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The Influence of Institutional Ownership and Firm
Characteristics on Debt Financing Decision

Chao-Chiung Wu

National Kaohsiung First University of Science and Technology

Jian-Hsin Chou

National Kaohsiung First University of Science and Technology

Abstract

For the purpose of pursuing the maximization of firm value, firms have to raise
external source of finding if the internal funds for supporting operating activities and
investment projects are insufficient. There may be different considerations for the
firms in determining their financing policies. This study aims at exploring how
institutional ownership affects debt financing and investigates the influence of
corporate’s characteristics, including firm size, industry type, growth opportunity and

credit rating on the choice of debt financing.

The empirical results indicate that institutional ownership is the main factor
affecting the choice of firm’s debt financing. The larger institutional ownership and
firm size, the more likely that firms will use the corporate bond to raise the funds.
Moreover, we conclude that the manufacturing companies tend to adopt bank loan to
raise funds; the firm with higher growth rate is more likely to adopt bank loan as the
main source of debt financing. Finally, the firm with worse credit rating is more

likely to adopt bank loan as the main source of debt financing.

Key words: Firm Characteristics, Debt Financing, Institutional Ownership
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A. 547 % %(n=5960)

¥ L B| i Bt i T o B A
HOLD 0.00 0.99 0.37 0.23
SIZE 12.07 21.13 15.90 1.29
INDUSTRY 0.00 1.00 0.80 0.40
Tobin’s Q 0.00 25.81 1.44 1.21
TCRI 1.00 10.00 5.58 1.75
FP 0.00 0.96 0.31 0.18
RD 0.00 45.73 2.03 3.58
ROE -15.52 1.28 0.03 041
INT 0.00 100.00 0.65 2.04
B.% {7 2 P % (n=880)

¥ L B| i Bt i T o A
HOLD 0.00 0.97 0.43 0.23
SIZE 12.60 21.62 16.72 1.74
INDUSTRY 0.00 1.00 0.76 043
Tobin’s Q 0.22 12.81 1.64 1.07
TCRI 1.00 10.00 5.03 1.70
FP 0.00 0.92 0.31 0.19
RD 0.00 23.95 1.78 2.72
ROE -7.34 0.48 0.09 0.29
INT 0.00 110.00 0.67 3.72

i 1 HOLD 3 445§ #0500 b 5 SIZE 5 2
EEG  E  TCRI 5 1 % 3% S FP 3 AEF

pjjuﬁf: i INT ;‘; B}:—fuj%}—%ijc o
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.4 5 INDUSTRY % i7#%] 5 Tobin’s Q % 7
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w4

SRD 3 #EF X ROE & % B4
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C. #7v f & (n=1224)

¥ LA B] i i T o i
HOLD 0.00 1.00 0.39 0.23
SIZE 11.12 20.20 15.07 1.18
INDUSTRY 0.00 1.00 0.71 0.45
Tobin’s Q 0.00 28.69 1.95 1.64
TCRI 1.00 10.00 5.08 1.37
FP 0.00 0.89 0.25 0.19
RD 0.00 67.81 4.45 6.84
ROE -39.32 1.19 0.07 1.14
INT 0.00 50.00 0.84 2.38
D. 23204 & (n=8064)
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FP 0.00 0.96 0.30 0.19
RD 0.00 67.81 2.37 4.26
ROE -39.32 1.28 0.04 0.58
INT 0.00 110.00 0.68 2.34
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22 BRITHFUHL GRTARLIESF

R LA AiEdivs 2F HBU i FvsaFlg 2P FvsHT LG
i E N
Intercept 1.729%** -1.742%%* -2.385%%*
(0.000) (0.000) (0.000)
HOLD -0.559%%*x* 0.537%** (0.755%:%*
(0.000) (0.000) (0.000)
FP 1.647%** -1.766%** 0.065
(0.000) (0.000) (0.740)
RD -0.099%:** 0.097%*:* -0.043%**
(0.000) (0.000) (0.000)
ROE -0.383%* 0.272%* 0.775%**
(0.016) (0.056) (0.001)
INT 0.013 -0.015 0.009
(0.212) (0.165) (0.706)
Pseudo 0.082 0.081 0.017
R-Square
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L3 PHETERR 2P LHHLGRTARLBP

