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The principal—agent theory asserts that public firms’ performance is driven by efficient capital
and labor markets but is silent about non-listed private companies, which are less permeable
to market forces (both capital and labor) than are public companies. We propose and test a
2 x 2 framework distinguishing owner-controlled vs. agent-led firms from firms with a flat vs.
multilayer organization. Our findings provide highly contrasted results and raise important issues

for further study of private firms. Copyright © 2003 John Wiley & Sons, Ltd.

INTRODUCTION

Most of what we know about agency problems
in business organizations comes from the princi-
pal—agent theory, which presumes publicly owned
firms and separation of ownership and control
(Jensen and Meckling, 1976; Jensen, 1998). Pri-
vate firms have received relatively little theoretical
and empirical attention despite their importance
in worldwide wealth creation and business forma-
tion. In the United States, according to the Inter-
nal Revenue Service report (1996), 95 percent of
firms with $5 million or more in annual revenues
are privately held. For countries where stock mar-
kets are small, private companies account for more
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than two-thirds of the GDP (La Porta, Lopez-de-
Salanes, and Shleifer, 1999).

Perhaps private firms have received relatively
little scrutiny based on a belief that extant
principal—agent theory sufficiently applies to
the case of private firms. However, from an
agency perspective, private companies exhibit
four important distinctive characteristics. First,
private firms are effectively isolated from capital
market pressures (Gersick et al., 1997; Schulze
et al., 2001). Second, their labor market appears
to be less efficient than for public companies,
due to an oft-observed decoupling between an
agent’s employment contract and a principal’s
expected performance (Besanko, Dranove, and
Shanley, 1996; Gomez-Mejia, Nunez-Nickel, and
Gutierrez, 2001). There can be an inefficient job
selection process due to a self-serving attitude by
principals called nepotism (Singell and Thornton,
1997). Third, by definition, private ownership
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does not offer the same palette of internal
incentives as does public ownership. Rewards
cannot be directly based on stock value increase,
for instance, and often their owners do not
want to dilute their control of the firm (Pagano
and Roell, 1998). Finally, performance itself can
have very idiosyncratic definitions, depending on
the shareholders’ conceptions of their company’s
goals and missions. Therefore, private ownership
deserves separate consideration as far as agency
problems and their relationship with performance
and efficiency are concerned.

The purpose of this research is to test two
agency theory tenets on private firms’ performance
measured by productive efficiency. We distinguish
private firms according to their ownership con-
trol and organization. We propose that (1) owner-
controlled firms are more efficient than agent-led
firms, and that (2) flat firms are more efficient than
multilayer firms. We use data from 162 privately
held French firms and find contrasting results.

MORAL HAZARD, ADVERSE
SELECTION, AND OWNERSHIP
CONTROL

In characterizing the first dimension of our 2 x 2
framework, ‘ownership control,” we consider two
situations. In the first, the owners and the con-
trollers are one and the same, e.g., friends or
family members. This depicts the case of owner-
controlled businesses,! where the owners partici-
pate in the management of their company (Litz,
1995). In the second, the owners neither control
nor manage the business. They hire and delegate
the management of the firm to professionals. We
call these firms agent-led businesses.

Agency theory states that information asymme-
tries lead to two main types of problems that
reduce a firm’s efficient use of its assets, namely
productive efficiency. Moral hazard is the risk
of non-compliance of an action by an employee.
In theory, complete contracts, whether explicit or
not, present a guarantee in reducing the harmful
effects of moral hazard on efficiency (Milgrom and

! While there exist several types of joint-ownership-and-control
companies, e.g., ‘friendship’ companies—i.e., created and devel-
oped by a small group of friends as typified by Microsoft and
Apple when formed—family firms represent the preponderance
of joint ownership and control firms (see, for instance, La Porta
et al., 1999; Simon, 1996).
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Roberts, 1992). Adverse selection refers to a situa-
tion where ex ante opportunism benefits the agent
who hides information or gives erroneous infor-
mation. Internal governance mechanisms (board
of directors, decision hierarchies, and incentive
structures) help compensate for adverse selection
(Fama and Jensen, 1983). However, the possi-
bility of drawing near to complete contracts and
of designing efficient internal governance mecha-
nisms depends on the relationship between owner-
ship and control of the firm (Jensen, 1983).

