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The Relevancy between
Controlling Shareholder’s Holding Capability and Information
Transparency in Taiwan’s Business Groups
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Abstract

This study examines the relevancy between holding capability of controlling
shareholders and information transparency in Taiwan business groups. Using a
sample of business group of firms listed on the Taiwan Stock Exchange (TSE) and
Taiwan’s OTC market (GTSM) over a six-year period (2005~2010). This research is
analysed by using the ordered probit regression model. Overall results are in line
with the entrenchment hypothesis, but when holding capability of controlling
shareholders exceeds a certain strength, the information transparency will be
affected by convergence of interest hypothesis. The information transparency of
core enterprise is not the same under different holding capability, but the second
largest shareholder does not have any effect of supervision.

Keywords: Controlling shareholder, Holding capability, Information transparency
Business group.
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INF, = o,SF, + «,SEF, + o, FC1, + «,FC3,, + o HRT,, + o, OBS,;, + o, SF * FC1,,
+ &ty SF * FC3, +a, SEF * FC1, + ,,SEF * FC3, + o,,SF *HRT, + a,,SEF * HRT,
+ 0, SF *OBS;; + a1, SEF *OBS,, + @, SIZE, + s LEV,, + ,,ROA, + &1, AUD,, +
g INDy + ool 25 + Qi 3 + o Thy o g TS £l O 80 L ..(1)

VD, = BiSF, + B,SEF + B;FCL, + B,FC3, + S HRT; + 5,0BS; + [, SF*FC1,
+ 3,SF *FC3, +/3,5EF *FCL, + f3,,SEF *FC3, + ,,SF *HRT, + /3,,SEF *HRT,
+ B,;SF *OBS,, + f,,SEF *OBS,, + B,.SIZE, + B,(LEV, + B,.ROA, + [,,AUD, +
PisINDy 40T 21 + fioa i+ BT i+ B TS+ BoaT O + 81 " L ...(2)
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SF B -
SEF B,

FC1 Bs -
FC3 B, -
HRT Bs N.S.
OBS Bs +
SF*FC1 B -
SF*FC3 Bs +
SEF*FC1 Bs +
SEF*FC3 Pio W,
SF*HRT P N.S.
SEF*HRT B N.S.
SE*OBS Bis N.S.
SEF*OBS Prs N.S.
SIZE Bis +
LEV Bis -
ROA Pz +
AUD Bis +
IND P +
T2 Poo N.S.
T3 Por N.S.
T4 B, N.S.
T5 Los N.S
T6 Pas N.S.

NS R A AT vt
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BOUMIR S FTRTFETHT 2 E i’%.’%f (1,783)
gﬁﬁg‘g X ,1%;;&' X ¥ (1,242)

Bk A 4,027

ﬁp“ﬂ#ﬁﬁ&%z
FHhoOLERFBEE
$ﬁ&% &B*ﬂ*
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% 4-2 2005~2010 # B & £ & ¥4 F kiwd
A ¥ 2005 2006 2007 2008 2009 2010 &3
kR (12) 7 7 6 7 7 7 41
& 7(12) 17 16 17 17 17 17 101
# 9 (13) 19 19 19 18 18 18 111
5 (14) 33 35 34 32 32 33 199
T #(15) 29 32 33 32 32 31 189
7 =(16) 5 6 6 6 6 6 35
it 4 (17) 38 39 40 43 45 45 250
733 (18) 3 3 18
1% A(19) 7 7 42
4% 4% (20) 20 21 22 23 24 23 133
Ho%(21) 8 8 8 7 8 8 47
T8 (22) 5 5 5 5 5 5 30
7+ (23) 328 347 356 366 383 393 2173
%14 (25) 28 32 31 29 33 36 189
£7F (26) 16 17 16 16 17 16 98
LK (27) 8 8 8 8 8 8 48
T % (29) 12 13 12 12 12 12 73
T (97) 11 11 11 11 11 10 65
H # (99) 25 30 31 32 33 34 185
&3 619 656 665 674 701 712 4027
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%43 EoE st