R #1171 47 Vs Hv f & ovs 2P vs
D 87 5 Hv @
Intercept -14.454 %% 14.527%** -6.309%**
(0.000) (0.000) (0.000)
HOLD 8.850%** -8.343%** 7,843 % %%
(0.000) (0.000) (0.000)
SIZE 1.100%*** -1.107%** (0.284 %+
(0.000) (0.000) (0.000)
HOLD * SIZE =~ -0.722%%** 0.691*** 0.430%**
(0.000) (0.000) (0.000)
FP 1.368%*** -1.490%** -0.309
(0.000) (0.000) (0.132)
RD -0.092%** 0.090*** -0.038%*%*
(0.000) (0.000) (0.001)
ROE -0.813%** 0.709%#* 0.761%**
(0.000) (0.000) (0.003)
INT 0.020%* -0.021* 0.011
(0.076) (0.056) (0.642)
Pseudo 0.215 0.217 0.096
R-Square
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24 PHRATFFL A XHHLERTARLIEF
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Abstract

This study investigates after changing the way of compensation disclosure
from single compensation disclosure to total compensation disclosure that how to
affect CEO turnover-performance sensitivity. The results show that after adopting
total compensation disclosure, CEO turnover-performance sensitivity will be
smaller than before. In addition, we also investigate that after adopting total
compensation disclosure, how to affect the family ownership on CEO
turnover-performance sensitivity. The results indicate that compared to non-family
firms, the decrease of CEO turnover-performance sensitivity is lower for family
firms.

Key words : CEO turnover-performance sensitivity, compensation disclosure,
family ownership
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T3 0.058 0.000 0.234 0.079 0.071 0.035 -4,295 *%* 0.073 0.042 -2.83§ ***
Tobin‘s Q 1.314 1.190 0.545 1.207 1.468 1.339 2.349** 1.346 1.303 -2.069**
CEO_Tenure 8.990 7.000 1.251 7.717 5.622 13.467 1.816* 9.922 7.467 -1.634
CEO_Ownership  0.068 0.051 1.441 0.048 0.051 0.101 2.349*%* 0.071 0.066 -1.334
CEO_Duality 0.589 1.000 0.210 0.659 0.351 0.734 2.148** 0.573 0.591 1.415
SIZE 6.792 6.723 0.544 6.367 6.849 7.076 2.155%* 6.758 6.702 -1.546
HHI 0.143 0.098 0.128 0.150 0.147 0.142 -2.423** 0.139 0.145 2.186**
Panel B * 8122 3p B fp 7] L7
21 o B B Q&‘;ﬂéﬁ% R F] 2001&# 2002# 2003&  2004F 2005F  2006+# 2007 # 2008 & 2009#  2010#& Total %
dAFFEE S8 2 3 5 5 2 5 3 3 2 1 31 3.85%
A Nk 0 31 25 21 19 17 16 10 12 10 161 20.00%
10 vkl 0 1 0 0 1 0 1 0 0 0 3 0.37%
Total 2 35 30 26 22 22 20 13 14 11 195 24.22%
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HdEHEE 2 0 3 0 0 1 2 0 0 1 9 1.11%
DFRF 1 2 1 3 2 2 1 1 0 2 15 1.86%
B AR 3 0 4 2 3 2 3 1 3 2 23 2.86%
T 9k 7 5 12 5 8 11 10 8 13 7 86 10.68%
HiErde of 0 0 1 1 0 0 2 0 0 1 5 0.62%
Total 13 7 21 11 13 16 18 10 16 13 138 17.14%
AiFpAFENHE 3 0 3 8 10 2 3 8 2 0 39 4.84%
£

AEplap N FELE 0 0 2 1 0 0 1 0 0 2 6 0.75%
12 (£ 20 1 1 0 2 3 0 0 1 0 2 10 1.24%
iz o P s 5 3 7 8 4 6 5 2 9 3 52 6.46%
Total 9 4 12 19 17 8 9 11 11 7 107 13.29%
AERH 6 1 4 8 4 5 2 5 2 6 43 5.34%
& 0 0 0 0 1 0 0 1 0 1 3 0.37%
£ ATE = 7 11 6 8 5 3 7 9 4 2 62 7.70%
A FF 4 7 5 8 10 8 9 8 6 12 77 9.57%
T3 g 1 0 5 3 0 2 2 1 4 2 20 2.48%
IR 5 4 6 2 8 14 13 9 7 4 72 8.94%
%ix 0 0 0 0 1 1 0 0 1 0 3 0.37%
FEB 8 9 7 8 10 11 12 9 6 5 85 10.56%
Total 31 32 33 37 39 44 45 42 30 32 365 45.34%