In an owner-controlled firm, ex post uncer-
tainty and contract incompleteness are reduced to
a minimum (Alchian and Woodward, 1988). These
firms’ members share a common destiny, and they
are likely to curb their opportunistic behavior in
order to increase their firm’s productive efficiency
and their own wealth (Jensen, 1983). In effect,
union between ownership and control reduces a
self-utility maximizing attitude by agents and an
inefficient use of resources (Fama and Jensen,
1983). Notably, the ‘completeness’ of the con-
tract comes from a joint history, a common prop-
erty, and a shared destiny in owner-controlled
firms (Williams, 1992). As shareholders control the
firm, the internal governance mechanisms are less
costly than for agent-led firms. Common objec-
tives in terms of securing common wealth and
integrity reduce the likelihood of both ex post and
ex ante opportunistic behaviors. Hence, the union
of ownership and control reduces moral hazard and
adverse selection. Therefore:

Hypothesis 1: On average, owner-controlled
private firms are more efficient than agent-led
private firms.

Moral hazard, adverse selection, and
organization

The second dimension of our 2 x 2 framework
relates to an organization’s characteristic of the
firm: simple vs. multiple levels of principal—agent
relationships. Previous studies have shown that
organization structure influences performance
where moral hazard and adverse selection are
problematic (Geeraerts, 1984). Williamson (1975:
150) postulated differences in ‘goal pursuit
and least-cost behavior’ depending on the form
of organization. Ouchi (1980) differentiated
among markets, hierarchies, and clans using two
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dimensions related to organizational functioning:
goal incongruence and performance ambiguity.
Burton and Obel (1988) have shown that
organizational design influences how opportunism
expresses itself in organizations.

We characterize organization according to the
nature of the principal —agent relationship: namely,
whether the principal—agent relationship is direct
or indirect. In the first case there exists a direct
hierarchical contact between the owner and the
manager; i.e., the business has a flat organization.
In the second case the relationship is indirect. Here
the level of delegation of the owner is multiple;
i.e., the agent leading the business reports to an
organizational member (e.g., a member of the
board or a vice-president) who is herself an agent
dependent upon the owners. In this case, the firm
has a multilayer organization.

As far as moral hazard is concerned, the more
bureaucratized a firm, the higher the chances are
that agents will exploit complexity and engage
in logrolling (Williamson, 1985: 148-152). In
firms with a direct principal—agent relationship,
intrafirm contracts are less likely to suffer from ex
ante and ex post incompleteness than those of mul-
tilayer organizations because of a relatively lower
likelihood of strategic discrepancies both between
owners and managers, and among managers and
their subordinates (Tirole, 1986). In the case where
there is a direct principal—agent relationship, the
causal ambiguity in linking agents’ actions to a
firm’s productive efficiency is reduced, as both
goal incongruence and performance ambiguity are
lowered (Ouchi, 1980). Adding intermediate levels
of decision-making increases the risk of misleading
interpretations and hidden actions.

With respect to adverse selection, due to rela-
tional contracting and peculiar risk—performance
associations (Gomez-Mejia et al., 2001: 81),
the labor market is less efficient for private
firms than for public companies in attributing
performance-based wages, compensation (Heck
and Walker, 1993), and internal promotion
(Williamson, Wachter, and Harris, 1975: 272).
As a consequence, individual attribution of per-
formance is subject to interpretation (Ouchi,
1980: 135). This attribution problem is rein-
forced in private companies exhibiting multiple
principal—agent relationships due to the higher
odds of agents’ opportunism than for simpler
organizations. According to agency theory, con-
trol is more difficult when information asymmetry
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increases between the principal and agents and
when successive delegation increases managerial
discretion (Fama and Jensen, 1995). For instance,
in an international context, O’Donnell (2000)
shows that increased information asymmetry and
subordinates’ discretion account for the higher
likelihood of adverse selection in firms with multi-
level principal—agent relationships. In this respect,
multilevel principal—agent relationships in private
firms hamper the efficient use of resources. There-
fore:

Hypothesis 2: On average, flat private firms are
more efficient than multilayer private firms.

The following question concerns the interaction
between the control and organization dimensions
of our framework. First, it follows from Hypothe-
ses 1 and 2 that firms which are both owner-
controlled and flat are the most efficient. It is also
likely that multilayer agent-led firms present the
least efficiency. It is less obvious to compare a
multilayer owner-controlled firm with a flat agent-
led firm. The former has the advantage of being
owner-controlled, while the latter has the advan-
tage of being flat. Opposite arguments for the supe-
riority of one dimension over the other cancel each
other out and make it difficult to predict the rank
of order of these two midrange forms.