R He Epg  d o BEL ki@ kI E
INF 3.091 3 0.784 S 1
VD 1.105 1 0.306 2 1
SF 0.073 0 0.260 1 0
SEF 0.445 0 0.498 1 0
FC1 0.599 1 0.490 1 0
FC3 0.241 0 0.428 L 0

HRT 0.621 1 0.485 1 0

OBS 0.351 0 0.477 1 0

SIZE 6.832 6.759 0.639 9.140 5.352

LEV 42.235 43.15 17.508 98.05 43.15

ROA 4.811 4.68 8.181 47.44 -58.43

AUD 0.850 1 0.357 1 0
IND 0.540 1 0.498 1 0

0 INF(F S R)=F30h i = Bl A+ 15 CATAR \BiBA Ci2A Cilh;

VD(f FEHAhE FTA)=REP 2 g v 5 20 His it 5 1 SFGa a4 )=4rd Lz 3
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51, 2R 5 05 FC3(EEgm )=t £uem i ®AKL 1> 2# 5 0; HRT(Pre 2 @)=84 B
Pread@ il BRI 5 0;0BS(=r k) =F e E G AT~k 3 1 BRI A0;SIZE(2 P4
H)=& AT AP il LEV(E § 00 5)=# R § f A30% " & AT A L4 ¢ ROA(T £ 4F i
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#. 4-4 Pearson £ Spearman Ap i % ficiE L

INF VD SF SEF FC1 FC3 HRT OBS SIZE LEV ROA AUD IND

INF 1 0.481***  -0.032**  -0.034** -0.057*** 0.061***  -0.036**  -0.016**  0.272*** -0.037**  0.126*** 0.131***  0.077***
VD  0485%%* 1 -0.024 0.008 -0.029% -0.029*  -0.014*  -0.017 0.187*** 0,020 0.113*** 0,014 -0.057%**
SF -0.034**  -0.024 1 -0.251%*%*  0,096***  -0.122%** 0,071***  .0,088*** -0.032**  -0.023 0.005 -0.054%**  .0,142%**
SEF  -0.033**  0.008 -0.251%** 1 0.145%*%  .0,098*** ~ 0,162***  -0.054*** 0,034**  0,080*** -0.020 0.014 -0.049%**
FC1  -0.062*** -0.029*  0.096***  0.145%** 1 -0.689*** 0.063***  -0.144%** 0.057***  0.070%** -0.097*** -0.066*** -0.261***
FC3  0.063*** -0.029*  -0.122%** -0.098*** -0.689*** 1 -0.067***  0.130%** = -0.030*  -0.082%** 0.128***  (0.118%**  0.419***
HRT  -0.422*** -0.014 0.071%**  0.162***  0.063*** -0.067*** 1 -0.119%**  0.112***  0.111***  .0.001 -0.017 -0.105%**
OBS  -0.014 -0.017 -0.088*** -0,054%** -0144*** (.130%** | -0,119%*** 1 -0.065%** -0.016 0.007 0.006 0.026
SIZE  0.288***  0.215***  -0,017 0.027* 0.035**  -0.015 0.1 %% 0,077* 1 0.328%**  0.120%**  0.149***  -0,125%**
LEV ~ -0.043*** -0.020 -0.018 0.090%**  0,076***  -0.093*** 0.110***  -0,011 0.332%*x . 1 -0.194*** -0.018 -0.121%%*
ROA  0.123** 0.101*** 0.013 -0.006 -0.073***  0.106***  0.009 0.000 0.109%**  .0.175%** 1 0.139%**  0.068***
AUD  0.135***  0.014 -0.054*** 0.014 -0.065%**  0.118*** 0,017 0.006 0.161*** .0.022 0.138%** 1 0.197***
IND  0.091%**  -0.057*** -0.142%%* .0.049%** -0.261*** (.419***  -0,105*** 0.026 -0.103*** ' -0.128*** 0.030* 0.197*** 1
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1. #RY HHEAVNEFLZEAMKREZEEFR  (DEERATAEP AT
By 4 R (F & 32.299%*) & 2005 # 7| 2010 &> AR T A5 P R 32
PRMHETANE LR - QFHBEI L L FRZIFPR LK
P2 FBEFFES s lpFL AR > AAGRRERL L ERZ BFN
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¥ FASPARMESNATI A i(F & 33.282***) ; f FEiE40 G 7oL
Fha Pzt = &2 R RE (F & 13.248%%%) o @3%%&Wﬁ’ﬂ*+ﬁ
2P A Fr K 4 PP AR F A E 2 Bk K (F B 82.999* %2
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3. FEETUAHTIATUEALBPRILEFR (Ve 2§45