Note = #x% ~ #x ~ x4 W4 7 R Tehip &) 5 1%~ 5%% 10%5 % ki o
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3 LAl ApM Gilics L b & 5 SPEUMAN % wnpy il 2T & Iépea’”sonfg;#ﬁfﬁéu’"ﬁﬁxoglg\,ﬂ;p ,
CEO % # % (CEO_Turnover)z. = J—%:IE‘%—T BTy~ T~ T2 T2 & ¥ 5 5c2 78 % 8(Tobin's Q)% f ApM > 7 &2

~

FOE L E 2 R AR H(FAME §ARM S AR M G Meeie o A R AT 0 £ 2 B0k B PRI CEO § 7 B A
WP ERELEE > RELF 2 CEO FH F M -

% 340 M Rk
1 2 3 4 5 6 7 8 9 10 11

TO 1 0.092 0.086 0.080 -0.073 -0.062 -0.053 -0.024 -0.061 -0.023 -0.015
Tl 0.085 1 0.068 0.068 -0.078 -0.066 -0.057 -0.023 -0.066 -0.030 -0.007
) 0.074 0.069 1 0.071 -0.076 -0.065 -0.072 -0.030 -0.069 -0.006 -0.012
T3 0.064 0.075 0.096 1 -0.089 -0.072 -0.079 -0.027 -0.074 -0.013 -0.015
FAM -0.071 -0.082 -0.081 -0.096 1 0.105 0.022 0.028 0.094 0.018 0.076
Tobin’s Q -0.052 -0.058 -0.068 -0.077 0.067 1 0.037 0.148 0.067 0.065 0.107
CEO_Tenure -0.042 -0.046 -0.060 -0.070 0.052 0.115 1 -0.030 0.058 0.059 0.028
CEO_Ownership ¢ 933 -0.032 -0.040 -0.041 0.030 0.071 -0.121 1 -0.010 -0.018 0.128
CEO_Duality -0.056 -0.062 -0.068 -0.077 0.079 0.058 0.066 -0.108 1 0.164 0.168
SIZE -0.019 -0.021 -0.001 -0.005 0.158 0.081 0.126 -0.107 0.106 1 -0.079

HHI -0.009 -0.006 -0.005 -0.010 0.090 0.127 0.140 0.090 0.017 -0.047

Note -+ & % Spearman % 2 3phf afc> 2T & 5 Pearson 1pH Tl et 4 7 Ak Tchp @] 3 1%a¥g F k& -
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42 BEDFHRF AP R BE T FPEBE S S B0

% 4R > 7 5 x(Tobin’s Q) e #a i = 5V i3 37w 18 (DIS)¥ >t CEO
TR (T) ~ T, ~ T, % TR 58 o Panel A 1 Logztﬁ?‘“li%ﬁ%i%ﬁﬁt
AoFe B CEO F# F4ptk i @%&(To T)°T,% T5) B ¥ %38 Tobin's
OXDIS 2. % 338 R RIFFIBE >N B7n (e CEO FH T B g%
2 F2 5 o & 4 Panel A i0ig % kgor > 2 8 ¥ 2x(Tobin’s 0)¥ CEO ¥ 3 5 45
BIOE B E f M (<001) - £ 7 £ Xy Hocf 4 CEO 75 24T
Heo¥ ¢ty Model 1 3 Model 2 ¥ > Tobin stDIS i #cs B 5 0.006 %
0.008 (p>0.10) ; Model 3 2 Model 4 ® > Tobin’s QxDIS =8~ %) 5 0.009
20,009 (p<0.01)» % & P4 % FFBE > N 83715 CEO %4 %3 4
Yoz MBI g M H A B F kp it CEO %2 Fla e Tph &
rikﬁfﬁﬁfﬁgJ ZEEOCKHTRPM S ELAFMRE N - L
oA ERTF § 2w HE A Geh CEO - R & Rl L5 4
- &