Hypothesis 3: The interaction of control and
organization types influences the performance
of private firms. Flat owner-controlled private
firms are the most efficient, multilayer agent-led
private firms are the least efficient, and the other
two combinations are moderately efficient.

Data source and sample

Evaluating a private firm’s performance raises
two concerns. First, access to information is dif-
ficult. Using public information may be mislead-
ing because private firms are not subject to the
same reporting requirements as public firms and
are often known to withhold certain data. Second,
published results may be contaminated due to tax
considerations. For example, a firm may wish to
smooth growth figures in order to reduce current
tax liability. In addition, it is problematic to collect
primary data since recognizing a priori a private
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non-listed firm’s governance form is very difficult
(Daily and Dollinger, 1993).

The data used in this research are an extract
from the 1997 survey completed by the Bank of
France (the French central bank). These data are
free from the above-mentioned perils owing to
the purpose for which it was collected and the
strict guarantees of confidentiality given by the
bank. Each year, econometricians from the Bank of
France formulate a representative sample of firms
operating in manufacturing industries. The inter-
views are conducted by Bank of France agents
specially trained on survey techniques in face-
to-face interviews with CEOs, using a computer-
aided questionnaire. For this kind of survey, the top
manager is considered the person with the most
comprehensive knowledge about the firm and its
strategy. The businesses are classified according
to the French equivalent of the SIC classification
(the NAF). Some criticisms may be leveled at such
data sources owing to their cross-sectional nature,
the risks of misunderstandings, or problems with
the measurement of variables, yet at the same time
the importance of PIMS for research in strategy
and management is widely recognized among aca-
demics and practitioners (Scherer and Ross, 1990).
Despite its limitations, the Bank of France data
source is representative of the industries concerned
and has been used in refereed, academic research
(Cool and Henderson, 1998).

The Bank of France allowed us to choose the
three industries with the greatest number of cases
at the 4-digit NAF code. After elimination of
firms with missing information, our final sample
comprises 162 private firms: 83 in the printing
industry (NAF 222C), 27 in the automotive part
industry (NAF 3437), and 52 in the chemical
industry (NAF 244C). The sample is representative
of the French industries considered.

Dependent variable: productive efficiency

The study of private firms’ performance poses sev-
eral challenges, particularly with respect to the
use of internal accounting measures. Private firms
are not inclined to reveal accurate economic per-
formance or, more exactly, they have incentives
to minimize their success. Barney (2002: 61-62)
notes difficulty in using accounting ratios (like
ROA) for intergroup comparisons. Demsetz (1997:
92-109) denounces ‘the use and abuse of account-
ing profit data’ and Schulze et al. (2001) urge
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caution in the use of such measures in the study
of privately held companies. In order to surmount
these difficulties, the dependent variable for perfor-
mance used in this study is productive efficiency,
which we assess using Data Envelopment Analysis
(DEA).

DEA has been used to address a range of
issues and research questions in the study of man-
agement and related disciplines, including perfor-
mance benchmarking within a network of retail
service outlets, international comparison of manu-
facturing performance and practices, best practice
identification, and the assessment of the impact of
technology adoption on firm performance, among
others. In the strategy field, DEA has been applied
only recently (see, for instance, Majumdar, 1998;
Majumdar and Venkataraman, 1998).

The DEA measure of productive efficiency is an
estimate of the percentage of theoretically possible
outputs obtained from a given level of inputs. The
DEA technique uses linear programming to esti-
mate the maximum potential efficiency for various
levels of inputs based on each firm’s actual inputs
and outputs. It then assigns each firm an efficiency
score (conventionally termed 6) ranging from 0
to 1 (for the best use of the available inputs). Tech-
nical details may be found in Majumdar (1998),
Charnes et al. (1994), and Seiford (1996).

