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Abstract

Ownership concentration and financial performance are linked by two conflicting theoretical per-
spectives—the “incentive-alignment” and “entrenchment” hypotheses. Most existing studies remain
confined to empirical tests of the direct effect and have engaged only insufficiently with the “financing
constraints - financial performance” line of research, lacking a systematic characterization, within a
unified framework, of the internal transmission mechanism connecting the two. Starting from the
trade-off between private benefits of control and monitoring incentives, this paper builds a parsimo-
nious theoretical model and derives an inverted-U-shaped relationship between ownership concen-
tration and financial performance. It further treats financing constraints as a key mediating channel
linking the two: ownership concentration influences a firm'’s external financing premium by altering
the degree of information asymmetry and second-type agency costs, thereby exerting a nonlinear in-
direct effect on financial performance. On this basis, the paper proposes several testable theoretical
hypotheses and, through a contextual-moderation analysis, examines how the nature of ownership
(state-owned versus private) affects the above mechanism. The study provides a unified analytical
perspective for integrating the relationships among ownership structure, financing constraints, and
financial performance, and offers both theoretical and policy implications for improving corporate
governance structures and alleviating firms’ financing constraints.
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Table 1. Summary of representative views on the relationship between equity concentration and financial performance
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Table 2. Main symbols and their meanings in the model
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