% 4 Panel B ® i&—- # " ol T RFE A FPBE S 2371 0 CEO
TR I B AR B o Gl TR % BT Model 1 3 Model 4 ¢ #f¥
BB AT (g ta)E BB ERRES A8 TH 2 G
BB (a) ©EF Model 3 2 Model 4 2 ta¥icth %% 1%z B ¥ K
(F-value » %] % 7.453 2 8.190) > } &% L 3 Hl > 7 #FHpdhg > 4337
6> 2 CEO FHFEg »arg B T %2484 2 ™ 34841 & £ %
Bt CEO H#2 FlZ 25> gk & P29 M 2 ¥ -84 4
R A B & 2006 EFPBE S A B FEEZANAEH
PRSP RME > Fla g A E R nERRRTET o FENN
"']?Jil‘l’}’p"{li B ?p'fﬁv%}ﬁﬁgﬁi‘ AR F R L HEY ERT DR

LE o BRATOLL L Y #~£MA?*ﬁ#ﬁ*ﬂ%%ﬁ%
ﬁm:ﬂ‘h”ﬁ Tz ak ke
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2ARERFTHFAG LR LV E-FPHBE I ABa LR

Panel A : Logit & {F#-3]# ¥ H1

Model 1 : T, Model 2 : T, Model 3 : T, Model 4 : Ts
i p-values Bt iE p-values i p-values Bt iE p-values
Constant 0 -1.658 0.005 -2.663 0.000 -2.640 0.000 -2.692 0.001
Tobin‘s Q o -0.008 0.001 -0.010 0.000 -0.012 0.000 -0.013 0.000
Tobin‘'s Q X DIS o, 0.006 0.443 0.008 0.239 0.009 0.007 0.009 0.008
DIS 03 -0.022 0.811 -0.025 0.809 -0.041 0.073 -0.160 0.023
CEO_Tenure (o -0.001 0.033 -0.002 0.030 -0.000 0.067 -0.000 0.099
CEO_Ownership s -0.023 0.079 -0.081 0.040 -0.024 0.082 -0.020 0.087
CEO_Duality 6 -0.001 0.029 -0.001 0.037 -0.001 0.064 -0.000 0.075
SIZE oy -0.061 0.054 -0.031 0.076 -0.044 0.719 -0.063 0.651
HHI ag -0.002 0.105 -0.002 0.059 -0.001 0.035 -0.002 0.011
Log Likelihood -1566.323 -1298.361 -1083.111 -896.696
LR statistic 13.348 17.827 18.766 22.000
p-values 0.020 0.003 0.002 0.001
Panel B © ¥ 2_H1
Ty T, T, T,

i it @ % e DIS=0) -0.008 -0.010 -0.012 -0.013
i It {s % #( DIS=1) -0.002 -0.002 -0.003 -0.004
DIFF-13 it 0 5 ¥ %_ 0.006 0.008 0.008%** 0.009%**

Note = sk ~ sk~ wehr W & o R g T ihip 0] 2 1%~ 5%% 10%8 ¥ K8 -
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43 REJBERFHF AL RZEE: FPHE I3 a s
4 23
% 59 » NP E Tobin's OxDISXFAM % ¥ ip| 725 £ £eh 2 @ 5 3%
(Tobin’s Q) - F 4B > s 183714 > B CEO %3 & 22 5 »c i B en @ 58 o
% S Panel A sn% % %1 » & Model 1 2 Model 2 » > Tobin’s Qx DISx FAM
itk fes Bl 5 -0.023 % -0.020 (p>0.10) ; Model 3 3 Model 4 ¥ > Tobin’s Qx
DISxFAM eh: %A %) 5 -0.019 %2 -0.021 (p<0.01) > % 7 Ap ¥ 2L 722 £ %
= ﬁyiﬁ_%m%%~—ggw,ﬂ(EO?ﬁwﬁﬁﬁrw%J
TR AN REL LM B R R AFPRE S 2
ROELE éjk“9:1"(‘ eI IF':.TI% kg = T HFF FDCEO- 4% 8k

- £
i J"'t’-?twlﬁjb'-y(c’