Ea L g;l?ﬁ]#‘ ,E«Fa‘( _‘ﬁpg)i%ﬁ%}‘;g-}'}dk ﬂrgg_g;ifz‘ﬁﬁ_ﬁ
Yoz B ¢ ¥(F & 74816%*%) 5 p itthi 7 3 ‘5"3‘ PlakEsid (2
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245 ERGZLEMRT

FRER A E R Y

2005 2006 2007 2008 2009 2010
INF 2.948 3.000 2.871 3.260 3.178 3.261
[32.299***)

2005 2006 2007 2008 2009 2010

VD 1.099 1.104 1.102 1.110 1.108 1.104
[0.119]

AL F e 4 B E R

2005 2006 2007 2008 2009 2010

SF 0.078 0.067 0.074 0.070 0.076 0.073
[0.142])

2005 2006 2007 2008 2009 2010

SEF 0.467 0.451 0.429 0.451 0.437 0.438
[0.493)]

PR FERTEER Y

2005 2006 2007 2008 2009 2010

FC1 0.616 0.610 0.606 0.591 0.591 0.587
[0.396]

2005 2006 2007 2008 2009 2010

FC3 0.221 0.227 0.233 0.254 0.250 0.256
[0.788]

2005 2006 2007 2008 2009 2010

HRT 0.646 0.640 0.627 0.614 0.605 0.598
[1.054]

2005 2006 2007 2008 2009 2010

OBS 0.326 0.367 0.356 0.352 0.369 0.333

[0.918])
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%46 AFWEFFEFTULE LR T
TGP RS LN FTREPREF ST
IND=0 IND=1 AUD=0 AUD=1
INF 3.015 3.157 2.839 3.136
[33.282***] [74.816%**]
IND=0 IND=1 AUD=0 AUD=1
VD 1.124 1.088 1.094 1.106
[13.248***] [0.785]
i A B A RN Foika 4 B g S
IND=0 IND=1 AUD=0 AUD=1
SF 0.113 0.039 0.106 0.067
[82.999***] [11.638***]
IND=0 IND=1 AUD=0 AUD=1
SEF 0.471 0.422 0.429 0.448
[9.727***] [0.754]
FRET GG E LY FREEZFEE SR
IND=0 IND=1 AUD=0 AUD=1
FC1 0.738 0.481 0.675 0.586
[294.011%**] [17.177%**]
IND=0 IND=1 AUD=0 AUD=1
FC3 0.047 0.406 0.121 0.262
[ 854.919***] [ 56.535***]
IND=0 IND=1 AUD=0 AUD=1
HRT 0.676 0.574 0.641 0.618
[45.152***] [1.168]
IND=0 IND=1 AUD=0 AUD=1
OBS 0.338 0.362 0.344 0.352
[2.642]) [0.132]
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24T FREPREFEE

INF, = o, SF, + «,SEF,, + ,FC1, + «,FC3,, + o, HRT,, + o ,OBS,, + ¢, SF * FC1,
+agSF *FC3, +a,SEF * FC1,, + a,,SEF * FC3,, + o,,SF * HRT, + c1,,SEF * HRT,
+ a,,SF *OBS,, + ,,SEF *OBS;, + o, SIZE; + ;(LEV,, + a;;ROA, + o, AUD,, +
o IND,, + 00T 2, + 00, T3 + a0 T4y + a0l 1 5y +,, 16, + &,