From the data available in our study, we use four
inputs in the estimation of productive efficiency:
the total fixed assets, and the expenditures in
R&D, marketing, and education. All four variables
are 2-year averages (1996—-97) expressed in local
currency (French francs). The first input is a proxy
for the tangible resources available for the firm.
The last three deal with more intangible resources
(technology, reputation, and knowledge). We use
two outputs: gross profits and sales. These outputs
are raw variables that have not yet been ‘modi-
fied’ by private firms’ management. Gross prof-
its and sales are among the most used indicators
of private firms’ raw performance (Schulze et al.,
2001). Gross profits and sales are 2-year averages
(1997-98) and expressed in French francs.

There are two important considerations in apply-
ing the DEA technique. First, because produc-
tive efficiency is judged relative to other firms
in the dataset, DEA is sensitive to sizeable data
errors and outliers. We closely checked the data
for outliers and found none. Second, in order that
the comparison of the data on inputs and out-
puts among observations be valid, the firms in the
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dataset must be reasonably similar. We tested the
firms’ differences and found no significant differ-
ences in terms of age or size. Then we separated
the dataset into three according to industry, deter-
mining the efficiency scores for firms relative to
firms in the same industry.

Independent and control variables

We classify the firms in our study according
to responses on two questions from the Bank
of France questionnaire: (1) Is the firm owner-
controlled? and (2) Do the agents report directly
to the owners? The variable Ownership Control
equals 1 for owner-controlled firms and O other-
wise. The variable Organization equals 1 if there
is a flat organization and O otherwise.

We included available control variables measur-
ing factors thought to influence productive effi-
ciency: company size, supervision activity, busi-
ness growth, and risk.? Company size is an indica-
tor of a certain level of productive efficiency, accu-
mulated over a long time. Company size is mea-
sured as the logarithm of the average total head-
count over the previous 3 years (Lnsize). Super-
vision presumably has a positive effect on pro-
ductive efficiency. Supervision is measured as the
ratio of the total number of managers to the total
number of employees. Business growth controls
for business effects on a firm’s internal processes.
Business growth (growth) is measured by the 2
previous years average of the sales growth in the
business. Efficiency in the use of resources has
to be controlled for risk. Risk is measured as the
standard deviation of returns on assets over 3 years
(1996-98).

2 We thank the reviewers for their inputs on this section. As 0 is
an industry adjusted measure of efficiency, there is no need for
industry controls.
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RESULTS

Out of the 162 companies of the sample, 83 are
owner-controlled vs. 79 agent-led firms, while 82
are flat vs. 80 multilayer firms. Combining the
two dimensions leads to four subgroups: owner-
controlled flat (55 cases), owner-controlled multi-
layer (28), agent-led flat (27), and agent-led mul-
tilayer firms (52). No cell is over-represented and
on average no significant differences exist across
cells in terms of age or size of the firms.

Table 1 shows the descriptive statistics and the
matrix correlation for the sample. In general,
correlation coefficients are moderate and do not
violate the assumption of independence between
explanatory variables. Table 2 presents the results
of three analysis of variance models. Models 1
and 2 (ANCOVA models) test the main effects
only, ownership control (Model 1) and organiza-
tion (Model 2). Model 3 (MANCOVA model) tests
main effects simultaneously. After adjustment for
the covariate effects in the models, the means for
6 are: 0.57 for flat owner-controlled firms, 0.79
for multilayer owner-controlled firms, 0.70 for flat
agent-led firms, and 0.58 for multilayer agent-led
firms.

Results from Model 1 show that owner-con-
trolled firms have a greater productive efficiency
than agent-led firms. The F-statistic for Ownership
Control (4.18) is significant (p < 0.05), and the
means difference between owner-controlled and
agent-led firms is positive and significant (p <
0.05), giving a preliminary support for Hypothesis
1. Upon analysis of the 2 x 2 group means differ-
ences in Model 3 it appears that the main driver
of this relationship is the superiority of multi-
layer owner-controlled firms relative to multilayer
agent-led firms (the between-group difference is
positive and significant, p < 0.001). However, the

Table 1. Descriptive statistics and Pearson correlations
N =162 Mean S.D. 2 3 4 5 6
1 0 (productive efficiency)  0.552  0.253
2 Ownership Control 0.512 0.501 0.028
3 Organization 0.494  0.502 0.011 —0.321
4 Lnsize 4.722  0.883 0.130  —0477 —0.083
5  Supervision 0.132  0.099 0.043 —0.018 —0.140 —0.089
6  Growth 0.019  0.084 —0.091 —0.150 0.031 0.172  —0.150
7  Risk 0.233  0.506 0.168 0.237 —0.190 0.385 —0.157 0.161

In bold, significant at 1%.

