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Abstract;

This paper assumes that there are two specific Ownership
Structure (OS) paths that determine the direction of firms’
performance. On the one side, entrenchment path where it
obviously expresses some opportunistic behaviors from
managers or misuse of funds and investments. In case of that,
Capital Structure (CS) will maintain higher Weighted Average of
Cost of capital (WACC) (inefficient CS). Hence, both OS and CS
will negatively affect EQ level. On the other side, alignment path
where  management perfectly reconciles different OS
requirements (e.g., informative, financial, and Investment). In
case of that, CS will maintain lower WACC (efficient CS).
Hence, both OS and CS will positively affect EQ level.
Altogether, this paper provides a comprehensive understanding
about the influence of OS and CS on EQ.

Keywords: Ownership Structure, Capital Structure, Earnings
Quality, Entrenchment path, Alignment path.
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