PR R E i d ZE
SF - -0.844 -4.506***
SEF - 0.069 0.616
FC1 - -0.115 -1.690*
FC3 - -0.209 -2 T4T***
HRT N.S -0.102 -1.977**
OBS - -0.063 -1.215
SF*FC1 + 0.559 2.958***
SF*FC3 + 1.102 3.349***
SEF*FC1 + -0.156 -1.496
SEF*FC3 + 0.101 0.849
SF*HRT N.S 0.298 1.837*
SEF*HRT N.S -0.114 -1.480
SF*OBS N.S 0.059 0.341
SEF*OBS N.S 0.088 1.151
SIZE - 0.616 19.682***
LEV - -0.007 -6.604***
ROA i 0.011 4.824***
AUD + 0.139 2.729***
IND + 0.215 5.386***
T2 N.S 0.047 0.761
T3 N.S -0.172 -2.803***
T4 N.S 0.458 7,395%**
T5 N.S 0.304 4.981***
T6 N.S 0.400 6.570%**

Sample=4,027 ~ Pseudo R?*=0.080 ~ LR statistic=754.0059

EILINF(FREP R)=F B TFr ik A+:54~ A4, B3~ C:24~~C-114;
SF(ia 4395 At 4 )= 18 K 4B = 3 14§ BT #0534 40% 5 1 F 0] 5 03 SER(sk sa 439kt 4 )=
Pl R TEBK G L S A% 40% 0 35 05 5% 40% e AR E =Bk G 13 R 5 0: FCL(H
- FOE)=H - FOELAAAEL 1 FR L0 FC3(R X emA)=R ¥ e A3 HAEL 1 Hi
20 HRT(Frw 2 )= Bfrw 28 52 10 ER % 0;0BS(se+ k)= @ p et A%l 3 1
FRIE 05 SIZE(2 @ f)=# AR T AP p R¥Hc LEV(] fv 5)=# K { g & AT
AR S ROA(T A#F P 5 )=& fath % {1 1 & ART A 5 AUD(F 3 & )= + § -7 $ 055
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248 pARERBTRRFREE

VD, = pB,SF, + B,SEF, + B,FCL, + B,FC3, + S, HRT, + 5,0BS, + ,SF *FC1,
+ [, SF * FC3, +3,SEF * FC1,, + B,,SEF * FC3, + f,,SF * HRT,, + B,,SEF * HRT
+ ﬂl3SF *OBSit + ﬂ14SEF *OBSit + ﬂlSSIZEit + ﬂlGLEVit + ﬂ17 ROA“ + ﬁ18AUDit +
ProINDy + BT 2 + L5, T3 + Bop T 4y + BogT O + Loal 6 + &

B % TR 5 % #c Z i@
SF — -1.442 -2.536**
SEF — 0.602 3.631***
FC1 — -0.035 -0.324
FC3 — -0.299 -2.348**
HRT N.S. -0.094 -1.117
OBS 4 -0.006 -0.076
SF*FC1 - 0.605 1.221
SF*FC3 + -5.756 -4.52E-05
SEF*FC1 + -0.694 -4 A5T***
SEF*FC3 + -0.093 -0.520
SF*HRT N.S. 0.713 1.883*
SEF*HRT N.S. -0.147 -1.187
SF*OBS N.S. 0.308 1.081
SEF*OBS N.S. -0.088 -0.696
SIZE + 0.639 13.397%**
LEV — -0.009 -4, 952%**
ROA + 0.017 4.170%**
AUD - -0.186 -2.196%**
IND - -0.150 -2.242%*
T2 N.S. -0.217 0.832
T3 N.S. -0.443 0.664
T4 N.S. 0.060 0.551
T5 N.S. 0/014 0.889
T6 N.S. -0.057 0.573

Sample=4,027 - Pseudo R?=0.115 ~ LR statistic=310.162

U LVD(A B G TSRS M A s 20 B 5 15 SFGREAAN 4 )= dR LA T B r F Bk
PO A0%5 10 BRI 0 SEF(=R sh ik 4 )=l % 48 8 JLB e 4505 5 A% 40% 2 3
W% A0%E AEEF LB 10 RIS 00 FCL(¥ - 7ok M)=¥ - f&dlali s 10 20
SO0 FC3(H£GmAEM= ¥ 5@ ki1 21 50 HRT(FREw 2P )= Bfrw 2 i
1> B0 5 050BS(F+ k)= F e+ md 510 305 0: SIZE(> P RH)=& RAF A
Pop REH LEV(R v F)=# & § B RIEG L E AT AR ROA(T A4 pY 5 )=# fs % 1
holERAT A CAUD(F S )T < PRI AT S 103 R15 0CIND(R+ 2 ¥)=4 W
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2. %xKk ok, kvl A 1% 0 5% 0 10%58 F K o
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- S FRgmR