Copyright © 2003 John Wiley & Sons, Ltd.
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Table 2. Analysis of variance: productive efficiency of private firms

N =162 Model 1 Model 2 Model 3
Main effect (univariate F)

Ownership Control 4.18*

Organization 0.05

Ownership Control x Organization 7.49%
Covariate model (standardized estimates)

Intercept 0.294% 0.2807 0.231%
Lnsize 0.182+ 0.175% 0.195*
Supervision 0.228* 0.215* 0.247*
Growth —0.173* —-0.177* —0.163*
Risk 0.342 0.375% 0.278*
Multivariate F 7.86* 821 6.83**
R? 20.1% 20.8% 23.6%
Means comparisons (pairwise z-test)

Ownership control

Owner-controlled vs. agent-led firms 0.08*

Flat owner-controlled vs. flat agent-led firms —0.13%
Multilayer owner-controlled vs. multilayer agent-led firms 0.21%
Organization

Flat vs. multilayer firms 0.01

Owner-controlled flat vs. owner-controlled multilayer firms —0.22
Agent-led flat vs. agent-led multilayer firms 0.12*
Interaction effects

Owner-controlled flat vs. agent-led multilayer firms —-0.01
Owner-controlled multilayer vs. agent-led flat firms 0.09t

tp <0.10; *p < 0.05; *p < 0.01; **p < 0.001

difference in productive efficiency between owner-
controlled flat firms and agent-led flat firms is neg-
ative and significant (although weakly, p < 0.10),
contradicting Hypothesis 1.

On the surface it appears that Hypothesis 2
is not supported. The F-statistic from Model
2 (0.05) is not significant. However, Model 3
sheds further light on this result. It appears that
owner-controlled flat firms significantly underper-
form owner-controlled multilayer firms (negative
and significant difference with p < 0.001 con-
tradicting Hypothesis 2) but that agent-led flat
firms perform better than agent-led multilayer
firms (with p < 0.01 confirming Hypothesis 2).
The conjunction of these opposite results explains
the nonsignificant coefficient for Organization in
Model 2.

Hypothesis 3 is not supported. In spite of a
significant difference among the types (signifi-
cant F), owner-controlled flat firms and agent-
led multilayer firms are not significantly differ-
ent. Notably, owner-controlled flat firms are not
the most efficient. For midrange types, the find-
ings give some support to the relative superiority

Copyright © 2003 John Wiley & Sons, Ltd.

of ‘control’ as against ‘organization’, since mul-
tilayer owner-controlled firms have on average a
significantly (p < 0.10) higher efficiency than flat
agent-led firms.?

Models 1-3 provide information on the covari-
ates contributing to a private firm’s productive
efficiency. As expected, the size of the company
is positively related to its productive efficiency as
well as the supervision effort of the firm. Busi-
ness growth appears to have a negative and sta-
tistically significant effect on a firm’s productive
efficiency. Finally, a higher efficiency is signifi-
cantly associated with a high variance of returns,
i.e., a higher risk.

DISCUSSION

Private owner-controlled firms have been consid-
ered to be an extreme case in agency research,

3 For validity check, we tested Model 3 with ROA as a dependent
variable and found a similar hierarchy between group means, and
similar findings.
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where ownership concentration is maximum and
for which extant theory applies. In this paper, we
argue that private ownership deserves our attention
as having potentially a distinct nature, and propose
a 2 x 2 framework for characterizing four broad
forms of privately held firms.

On the control dimension, our results support
the prediction that the owner-controlled firms are
more efficient than agent-led firms, but only where
the firm is multilayered. We offer two possi-
ble explanations. It may be the case that inter-
nal sources of conflict may be more difficult to
pacify in owner-controlled flat firms than in agent-
led flat firms. In case of conflict, owners have to
muddle through the problem among peers with-
out reducing the likelihood of moral hazard due
to the capital and labor constraints on private
firms. For agent-led firms the chance of resolu-
tion might be higher since the agent supposedly
has less strong relationships with the owners than
in the case of owner-controlled firms. A radi-
cal solution is indeed the agent’s departure. Sec-
ond, the negative consequences of altruism at the
principal level (i.e., nepotism) may directly dif-
fuse from principal to agents (since these firms
have a direct principal—agent relationship). In the
case of an indirect relationship, hierarchy might
represent a buffer against the diffusion of nepo-
tism—which may to help explain why multi-
layer owner-controlled firms outperform multilayer
agent-led firms.