% 5 Panel B ® i&— 11 thlicte T RIFHFPHE S N B3TE 0 RIEL

EAFELE 2 CEO FHFEE > R2WgE - Gk %S
7T Model] I Model 4 ® 722 § £ #FPEE > N B (L+6)3 83718
(B+L,+B+8,)2 BB GHEID |2 RF L EFHFMHBE > A
(B3 Téfféi(ﬂﬁﬂz)i BHGHE > LT Model 3 % Model 4 2. 7 ¥k
e 2aE 1%2 & % K B (F-value ~ %] 5 9.673 3{ 9941)> 25 L F H2 &
TERRE S BT FEEAEREL L CEO T FE YAty R
4T ABE > e FOE L L CEO Hk 8 B kaR B TR 15 B R ROE
£$”°%ﬁﬁ@%ﬁ?ﬁii’?ﬁﬁﬂpﬁm‘%ﬂmP%Jﬁﬁg
RERA R %»—P?ﬁmiéimimﬁﬁsvgi%%iﬁ%mz
+ e CEO ra»’*ﬁ'kg_—rt'ﬁ‘“”“ﬁ‘m A A R HpE 2 B
AR FREEP FP ROEE agﬁmfinﬁi:xﬁjna 9 p
)] o

e ‘&r
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AERP R BE-FPRE BTS2

Panel A © Logit i ##-3/# € H2

Model 1 © T, Model 2 - T, Model 3 © T, Model 4 © T;
[CRizh p-values BitiE p-values B3 E p-values BitiE p-values
Constant bo -1.159 0.059 -2.109 0.002 -2.096 0.006 -2.204 0.011
Tobin's Q b -0.015 0.001 -0.015 0.001 -0.017 0.000 -0.015 0.007
Tobin ‘s QxDIS b 0.014 0.005 0.014 0.008 0.015 0.005 0.013 0.032
Tobin'‘s QxFAM B3 0.010 0.169 0.007 0.199 0.008 0.182 0.003 0.094
;:Z;‘l; s OxDISx B -0.023 0.546 -0.020 0.357 -0.019 0.008 -0.021 0.002
DIS Bs -0.021 0.082 -0.027 0.798 -0.040 0.736 -0.164 0.526
FAM Ps -0.424 0.000 -0.457 0.000 -0.457 0.000 -0.444 0.002
CEO_Tenure B -0.001 0.140 -0.001 0.129 -0.002 0.172 -0.000 0.188
CEO_Ownership Bs -0.046 0.059 -0.053 0.058 -0.001 0.098 -0.039 0.075
CEO_Duality P -0.006 0.058 -0.000 0.078 -0.000 0.050 -0.001 0.037
SIZE Bio -0.043 0.069 -0.063 0.060 -0.115 0.041 -0.140 0.038
HHI B -0.137 0.229 -0.144 0.339 -0.032 0.123 -0.105 0.131
Log Likelihood -1556.698 -1290.098 -1075.920 -890.965
LR statistic 32.597 34.353 33.147 33.461
p-values 0.000 0.000 0.000 0.000
Panel B © g4 % € H2
T, T, T, T
B & ROE B S TIE FLRIE TIE B ROE
(FAM=0) (FAM=1) (FAM=0) (FAM=1) (FAM=0) (FAM=1) (FAM=0) (FAM=1)
ig i w i% #(DIS=0) -0.015 -0.005 -0.015 -0.008 -0.017 -0.009 -0.015 -0.011
ig It 13 2 B(DIS=1) -0.001 -0.014 -0.001 -0.014 -0.002 -0.013 -0.002 -0.020
DIFF-i3 it o {$ T2 #c 0.014 -0.009 0.014 -0.006 0.015 -0.004 0.013 -0.009
DIFF-7 # 4 % & < -0.023 -0.020 -0.019%** -0.022%**

Note : #x% ~ x% ~ %/ W

|1 B Tihp

B 1%

5%% 10%A % K 3
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i~ FE PRI B AR R A
5.1 FELERFARFTHF L Hg R LB F

i ¥% Villalonga and Amit (20060)2. F 7 # R » 7%~ A £ = CEO shf ¥ 4
R RBE DY I NIERRE A LR L ER € B X P E DY) ] R
Mol F FOELEN ML L0 AqtiE CEO PF> d 2 FOES | (B jRg £oh
T Ly A EPRE REEFEH AL CEO #2 { R PER
(Anderson, Mansi and Reeb, 2003) » F|yt § 73 &£ £ B-CEO pF » 3#3E & ¥ 2.
AN AERPHEREEFE - 5d P HERB2ETELE - 7TES A #£E CEO
B-CEO e ¥ ¥t CEO FH F B G »aap RAZ 3 b2 258 -

