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Abstract

The purpose of this study is to explore the relationship between family businesses and
conservatism, and to analyze in depth the equilibrium of agency problem. This study was
evaluated by the agent’s salary structure and agent's responsibilities, and thorough analysis
to understand the comparison of the operating performance of family business agents and
non-family business. The research results obtained under the six different equilibriums are
found as follows: (1)When the agent’s performance pay rate of family businesses is greater
than that of the non-family businesses, the family business has a higher surplus than the non-
family business in the two equilibriums; the surplus of the family business may not be higher
than that of the non-family business in the four equilibriums.(2)When the agent’s
performance pay rate of family businesses is smaller than that of the non-family businesses,
the surplus of the family business may not be higher than that of the non-family business in
the six equilibriums.(3)When the agent’s performance pay rate of family businesses is equal
to that of the non-family businesses, the family business has a higher surplus than the non-
family business in the three equilibriums; the surplus of the family business may not be
higher than that of the non-family business in the other three equilibriums.(4)If the
responsible reputation rate is greater than the agent's performance salary rate, then

2
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accounting conservatism is the dominant strategy; conversely, accounting enthusiasm is the

dominant strategy.

Keywords: Family business, Accounting conservatism, Agency problem, Performance

salary
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Abstract

Outsourcing services are generally adopted by enterprises. To alleviate the moral
hazard concerning service quality, enterprises can undertake adequate audit action on
service quality related. This paper finds that, when the cost of implementing high-
quality service significantly outnumbers that of implementing low-quality service,
the enterprise’s optimal audit policy is to undertake a complete audit on the service
supplier even if it cannot provide sufficient incentive to make the latter to offer high-
quality service. Nevertheless, if the increased cost in implementing high-quality
service instead of low-quality service is not significant, it is possible for the enterprise
to undertake a deterrent (random) audit policy to induce the service supplier to offer
high-quality service.

Keywords: Outsourcing, Information asymmetry, Audit policy
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A Study on the Relationship between Corporate Governance and
Top Managers’ Compensation-The Case of the Financial Industry in
Taiwan

Feng-Yi Lin

National Taipei University of Technology

Chin-Chiu Lee

National Taipei University of Technology

ABSTRACT

Financial industry is not only the main platform of capital flow, but also the blood of
social and economic operation for a country; therefore, many governments set complicated
regulations to financial industries. Corporate governance is the core key of survival and
development to all the enterprises, and the major scope of corporate governance is inclusive
of incentive connection and supervision. Incentive connection is to motivate top managers
making them seek for the best benefits for the whole shareholders, such as the compensation
plan of top managers’ compensation and business performance. Supervision is through
internal and external resources, such as the board of directors, controlling shareholding ratio,
internal control system and company operating performance. The study found that for
corporate governance in financial industry, the larger scale of board of the director, internal
control is not implement, the higher ratio of stock hold, and the higher transparency of
information disclosure, those imply the less possibility of high compensation for top
managers. This study uses financial data to proceed analysis, to inspect the relativity between
the variables by using Pearson Correlation Coefficient Analysis, finally, to verify the results
by regression analysis so as to further understand the relevance between corporate

governance and top managers’ compensation.

Keywords: Corporate governance, Top managers’ compensation
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