L %R pHR SRR LFagP A & INF=L B 50
0.027 i % v A% ; 4 INF=2 p5 > 5 7 0.183 chis 5 » &7 % ; % INF=3
i 50 0.072 chf % v B A INF=4 p& > 5 1 0.255 e & » g
& INF=5 & > & 5 0.027 e 3 © kg 5 o

2. SAURN G S-SR o L - R Al i FREP A
AP ¥t H @ A iG> & INF=1 B g > 0.011 s 3 ¥ A7 %5 & INF=2 p¥
B0 0072 sk P B 4 INF=3 @& - 0028 R F Y RE A
INF=4 p% > 3 4 0.101 s 5 2 B % 5 & INF=5 pF o 3§ e 0.010 e 3

YEHE

3. ﬁ#f&ﬁ4w%%ﬁiﬁﬁﬁ4 » BB ¥k WAnﬁﬂgzﬁmﬁm
BARESH 8 A4 > A INF=1 pF > 55 0.009 e & 28 % 5 & INF=2
P b 0.057 sk v Ba x4 INF=3 PF > & 5 0.023 s 5 v kg %
% INF=4 ¥ » 3 4c 0.080 st = » B2 % 5 % INF=5 p¥ » 3 e 0.009 e
FOEE o

4, EPRG A AP BRE RS BEFT ST LTSN R A
INF—lEl% 0 0.006 sk 2 BgF 5 A INF=2 p& > ,;;n 0.040 s
T ¥ ; % INF=3 ES“ R0 0.016 s e 7 BT 5 & INF=4 pF > 5 4
0.056 e & » &g % 5 % INF=5 pF > 3§ 4c 0.006 4% 5 * g ¥ o

7 7 B Ordered Probit #3422 ## % »c % » 45 - ¥ %% Hill, Griffiths and Lim 2008. pp.433-437 -
50



%49 FRa A HEHFTAEPRZFERE TR

INF=1 INF=2 INF=3 INF=4 INF=5
SF 0.027 0.183 0.072 -0.255 -0.027
(8.175)%**  (4551)%**  (1.929)%  (-4.469)***  (-2.007)**
SF*FC1 -0.011 -0.072 -0.028 0.101 0.010
(-2.831)*** (-2.945)***  (-1.735)*  (2.930)***  (1.789)*
SF*FC3 -0.009 -0.057 -0.023 0.080 0.009
(-3.248)***  (-3:363)***  (-1.710)%  (3.220)***  (1.784)*
SF*HRT -0.006 -0.040 -0.016 0.056 0.006

(-1.799)* (-1.830)* (-1.392) (1.827)* (1.799)*
BLoLRRR L, Rk, xng i 1% 0 5% 0 10%EF F K I -

P REHRAETR

1 dpiia s A sdiriia 4 o VD=1 pitdhig 7
0.191 (i = (e 2 A7 % ; & VD=2 ¥ » &> 0191 chid & & 3 k5 % o

2. X WEFITRa A APEITBHR LN 0 A VD=1 E/)?';]“}:}Evgg 2R
2 0.080 e ik 2 Bg ¥ ;5 B VD=2 pF > igécOOSOmtﬁ*m%&«p—go

3. TR FFRa A AR B AR HE - pEELT ﬁni
BRAAEE LA L & VD= 1% iﬁi*‘c0055r‘ﬂ15¥?’z
VD=2 pF » <> 0.055 rid & e 2 Bg % o

4. BEILNRAAREBEEERGA o R EZ B H g IR

T & VD=1 g 0.059 ens & e 2 2g % 5 & VD=2 p¥ > 3 4 0.059
s (e A BT o
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7 4-10 A HpRPBmET AL BB kTR

VD=1 VD=2

SF 0.191 -0.191
(0.001) (-0.001)

SEF -0.080 0.080
(-0.001) (0.001)

SEF*FC1 0.055 -0.055
0.001 (-0.001)

SF*HRT

Ipor kR, Kk, %))
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