2 6L HFEFRFELYE CEORA LFEMBE > N8 2 CEO F# F
$1 4 522 B o Model I ~ Model 2 % Model 3 512 CEQ B # o ]2 5 o2 [ 24
FAM | 2 nRRE(T): R TRTELEZ R RFRL A~ 205 (1)
FENP CEO 2 m B R B(FHCEO) > FF &L ¥ CEOP L 1> F RIS
0; Q7%+ #iE CEO 2 3B #(FFCEO) » 7 7%+ [ # 2 CEO P 5
1> FRI& 0

% 6 Panel A 0% % ¥t > Model 1 5 V' 2L 725 £ ¥ 8 325 - CEO &
32 %% > Tobin’s OxDISxFHCEOQ %8 % -0.021 (p<0.01) » % 57 4p f 3+ 22 f_
FEE S RELENLCEOR  AFMHBE VB3 - L EH%T o
FOE L E € 2 T FH B CEO » Model 2 PV 0 72% % f 413 CEO 1 32
P CEO @ #2_ %% » Tobin’s QxDISxFHCEO ¥ % -0.020 (p<0.05) > % 77
AT RES R E CEODTELE T > § RELEF I CEO P> wip4h i
TR - L EERRTH o RELF 7 E 2 T HFH I CEO - Model 3
Pl RZEFoOE L E e FOE X BT CEO & #¥2 %% > Tobin’s OxDISx
FFCEOQ in3: 8 5 -0.023 (p<0.01) > % 7T Apge e 2b 32k £ ¥ > 7254 | £ & CEO
RELE S AFPRE S S - L pE & pELEAE 2 T
Sy poE S f ¥ E2 CEO -

# 6 Panel B i&— # 11 i fick T RF[FMHE > N8> 2 R A2
CEO %3 & CEO % ¥ 5 ¥2 4 »aig g B 2. 1§ B © Model 1 %7 325 't % CEO 2
CECEEMBE S NEB R IR GRS EREFE s L ¥
(F-value 5 7.883 > p<0.01) ; Model 2 RIBg+ 725+ B CEO thj2& ¢ ¥ » 2
ARG N TR I BT L GEEHERE Y RES BT CEO HRe
% ¥ (F-value 5 7.468 » p<0.01) ; Model 3 k77 725+ R #1x CEO 2. § %
HEMEE S N IE R B2 BB HERE | 2R £ £ (Fvalue
L 87045 p<0.01)e 5L 4 6 %7 0 # 2 72% & % CEO %7 & §Fpv 45
BB RELEFE CEO(RES [ i 2
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P CEQ) 2 2550k £ % CEO 2. %3 & 81 B oeigp B 35
s R B 0 FOE R E T CEO o 4 9 ke R T A A
B 7B R BEECEOZ FEELEE RS 227E 4 ¥ -

=
A
R
(\x
(=
iy
e
N
.

FLEASE2 A O62Z 5T OAARNWETELE AL TELEINRE
%(Eoﬁé{%yéﬁ#ﬂmmo’&éé@ﬁ%ﬁ%@fa%@émaT%
o HpE L ¥z CEO FHFBE IR R THIFRIER o - FHES
M E o ROR £ Rl F - Kok ¥ CEO 4k 5 81 %o R IR A
PR L ED TR RES R A ARG BTN S 2P R TR TP fE
AR A R H S E CEO A3 (S 32k 1 B2 CEO) » ¥
B2 EpFEE T 4 CEO -

26 PR H G F SRR R BPFPRR S R B 2
b ﬁ,&
Panel A : Logit # 73 (R ERFHF=T))
Model 1 - Model 2 - Model 3 -
FERIELE v FTIEN I REEEE CEOvs. R LRIEL ¥ v RIEHE
CEO CEO CEO
A= p-values A= p-values A= p-values
Constant by -1.086 0.131 -1.988 0.009 -1.873 0.031
Tobin's Q g -0.015 0.001 -0.016 0.002 -0.018 0.001
Tobin's
p»  0.014 0.006 0.014 0.008 0.016 0.005
OxDIS
Tobin's
p;  0.011 0.081 0.010 0.131
OxFHCEO
Tobin's O Jo
-0.021 0.011 -0.020 0.018
xDISXxFHCEO
Tobin's bs
0.012 0.099
OxFFCEO
Tobin's O Ps
-0.023 0.014
xDISXFFCEO
FFCEO 57 -0.070 0.628
DIS ps  -0.025 0.834 -0.041 0.743 -0.051 0.721
FHCEO po  -0.204 0.091 -0.018 0.889
Controls Included Included Included
Log Likelihood -998.494 -905.327 -746.948
LR statistic 21.502 18.050 19.867

p-values 0.006 0.021 0.011
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Panel B © % #

