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Abstract

Most previous studies focus on the effect of ownership structure on firm
performance. Different from studies from other countries, the institutional setting in
Taiwan concerning minimal board members shareholdings required by the “Rules and
Review Procedures for Director and Supervisor Share Ownership Ratios at Public
Companies (the Rules henceforth)” provides a unique research opportunity to
examine the effect of the Rules on firm performance.

Based on a sample of general industry firms listed in Taiwan Stocks Exchange
over the period of 2005 to 2011, this study investigates whether companies with board
members holdings more shares than required shareholdings by the Rules have better
firm performance. This study employs return on assets, return on common
stockholders’ equity and earnings per share as measures for firm performance, and
difference in shareholdings over the required shareholdings as the primary
explanatory variable. After controlling for governance related and firm characteristic
related variables, the empirical results indicate that firms with positive differences in
board ownership from the required shareholdings by the Rules have better
performance. This empirical evidence implies that the legislative purpose of the
Rules—enhance firm performance through the alignment of ownership interest— is
supported.

Key Words: Corporate Governance, Ownership Structure, Board Members
Shareholdings, Firm Performance
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-8 TR&ERF LT
A BT RET G- R 4 41T L ORR g Rk At st

% 4-1 F7 7 % #icz it 2uit £ (n=5,307)

variable mean p50 p25 p75 sd max min
ROA 3.582 4.640 0.560 9.060 10.949 38.880 -66.260
ROE 4310 8.080 0.620 15.890 25.755 65.280 -172.750
EPS 1.534 1.200 0.050 2.940 3.186 14.980 -8.780
BSSHDIF 15.477 11.170 4.690 21.710 14.988 94.500 -14.330
INDBSTR 12.122 0.000 0.000 28.571 15.823 75.000 0.000
INDSSTR 7.631 0.000 0.000 0.000 16.888 100.000 0.000
BPLDG 9.901 0.000 0.000 10.430 19.706 100.000 0.000
SPLDG 8.125 0.000 0.000 0.000 22.051 100.000 0.000
RD 3.587 1.191 0.065 3.484 14.214 518.955 0.000
LEV 45318 44.500 30.050 56.730 22.585 203.120 5.300
SIZE 15.602 15.515 14.655 16.379 1.481 21.272 10.356
ROA_LAG 3.930 4.900 0.690 9.520 11.111 38.880 -66.260
ROE_LAG 4.658 8.420 0.660 16.950 26.039 65.280 -172.750
EPS_LAG 1.565 1.250 0.060 3.020 3.194 14.980 -8.780
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% 4-2 Pearson #p Bf 4 #icie '

ROA ROE EPS BSSHDIF INDBSTR INDSSTR BPLDG SPLDG RD LEV SIZE ROA-LAG ROE_LAG
ROE 0.75 1
0.00
EPS 0.82 0.67 1
0.00 0.00
BSSHDIF 0.10 0.05 0.09 1
0.00 0.00 0.00
INDBSTR 0.12 0.07 0.18 -0.02 1
0.00 0.00 0.00 0.09
INDSSTR 0.10 0.08 0.11 0.02 0.47 1
0.00 0.00 0.00 0.22 0.00
BPLDG -0.08 -0.02 -0.11 -0.10 -0.13 -0.08 1
0.00 0.11 0.00 0.00 0.00 0.00
SPLDG -0.02 -0.01 -0.05 -0.06 -0.13 -0.06 0.39 1
0.18 0.52 0.00 0.00 0.00 0.00 0.00
RD -0.16 -0.12 -0.09 -0.05 0.12 0.07 -0.05 -0.04 1
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
LEV -0.38 -0.16 -0.28 -0.07 -0.11 -0.04 0.19 0.06 -0.11 1
0.00 0.00 0.00 0.00 0.00 0.01 0.00 0.00 0.00
SIZE 0.27 0.27 0.28 0.06 -0.11 -0.05 0.15 0.16 -0.15 0.09 1
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
ROA_LAG 0.64 0.48 0.57 0.07 0.14 0.11 -0.06 0.00 -0.14 -0.34 0.30 1
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.98 0.00 0.00 0.00
ROE_LAG 0.11 0.02 0.06 -0.01 0.02 0.02 0.01 0.01 -0.03 -0.14 0.06 0.11 1
0.00 0.21 0.00 0.51 0.12 0.27 0.69 0.67 0.07 0.00 0.00 0.00
EPS_LAG 0.55 0.43 0.71 0.07 0.19 0.11 -0.09 -0.03 -0.06 -0.26 0.30 0.76 0.07
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.00 0.00 0.00 0.00 0.00

