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Abstract

Zombie companies, as one of the major challenges in the economy, refers to the situation of companies that,
without sufficient financial capacity and optimal performance, continue to operate solely by relying on financial
support or special facilities. The existence of these companies in the economy will lead to a lack of optimal
allocation of financial resources, reduced productivity growth, loss of investment opportunities, and ultimately
recession.Given that governments are considered to be the main pillars and players in the economy and their
performance is influential in the emergence and survival of zombie companies, this study examines the effect of
government ownership on the zombie nature of companies listed on the Tehran Stock Exchange. The results of the
study indicate that state ownership is one of the factors that can play a role in the zombieization of companies. In
fact, the results showed that there is a significant and positive relationship between state ownership and
government-affiliated institutions and the zombieization of companies. In other words, as the percentage of state
ownership and dependence on government institutions increases, the zombieization of companies also increases.
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In developing countries, especially in
economies where the government plays a
prominent role in the management and
ownership of companies, the impact of
government ownership and government-
affiliated institutions on the survival and
zombieization of these companies is an
important issue in the field of economic
management and policy-making. In such
economies, government institutions may
support and back companies that are in crisis in
terms of productivity and profitability for
reasons such as job creation, preventing
economic recession, political or social
incentives, and generally non-economic
agendas. Although this support can prevent
company bankruptcy in the short term, in the
long term it will hinder structural reforms,
adjusting inefficiencies, and the exit of weak
companies from the market. This leads to the
zombification of companies, a process in which
financial resources that should be directed
towards productive sectors of the economy are
diverted to inefficient companies, thereby
exacerbating a cycle of stagnation and
inefficiency in the economy.

The statistical population of this study includes
all companies listed on the Tehran Stock
Exchange. The research period is from 2015 to
2019. Also, in this study, a sample of 167
companies was selected from the statistical
population of companies listed on the Tehran
Stock Exchange based on the following criteria:
a) Considering the time period of access to
information (1394-1400), the company must
have been listed on the Stock Exchange before
2015 and its name must not have been removed
from the list of mentioned companies by the end
of 2019;

b) To increase the ability to compare and
harmonize the conditions of the selected
companies, the companies' fiscal year must end
at the end of March of each year;

¢) Due to the lack of clarity in the demarcation
between operational activities and financing of
financial companies (investment and financial

intermediary companies, banks, financial
institutions and insurance companies, etc.),
these companies have been excluded from the
sample.

The results of this study show that state
ownership can have a significant impact on the
zombie nature of companies listed on the
Tehran Stock Exchange, but this impact is not
observed in all conditions in the same way. In
examining the first hypothesis, no significant
relationship was observed between state
ownership and the zombie nature of companies,
and the first hypothesis was rejected. This
finding indicates that, in general, the existence
of state ownership alone cannot have a direct
impact on the zombie nature of companies.
However, the findings related to the second
hypothesis showed that there is a significant and
positive relationship between state ownership
and state-affiliated entities and the zombie
nature of companies. This result indicates that
the higher the percentage of state ownership, the
higher the probability of companies becoming
zombies. These findings emphasize the
complexity of the relationship between state
ownership and company performance. On the
one hand, the public sector can prevent major
problems in companies due to its access to
financial resources and executive power, but on
the other hand, increasing the share of state
ownership can lead to managerial inefficiency,
imposing uneconomic policies, and excessive
dependence on state support, which ultimately
increases the likelihood of companies becoming
zombies. This is in line with the findings of
other researchers who have introduced state
ownership as a potential factor for poor
performance and reduced efficiency of
companies. Based on the results of the study, it
can be concluded that policymakers and
economic decision-makers should pay special
attention to the ownership structure of
companies and avoid excessively increasing the
share of state ownership and companies'
dependence on state support. Identifying
zombie companies and reducing unnecessary
facilities or subsidies to these companies can
help improve market efficiency and prevent
inefficient allocation of resources. It is also
suggested that strategies such as real
privatization, transparency in management, and
improved monitoring of the performance of
these companies be used to reduce the negative
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effects of state ownership.Finally, this research
has limitations, including the time limit (2015-
2017) and the focus only on companies listed on
the Tehran Stock Exchange. Therefore, it is
suggested that future research should also
examine the effect of state ownership on the
zombie nature of companies in other industries
and markets.

Reforming state ownership policies: The results
of this study show that state ownership can be
one of the factors affecting the zombieization of
companies. Therefore, it is suggested that
economic policymakers focus more on
improving the productivity and efficiency of
this sector by reforming the state ownership
structure in companies. This reform can be done

by reducing the share of state ownership and
transferring it to the real private
sector.Increasing financial and management
transparency: State-owned companies should
be subject to closer supervision and greater
transparency in their financial and management
performance to prevent any inefficiency.
Establishing a coherent supervisory system can
reduce the possibility of irrational support for
zombie companies.ldentifying and managing
zombie companies: It is suggested that solutions
be provided to accurately identify zombie
companies and avoid allocating subsidies or
government resources to them. In this regard,
independent committees can be formed to
assess the performance and liquidity status of
companies.
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