A HREE
Ts ] Ts
FLRpE 25 B FEREE RE - B & TR
(FHCEO=0) CEO CEO CEO (FFCEO-0) CEO
(FHCEO=1) (FHCEO=0) (FHCEO=1) (FFCEO=1)

[PANT

-0.015 -0.004 -0.016 -0.006 -0.018 -0.006
(DIS=0)
g i

-0.001 -0.011 -0.002 -0.012 -0.002 -0.013
(DIS=1)
DIFF-i3 i @

0.014 -0.007 0.014 -0.006 0.016 -0.007
sl
DIFF-% ¥# %

-0.021%** -0.020%** -0.023%*%**

2T
Note : sk ~ s~ 5 W 7 FEW T ep B3 1%~ 5%% 10%58 F kK& -

52@%&&% T EE ST X F

ié"f #?ﬂi%ﬁﬁﬁ’” {(Tobin’s Q)R 7% & £ Gt » /gt L F
WS (ROE) K R £ 50 RAREHPF L- BB E i FE 2
i 8 meW%%ﬁ’vvuﬁﬁiirﬁ%ﬁﬂ?Jﬁ$ﬁ’ﬂ&$p
T fFR Al (D2 WAIQ) 0 Y R LR E R (ROE) & § T R o AT
ﬁ”@&3\°$7’A*ﬁ%“HﬁwF’%ﬁ%%{ﬁ?ﬁ%ﬁmﬁﬁé

FAEFHPIFIET XTI 2 8% -

’ FHOPEFE G AR H B iy *ﬂ v & § 3 AR S (ROA)(Hitt, Hoskisson and Kim, 1997)
% 48 4R B % (ROS)(Lu and Beamlsh 200)% > FREEHETAE S LRB(AAEL)
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2THT GPEPFFE a0k

Panel A :  Logit i fF#3/# T HI

Model 1 © T, Model 2 © T; Model 3 © T, Model 4 - T;

[l p-values G p-values G p-values G p-values
Constant o -1.847 0.012 -2.417 0.004 -2.355 0.014 -2.600 0.017
ROE a; -0.007 0.097 -0.013 0.004 -0.014 0.002 -0.020 0.000
ROEXDIS ) 0.007 0.327 0.016 0.269 0.014 0.094 0.016 0.060
DIS 03 -0.009 0.939 -0.056 0.671 -0.124 0.041 -0.322 0.055
Controls Included Included Included Included
Log Likelihood -1127.217 -998.714 -1074.926 -1063.926
LR statistic 20.609 23.648 22.715 23.254
p-values 0.008 0.000 0.000 0.000
Panel B : Logit i 6%‘#‘-"1/# Z H2

Model 1 - T, Model 2 © T, Model 3 © T, Model 4 : T;

[CAR p-values F3t B p-values [ p-values [ p-values
Constant o -1.472 0.550 -1.317 0.156 -1.697 0.096 -1.522 0.191
ROE B -0.015 0.001 -0.016 0.002 -0.018 0.001 -0.015 0.009
ROEXDIS i3 0.014 0.005 0.014 0.008 0.016 0.005 0.013 0.034
ROEXFAM B3 0.009 0.164 0.003 0.635 0.004 0.580 0.004 0.605
ROEXDISXFAM B, -0.007 0.213 -0.010 0.333 -0.011 0.050 -0.012 0.035
DIS Bs -0.082 0.499 -0.127 0.391 -0.221 0.171 -0.014 0.936
FAM Ps -0.652 0.000 -1.029 0.000 -0.923 0.000 -0.927 0.000
Controls Included Included Included Included
Log Likelihood -1087.881 -1071.302 -961.372 -991.963
LR statistic 34.755 36.024 32.551 34.246
p-values 0.000 0.000 0.000 0.000

Note © sk~ s% > x4 B &7 Fh Tehp &3 1% 5%%

10%%8 ¥ -k 2 o
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53 %7 7 B EEHE S LA RBER