BE RIS 1%EF T RIL o & R F (7 ApM REE (75 p-iE o ROAFT A4FpW 5 5 ROEKL L £ 4F ¥ 5 5 EPS:# " ¥ 4 ; BSSHDIF: 3% i = fic £
2 % ; INDBSTR:b = & % /4 =0+t & 5 INDSSTR:fb 2 & % 4§ =t vt 5§ ; BPLDG: & 45 % 740 vt 5 ; SPLDG: § %A #F R Ff vt X S RDAEF F * w0 5 T LEVI| §
v S SIZE:F AP p A ¥#Ec ) ROA-LAG:w - # F A 4R 5 s ROE_LAG: i - )" A Z4FFY 5 S EPS_LAG: s - ) 5 @4k - H =5 %
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% 4-3 4 # Spearman 4p M i #caE'E o 4 4-3 Spearman Ap M fhdcs 1755 % B
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RAWFE T RARINF S 27 EHRBE I M ApE % - ROE &
TEFRFTR L F FEF IR ERARAL AR AT EFE -
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EPSEFEHFRA AR - H2FTEFRAIVF - H2ERARI T 07 R
BWHMATIPM e s B F EPSEFTEHFR TR S~ v 35 MR f b
T FHFEPSEERALFRFTR I F EFF TR ME AP L Y

d ¥ 4r o Ak 2 %8 ROA - ROE ~EPS B & 2 B % 8 & #/L S e
PEG T HRIAAM AR RT AR RS R EB T TR T 5 b
FEBRARAVEF P RE R AT PG RE SRR KT E SR
TRy Ry FRMARIAM AT EF SRR EERAFRTR 55
MR AAPM L AREE B F BT ER TG MRS MR L AN
He 3 alFS 3 A HEFLES S 2ipdl¥Es -  ROA ~ %1 - ¥ ROE ~ % -
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#. 4-3 Spearman #p B % #icae L

ROA ROE EPS BSSHDIF INDBSTR INDSSTR BPLDG SPLDG RD LEV SIZE ROA-LAG ROE_LAG
ROE 0.94 1
0.00
EPS 0.94 0.93 1
0.00 0.00
BSSHDIF 0.09 0.08 0.10 1
0.00 0.00 0.00
INDBSTR 0.16 0.15 0.18 -0.07 1
0.00 0.00 0.00 0.00
INDSSTR 0.13 0.13 0.13 -0.02 0.50 1
0.00 0.00 0.00 0.12 0.00
BPLDG -0.07 -0.05 -0.06 -0.08 -0.17 -0.11 1
0.00 0.00 0.00 0.00 0.00 0.00
SPLDG -0.02 -0.02 -0.01 -0.03 -0.15 -0.08 0.42 1
0.09 0.15 0.28 0.01 0.00 0.00 0.00
RD 0.02 -0.03 -0.01 -0.13 0.29 0.17 -0.09 -0.10 1
0.10 0.05 0.47 0.00 0.00 0.00 0.00 0.00
LEV -0.32 -0.15 -0.21 -0.02 -0.08 -0.02 0.14 0.05 -0.28 1
0.00 0.00 0.00 0.11 0.00 0.27 0.00 0.00 0.00
SIZE 0.17 0.22 0.29 0.05 -0.13 -0.07 0.26 0.22 -0.17 0.20 1
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
ROA_LAG 0.70 0.65 0.70 0.06 0.21 0.15 -0.05 -0.02 0.08 -0.30 0.21 1
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.26 0.00 0.00 0.00
ROE_LAG 0.68 0.66 0.71 0.07 0.21 0.16 -0.04 -0.01 0.03 -0.18 0.26 0.97 1
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.46 0.04 0.00 0.00 0.00
EPS_LAG 0.67 0.65 0.75 0.08 0.22 0.15 -0.05 -0.01 0.04 -0.20 0.32 0.94 0.96
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.56 0.00 0.00 0.00 0.00 0.00

B REIDGEE 1%EFRIL - LR p M EE > 75 p-iE o ROAT A4Ff S  ROE K 5 F ¥ 5 5 EPS:* i ¥ & ; BSSHDIF: 35 5 & fic £
2 % ; INDBSTR:b = & % /4 =0+t & 5 INDSSTR:fb 2 & % 4 /i =0t & BPLDG: & 45 % 40 vb 5 ; SPLDG: § %A #F R Ff vt X S RDAEF F * w0 5 D LEVIE §
e S SIZE:F AP p A H#c ) ROA-LAG:w — #p T A 3FF¥ 5 s ROE_LAG: - ' A Z 3R FY 5 S EPS_LAG: s - ) B @4k - H =5 %
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ZE REREAH

