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ABSTRACT

This study examines the relationships among family ownership, board composition, and
financial performance in Taiwan. Panel data was collected from the companies listed on the
Taiwan Stock Exchange (TSE) and Over-the-Counter (OTC) Market. The matching approach
was applied to construct our sample of family-controlled business group and
non-family-controlled business group. The empirical finding shows that: (1) the financial
performance (ROA and ROE) of family-controlled business group is significantly better relative
to non-family-controlled business group, which implies that family-controlled business group’s
alignment effect is stronger than entrenchment effect in Taiwan’s capital market; (2) The
percentage of outside directors and the percentage shareholding of outside blockholders are
positively associated with financial performance, while CEO duality is negatively associated
with financial performance; (3) The percentage of outside directors has smaller effect on
financial performance for family-controlled business group than for non-family-controlled
business group ; (4) The board size is uncorrelated with the financial performance.
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