firm profitability. This means that foreign contiedl Croatian
companies on average generate superior performtrare
domestically controlled companies. One of the reador that
may be found in the fact that foreign companiesallgihave
superior access to technical and financial reseyttey have

our model since null hypothesiof no second-order know-how, they bring expertise in management arghdr

autocorrelation is accepted (insignificant p-vabdien, test).

TABLE Vil
DYNAMIC PANEL ROA MODEL

Variables Coef. P
ROA.1 0,216 0,000
CR4 -0,074 0,030
POW 3,086 0,313
DOW -5,352 0,066
AGE 0,473 0,000
SIZE 2,608 0,004
TUR 2,443 0,159
LIQ 0,744 0,004
CONSTANT -0,524 0,006

No. of observations 906
Sargan test

. 0,2244
(p-value
Arellano -Bond 0,0003
(my) (p-value)
Arellano -Bond 0,5924

(my) (p-value)

The significant value of the lagged profitabilityariable

culture of corporate governance, rendering firmereifficient.
It is worth noting that similar finding were obsedv for
Slovene listed firms [10].

Positive and statistically significant coefficieot variable
AGE suggests that older Croatian listed firms gateebetter
performance in comparison with younger firms. Olfiems
have more experience, abilities and skilgyve enjoyed the
benefits of learning, and consequently can enjogesar
performance.

The results also reveal a positive and significal#tionship
between firms’ size and performance. This would mtat
based on economies of scale and scope, and resdtd
advantage, large firms can hire more skilled marsgedopt
new production procedure and/or reform the curreng,
employ new technology, have more capital (inteynall
generated or easily accessed from external souaras)be
more innovative than their smaller competitors. dearfirms
may also use their reputation as an advantagaeycney have
products of better quality which enable them torghahigher
prices than their smaller counterparts and theeedarn higher
profits.

Although a positive sign of variable firm activifgresented

(ROA.,) confirms the dynamic character of the modeby total asset turnover (TUR), suggest its positimpact on

specification. Variable that captures the leveloginership
concentration (CR4) has a negative and statisfis@dnificant
influence on firm profitability. Therefore, in thease of
Croatian listed firms we must reject the hypothelsa more
concentrated ownership results in higher perforreaticceems
that the benefits of concentrated ownership are demificant
than disadvantages in this model of corporate gmarere.

Empirical findings for Croatian listed firms shdkat more
concentrated ownership results in lower firm parfance. In
the case of Croatia, empirical findings confirmrenthment
hypothesis by which the management of internallgticsled
firms can expropriate corporate funds on the cdssmall
stockholders. We can relate this kind of findingrétatively
low level of investors’ protection in Croatia, sinthe value of
index of strength of investor protection reachely dnon the
scale 0-10, according to Doing Business 2011 [28]is
important to point out that the value of this iratiwr did not
improve in the 2006-2011 period.

In accordance with our expectation, a positive sajn
dummy variable presenting private owned comparfreW/)
is achieved. Although a positive sign of this vakasuggests
that private owned companies achieve higher leveél
profitability than state owned companies, this able is not
statistically significant in empirically estimatetbdel.

profitability, the influence of this variable is hetatistically
significant. Coefficient of firm liquidity (LIQ) isstatistically
significant and this variable has a positive infloe on firm
profitability. Efficient liquidity management inveés planning
and controlling current assets and current liaediin such a
manner that it eliminates the risk of the inability meet due
short-term obligations, on the one hand, and aveidessive
investment in these assets, on the other [30].€fber, we can
state that managers in Croatian listed firms pribfd good
“model” for optimal liquidity, i.e. their model im good way
weights the benefits and costs of holding castuidity) and
therefore positively influences firms' performance.

V.CONCLUDING REMARKS

The main objective of this paper was to explore the
relationship between firm ownership (ownership @rication
and type) and firm performance (ROA) on a sample of
Croatian listed firms during the period from 208 2010.
Empirical findings for Croatian listed firms showat more
concentrated ownership results in lower firm perfance.
Furthermore, the results indicate that foreign calad
&roatian companies on average generate perfornthates
superior to that of domestically controlled compsni
Furthermore, even though we found that private awne

As expected, dummy variable presenting domesticedwncompanies achieved higher level of profitabilityarh state

companies (DOW) has a negative and significanu@rfte on

969

owned companies; this variable was not statisticall
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significant. Regarding the control variables in@ddin the
model, it can be stated that the age of the firine @nd
liquidity have a positive and statistically signdint influence
on profitability, while the influence of the assmeirnover is
insignificant.
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