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Determinants of the Performance in
Post-privatization

Sue-Jane CHIANG, Kuel-Yen WU

ABSTRACT

This paper examines the effect of partial privatization on firm performance and analyzes the determinants
of firm performance by ownership structure and control right. This study uses 20 share-issued privatization
firms to analyze the corporate governance of partial privatization in Taiwan. The empirical results show that
state ownership has negative impact on firm performance and the state control right has positive impact on firm
performance. The reason may be due to the fact that the firms in partial privatization need to be supervised
by the government under the process of diffusing private ownership. In addition, improvement in performance
is associated with certain aspects of corporate governance. The improvement in performance is better for those
firms which have second largest shareholder with more seats on board of directors. Besides, the more the
deviation from the corporate governance is, the worse the firm performance is. The key to the improvement
in performance is not only with the transferring of the shareholdings, but also with the induction of new

management team which is the second largest shareholder with more shareholding.
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