=7 iﬁ“‘f""*""‘*%ﬁﬂﬁfﬁ'f“} CREEL R AR N kA CEO FHT -
~E1“' ;8@ 351 (1) 4= 3 iz 45 Farrell and Whidbee (2003)% Parrino et al.(2003)
ZEIRE I #5‘}_@ CEO F#: % xﬁ»ﬂ\lié}ﬁ« BRI L RE R R s b B
T3 K- CEO F# 5 mRZE(CEO_Turnoverl) » & CEO # % 18 3 #
Z 4k 5 1(F4 s CEO &% R g T2 dahd |, eof i) ZRIE 0(¢
5 CEO pRES H#2 gffafii) T E38H 7 gﬁﬁ;fg_}\(l);(z) QA= g
WL L& B CEO F4 F4B(T) T, ~To 2 T5) > "Us5 5 = B #7¢ CEO
FHEFRBIT, 2 TT) - CEO B8 R F12 RS T3 4a b 2 TH M ¥
¥ % L CEOR &R T Ndseahd | (TT)2 R # ; CEO B & kh F|& >«
TAa B 2 T2idARB ﬂiﬂLaﬁ CEO B # R F2 % T 224 40 | (TT))
Z R T EATRTEFH (D2 (2) 0 Q) RIE & F N ILE A R0 ROR
E¥ > RELFDCEO Vi § pREER AR A L FT L 0 2 v iR $ R
KR R et T wfﬁ’?.ii(EO—*ﬁiwﬁ ¥ ot B 5
fRie B R AD S SRR SRR R A > T ERTR TR FR (DA
(2) *Q%W‘PE'CEO%;E@L;&‘;‘:&.FT%%} 1 h 48t 5 - R(AFA) 2 A
? e CEO B4 &% ¢ BA2 e HRESE o

5.4 @ % & HPIRER

AT E-H & F CEO 2. & B B #4455 (turnover frequency)L 35 ¥ ~
Tobin’s Q L 5% 2 Rt~ CEO # B L ®4 5 7 =3 Tobin’s Q ¥ ¥ %
P RERAS IR FRFURGFFMBE S B0 (8)CEO T 5 &
HOETR B R th o EH AN P CEO 2 # B B #5945 & T i Tobin's Q X 5
Hco B 'g T B IMEACEO 2. # B B dHE P 28 Tobin's Q ® = %c > R
#2275 5 B Turnover-Performance Sensitivity ¥ 5 F 2_ > %” 3 ﬁ T
2R A CEO 2. & B B #9557 =8 Tobin's Q ¥ I“ﬁf‘ Rl#% 2 & 7 5
1 Turnover-Performance Sensitivity ¥ & ; @ &tk & & & T obin’s Q T 3of
3 (] 3) 2AUE A Tobin's Q¢ % ? CEQ 2 & E:EL éﬂﬁi"ii’aﬁ@ W (4
) PEHACEOzZ # R B &SP = ﬁtﬂf P 7] % ¢ Turnover-Performance
Sensitivity % > I3 > 2 47(FRIHF £ 4, 2007) - 12457 FE e R 7 ETFZL %
TR EFIREF AREL 4845 - R(AF4)-
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~ B

AETF 02001 £ 32010 £ & H ()T 5B A FT 2006 £ g3 E
FEFRE A AL eh e T EPSEE, 2244 %%Wm%iﬁ’ﬁﬁ
CEO ¥ 5 B3 i R2ZPE - FHRESSBIR > Hp4hg > 83718 > CEO
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Abstract

During recent years, the corporate fraud incidents seem to be endless and the
management level would manipulate financial report for the sake of its own interest.
This research intends to explore that the government institution acts in the role of
public and external auditor that prevents the enterprises from disclosing false
financial information to achieve tax evasion. In addition, whether government
institution has the incentive to prod the government related personnel to proceed to
their oversight over the enterprise. This research realizes the fact when the cost for
fraud prevention is too high government has no incentive to exercise their oversight.
This research acquires the following findings : Different preferences of tax evasion
for the principal would lead to different outcomes. Strategies committed by the
agent would determine the salary compensation for the agent. When the cost of
efforts from the agent equates to the level of efforts, then the government to deter
the tax evasion as well. When the agent’s salary compensation is the average value
of the level and the cost of efforts, then the government should proceed to effective
tax evasion supervision so as to prevent from any wrongdoings to achieve the tax
equity.

Keyword : Agent problem, Risk preference, Audit quality
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