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s 0.054** 0.019* 1.151%** 0.517** 0.875***
H (0.025) (0.011) (0.320) (0.134) (0.191)
I -0.167*** -0.099*** -3.161*** -0.554*** -1.068***
T (0.004) (0.004) (0.082) (0.132) (0.191)
Adj. R2 0.825 0.917 0.594 0.791 0.790
s ff By 477 477 477 475 475
[’ﬁ[?f 3k fixed fixed fixed random random
F statistics 9.092*** 19.576*** 2.756*** 3.593*** 3.411%*
\ statistics 0.032 0.223 2.519 4.146* 2.826*

*L'W AR 5 ¥R K 10%EE, IS YE 5 Y BY%EEE, I TE > YT A Yol v o
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effects model = 5 7 FIBFIPY ff FRESUT IR hs -
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Internal Governance Mechanisms and
Corporate Performance - A perspective on
Ownership Structure and Board
Characteristics

Junc-Hua HUNG, Hsiang-Ju CHEN, Yu-CHen WANG *

ABSTRACT

This paper examines the relationships between internal governance mechanisms, ownership structure and
board characteristics, as well as corporate performance of listed firms in Taiwan. The sample contains 477
observations for the 1995 to 2000 period. In the univariate analysis, we found that whether using accounting or
market performance proxies, high-tech industries outperformed traditional industries. There also significant
differences in insider ownership, debt ratio and board compensation between the two groups. We selected the
fixed effects model or random effects model based on test statistics. The empirical results from five
performance models using different performance proxies are similar. The relationship between insider
ownership and performance is non-linear. Blockholder ownership and outside directors’ proportion are
significantly positive and ownership concentration, institutional ownership and duality are significantly
negative. Only board size shows conflicting results between the accounting and market proxy models.
Control governance mechanisms, debt ratio and board compensation, are significantly positive in relation to

corporate performance.

Keywords: ownership structure, board characteristics, corporate performance, fixed or random
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