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[bookmark: _Toc54277702][bookmark: _GoBack]1.0Introduction

In the present era, many organizations are facing challenges with regards to their operations. A critical point of focus is the Agency problem and its implications. With regards to the theory of Agency problem, it revolves around the problems associated with agency and the solutions provided. As time proceeds, however, the agency problem is taking different perspectives in terms of the costs involved to deal with the problem and the various forms. Developed by Adam Smith, the Agency problem is a motivating factor towards developing the perspectives of the agency theory. For better understanding of the agency theory, it is necessary to evaluate the types of agency problems with respect to the parties and issues involved. The first type of agency is between the agents and principals arising from attitudes in risk sharing together with asymmetrical of information. The second type of agency problem is between the major and minor shareholders. Finally, it is the problem arising from creditors and owners of a business.
[bookmark: _Toc54277703]2.0Agent problem

Agency problem between agents and principals of a business is on the rise based on the ownership and control of a business. After the inception of a business, the owners of organizations assign duties to managers entrusted with running of the business. Through assigning tasks to managers, the owners are with the expectation the managers will work to benefit them (Paanda and Leepsa 2017). Interestingly, however, is that mangers work towards improving their welfare in terms of compensation. Based on human behavior, it is arguably that human beings work towards a behavior which is self-satisfying to their needs and wants. As a result of the misalignment of goals between the owners of a business and the managers, gives rise to a conflict known as conflict of principal and agent. 

[bookmark: _Toc54277704]3.0The principal problem

When a business is formed, there are parties who have contributed to the formation of a business in terms of the resources invested. These parties for this matter can be categorized as either major shareholders or minor shareholders. From a business perspective, major shareholders are persons with greater shares in an organization as compared to other people/ persons. Minor shareholders on the other hand are those having a lesser share as compared to the major shareholders. Paanda and Leepsa continue to argue that having greater voting rights with respect to policies in an organization, major holders to greater extent dictate the running of a business. Important to note is that decisions by major shareholder can be in conflict with the expectations of minor shareholders. As a part of the agency problem, major shareholders and minor shareholders play a role in the agency problem. 
[bookmark: _Toc54277705]4.0The creditor problem

In starting a business, various projects are bound to be initiated which requires a considerable amount of financial resources.  Some of the projects a business undertakes are risky which resultantly can translate into financial loss Besley and Ghatak (2014). Through expecting a higher return in a business project, the owners of a business will invest in risky projects that can turn out to be either successful or a failure. In the instance where a project is successful, the owners enjoy maximum returns and profits. Alternatively, the project can fail resulting to the creditors transferring share of losses to the business owners. Based on this financial problem, it leads as a contributor to the agency problem.
[bookmark: _Toc54277706]5.0Conclusion

With agent problem, principal problem and creditor problem being main factors in agency problem, their ought to be a mechanism in addressing this type of conflict. Some researchers have argued stringent measures such as inclusion of independent directors, adequate executive compensation and sourcing for competent managers will offer counter strategies in dealing with the agency problem. Operations of organizations do not operate within a vacuum and businesses should therefore asses their position before adopting any of the counter-strategies measures in handling of the agency problem.
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