On the organization dimension, results show that
a direct principal—agent relationship significantly
improves productivity when comparing agent-led
flat firms to agent-led multilayer firms. How-
ever, owner-controlled multilayer firms outperform
owner-controlled flat firms. We offer two possi-
ble explanations of this phenomenon. It may be
that owner-controlled flat firms tend to diversify
into multidivisional groups so as to preserve the
contract completeness at the business level. In a
sense, the M-form fragments the sources of uncer-
tainty, and therefore reinforces productivity at the
business level (Burton and Obel, 1988). In this
case, multilayer firms would correspond to more
diversified companies than flat organizations. A
second hypothesis would be that owner-controlled
multilayer firms are better equipped to deal with
incentive problems than simpler, owner-controlled
firms. In effect, a more structured organization
forces them to develop more elaborate governance

Copyright © 2003 John Wiley & Sons, Ltd.
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mechanisms.* Unfortunately, due to data limita-
tions, we are unable to offer conclusive evidence
for either interpretation.

Finally, concerning the interaction between the
two dimensions, multilayer owner-controlled firms
appear to be more efficient than flat agent-led
firms, indicating a potential predominance of the
‘control dimension’ over the ‘organization dimen-
sion’ in driving private firms’ efficiency. Own-
ership structure would matter more than organi-
zational structure in explaining a private firm’s
efficient use of its resources.

The principal limitations of this study concern
the use of a secondary data source and data reli-
ability, although we used objective characteristics
rather than perceptual data. More variables on the
owners’ characteristics would have been of inter-
est for this study. Also, this study is built on a
relatively small sample, concerning three indus-
tries. Therefore, the results obtained here should be
extended with caution to other industries. Finally,
the study deals with French data, and national con-
text may influence the application of agency-based
models.

From an empirical standpoint, the study pro-
vides a definition and an operationalization of a
private firm’s productive efficiency relative to a
firm’s comparable competitors. DEA is used as
an appropriate technique to calculate the produc-
tivity of firms in utilizing the available resources
for yielding two outputs: gross profits and sales.
This results in a different indicator from pre-
vious empirical agency studies that focused on
accounting ratios and performance—ill suited for
the study of private firms’ performance—rather
than on internal productive efficiency as a depen-
dent variable. In general, it is noteworthy that
in strategic management research there are few
cross-company comparisons of intrafirm alloca-
tions of resources (Majumdar, 1998). With oth-
ers, we believe that cross-company comparisons
and paired-sample studies should be systematically
preferred and undertaken while providing empiri-
cal tests of agency research.

4 Schulze et al. (2001) hypothesized and showed, using a cluster
analysis and family firms, that there may be two types of owner-
controlled firms: ‘one that recognizes the need to adopt the kind
of internal governance mechanisms used by successful, widely
held firms to compensate for the agency that they face, and
another that does not.” The former type might coincide with
owner-controlled multilayer firms and the latter with owner-
controlled flat firms.
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CONCLUSION

Our study bridges a gap between financial and
strategic management perspectives on agency and
performance. Scholars have argued that the agency
model explains firm behaviors and performance
(Amihud and Lev, 1981, 1999), while others
have demonstrated that in the absence of conflict
between owners and managers agency relation-
ships have little influence on firm decisions (Lane
et al., 1998, 1999). We used an agency-based the-
ory to predict private firm efficiency, but our
results show the weak predictability incumbent
to these hypotheses. We emphasized how the
nature of private firms differs from public firms.
These results induce us to consider the limitations
of the agency perspective in predicting private
firm efficiency and suggest the need to develop
more appropriate theories. Finally, this study is
an advance in a promising field of research, the
study of private firms’ governance conditions and
agency problems. Further research is needed to
confirm our preliminary results and characterize
private firms’ particular productivity enhancers and
impediments, such as the partial gift phenomenon
suggested by Akerlof (1982), relational contracting
(Gomez-Mejia et al., 2001), and altruism (Schulze
et al., 2001). Agency problems in private firms
merit separate consideration by researchers not
only because these firms represent more than half
of the annual GDP creation in most developed
countries but also owing to their unique gover-
nance characteristics.
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