244~ 2 45446 5 UFAEMF ROA~ %L 54/ 5 ROE 2 & %
F4 EPS o ALjR R ez OLS R i JF il #4755 % o & 4-4F F LT AP
% ROA 3k f2f§ # B OLS it fF A 47 % % -

F4-4 8 TR A B e F AP S ROA 2 M 5514 (n=5,307)

Variable Model 1 Model 2 Model 3 Model 4

BSHDIF 0.0284™"
0.0002
INDBSTR 0.0078 0.0092
0.3365 0.2602

INDSSTR 0.0318™" 0.03117"
0.0000 0.0001
BPLDG -0.0120° -0.0100 -0.0082
0.0752 0.1424 0.2277
SPLDG -0.0094" -0.0082 -0.0073
0.0723 0.1183 0.1638

RD -0.0696"" -0.0701"" -0.0740™" -0.0727"
0.0002 0.0002 0.0002 0.0002

LEV -0.1001°" -0.0983"" -0.0985™" -0.0974"™
0.0000 0.0000 0.0000 0.0000

SIZE 0.7487"" 0.7963"" 0.8264"" 0.8063""
0.0000 0.0000 0.0000 0.0000

ROA_LAG 0.5424""" 0.5402""" 0.5320"" 0.53117"
0.0000 0.0000 0.0000 0.0000

YEAR_D 0.6592"" 0.6395™" 0.9854™" 0.9900™"
0.0017 0.0023 0.0000 0.0000

_CONS -5.7267" -6.3343™" -7.2646"™" -7.4794™
0.0001 0.0000 0.0000 0.0000
R? adj 0.4867 0.4876 0.4901 0.4915
F-stat 299.0997 217.6862 172.7721 157.9723
Prob > F 0.0000 0.0000 0.0000 0.0000

S ok solok
P

A 5l i 4 id p-value <10%, 5%, 1%« & f R HIDG fFL 1%E F 1 &2 - ROAIF AR 5 5
BSSHDIF:4% % = #c £ 2 #c; INDBSTR: b > & & /4 =+ & INDSSTR:jb = & % 4 A =t * 5 ;BPLDG:
FEHFLTH0L % SPLDG: B A R b % 5 RDFFH § % 0 % 5 LEV:§ 04 5 5 SIZE:
F AP Rl ROA-LAG:w - # F AP S ; YEAR D:F & & <2008 & > Bl 5 1> BRIA
0- 5%
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Model 1 #FE3HF745 % % v f b~ 2 P 440~ % - % ROA % #241
F#coModel 2 % 4v F iR BT FHFLF P L F 2 T FASFLF L 5 Model
3L AR BB FE R IV F 2 e TR AR L F 0 Model 4 IR 4 »
AR REETHOLS L Bl B¢ A B RO KkiEA w5 04867
0.4876 ~ 0.4901 ~ 0.4915 > * & #-A|enfaffa 4 o B ¥k o

Model 1 it §F 5% % &1 » P13 § FOH v F (7% 8-0.0696 » P-value 0.0002) ~ §

Vo 5 (% #12-0.1001 > P-value 0.0000)22 ROA R 3 ¥ f w M > L 78R 7 8 B
FELIARAAST %»A*“ﬁ”mpﬁ47"‘ &p%ﬁ§4<’%iﬁ~”ﬁ
#%%J’ﬁﬁﬁaﬁ$ml4’ﬁﬁpﬁgﬂﬁ ng&@mT’%%ﬁa
gﬂ}i__'_»—g,:?,{,méxF.LLfyl\}rgFﬂb_r‘]'fj 7 2*13 gl}\:—:\/é ﬁé#’kg
FIffrck R Gy FERFRGEF > A F NP H00 ¥ 2P R (R
0.7487 » P-value 0.0000) ~ @ — # ROA (% #c 0.5424 > P-value 0.0000)¥2 ROA % 31

HMELw MG A7 27 REH < ¢ F5 RERNPE & 27 L § 5 f
%,57—ﬂﬁQ5§%$ﬁ#g,gh—ﬂ%ﬂ¥g o m Y Bk T
- By giE o prd)E B oS %% YEAR D om0 Tiam 3 > 2008 £ 152
IR I R Ed

Model 2 3 » & ¥ %40 ¢ 5 (75 8-0.0120 » P-value 0.0752)% & % A %
B vt 5(7% 8-0.0094 > P-value 0.0723) > H 22 ROA & RA F f » B %
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