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The purpose of this paper is to examine the effect of ownership
structure and board characteristics on firm performance from the
perspective of core agency problem. In addition, we also investigate the
monitoring effect of insider ownership, and institutional ownership. The
empirical results indicate as follows : First, managerial ownership is
positively related to firm performance and hence supports
convergence-of-interest hypothesis, but the family ownership is
negatively related to firm performance. Second, as controlling right
deviates from cash flow right, firm performance is getting worse, that is,
core agency problems become more serious in the firm. Third, both
managerial ownership and family ownership have a nonlinear relationship
with firm performance. Firm performance increases as managerial
ownership increases up to 25% and then declines after 25%. However,
firm performance increases as family ownership increases up to 20% and
then declines between 20% and 50% and then increases again after 50%.
Finally, classical owner-manager conflict is more costly than that of

conflict between family and minority shareholders in family firms.
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