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Abstract 
 

The Employee Stock Bonus (ESB) has implemented for a long time in Taiwan, it 

also causes many controvrsial issues. During the past years, the Employee Stock 

Option (ESO) has become one of the compensation systems in Taiwan. According to 

previous literatures ESO benefits for the performance of the firms. Nevertheless, there 

has not been adequate evidence to demonstrate the ESO is helpful for company in 

Taiwan. 

 

This paper provides a test for the effect of ESO on firm performance. Date from 

publicly traded listed on the Taiwan Stock Exchange (TAIEX) during the period 

2001-2004. Results indicate the firms with ESO have long term and short term 

performance higher than those without ESO. The higher the value of the ESO in 

proportion to out of total profit, firm performance is better. These findings support 

hypothesis that the ESO enhance employee’s incentives and benefit stockholder’s 

wealth. Eventually, there is an improvement upon firm performance. 
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TOBIN’S Q­�� Î 1 õ ä� �ø P ¥ õ ä� �� P ¥ w ��÷� Î 1 õ ä� �³ 

RETURN­9 � � Â � X 
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�3-2 =x � H3 4 5 O 9 P Q R � } ~� �d e � � @ ) Z � 

�Ü W 4 5 O 9 P Q R � �T ñ �@ go� 

H3 4 5 O 9 P Q R  � H3 4 5 O 9 P Q R   
� Ü� go� 4 o � go� 4 o � 

 
P-value 

ROA 177 13.329 
�0.663� 

1283 10.035 
�0.267� 

0.000 

ROE  177 16.881 
�1.060� 

1283 11.636 
�0.501� 

0.000 

TOBIN’ S Q 177 1.888 
�0.066� 

1283 1.563 
�0.023� 

0.000 

RETURN  177 31.025 
�4.686� 

1283 9.897 
�1.872� 

0.000 

þ �­ º � + @ ��T { | )  

ROA­� Î 1 � Â � ³ROE­÷ Å 9 P ¥ � Â �  

TOBIN’S Q­�� Î 1 õ ä� �ø P ¥ õ ä� �� P ¥ w ��÷� Î 1 õ ä� � 

RETURN­9 � � Â �  

 

�xH3 4 5 O 9 P Q R � } ~> �d e @ � �  

    o × N � M H3 4 5 O 9 P Q R � } ~> �d e @ � � ¨ 3 2R X N å æ

Park and Song(1995)=ª > �d e @ � � ã � Cp2001.2002NT Á NC ² � v

WNC � �Nd e Ü ¯ Ý Þ ��t-1,t,t+1,t+2, ù Ö ��CÝ � Û N =x � H3 4 5

O 9 P Q R } ~d e V Ø � 4 o � � z { - Ý �V 4 o �Cp� ðH3 4 5 O 9

P Q R } ~d e ç è z { - ðt-1�ûÇ�CÛ ¢ � H3 4 5 O 9 P Q R goV ë

: ì � ðCpR 2H3 4 5 O 9 P Q R } ~V> �d e V� � ` � H3 4 5 O 9

P Q R @ } ~X 

   f�3-3 =x � H3 4 5 O 9 P Q R � } ~> �d e � � @ ) Z �Co� �

H�Cf2001.2002NH3 4 5 O 9 P Q R � 4 5 O 9 P Q R V� �T � � � §

o� � @ go � =40±C � H3 4 5 O 9 P Q R � § o� � @ go � 375±X 

f� �d e V ² � ã äC� pROA  T ² � } ~> �d e @ ² # Ü�Cft-1

�/H3 4 5 O 9 P Q R @ d e 4 o T9.087�C � H3 4 5 O 9 P Q R @ d e

4 o T11.245�Cftxt�1xt�2�H3 4 5 O 9 P Q R @ d e 4 o v b T11.582

�x11.316�x10.561�C� H3 4 5 O 9 P Q R @ d e 4 o � §T9.889�x8.387

�x7.129�Xf�3-3 Table A°� � ï H�CH3 4 5 O 9 P Q R txt�1xt�2

�@ d e ðt-1�ûÇ2.495�x2.229�x1.474�C© � H3 4 5 O 9 P Q R txt

�1xt�2�@ d e Ð � § I 1.356�x2.858�x4.116�Xâ [ f�3-3 Table A°
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\ � ? ç è z { - 4 o d e ¢t-1�V� ðH�CH3 4 5 O 9 P Q R txt�1xt

�2�@ d e ðt-1�ûÇ3.485�x4.599�x5.054�C© � H3 4 5 O 9 P Q R tx

t�1xt�2�@ d e � § I 0.366�x0.488�x0.536�X¬ 0 � � VP� o � ` 1%

^ � ý | X�_H3 4 5 O 9 P Q R @ > �d e ^ � � ` � H3 4 5 O 9 P Q R

@ } ~Xq ` pROET� �d e V ² � Ü��� 	 �4-2 Table B�C/� � ¢ROA

| 
 Cï ^ _H3 4 5 O 9 P Q R @ > �d e ^ � � ` � H3 4 5 O 9 P Q R @

} ~X 

f� X d e V ² � ã äC � pTobin’s Q  T ² � d e V² # Ü�� 	 �3-3 

Table C�C/t-1�H3 4 5 O 9 P Q R } ~@ d e 4 o T2.042�C� H3 4 5 O

9 P Q R } ~@ d e 4 o T1.853�C/t�1xt�2�@ d e ðt-1�H3 4 5 O 9

P Q R @ 4 o d e � §C© � H3 4 5 O 9 P Q R @ 4 o d e ï � §C� ; � `

H3 4 5 O 9 P Q R @ goC�_fpTobin’s Q  T ² � d e V² # Ü��CH

3 4 5 O 9 P Q R @ > �d e 
 =R Z ^ _� ` � H3 4 5 O 9 P Q R @ }

~Xo2 í � � È � ú å To� � N � Î 1 Ã � S o¢ ñ ò w �p� Î 1 õ ä�

�. ñ ò õ ä� � 
 ² Cp � > � � F CÎ 1 ¢ ñ ò V� � � � C© Ð � 2R �

� 
 ® � �Xq ` â p9 � � Â �   T ² � d e V² # Ü�� 	 �3-3 Table D�C

/txt�1xt�2�@ d e ðt-1�@ d e H3 4 5 O 9 P Q R @ } ~@ 4 o d e �

§C© � H3 4 5 O 9 P Q R @ 4 o d e ï � §CD H3 4 5 O 9 P Q R @ go

� § � ; ð� CÈ � � �� � w � 9 � � � § Å Æ Xf ç è z { - 4 o � � ï ^

_C) /d e ðt-1� ) CD p � § � ; F � CH3 4 5 O 9 P Q R @ go 1 ¨ `

� H3 4 5 O 9 P Q R @ } ~C©/ ¬ 0 � � Cp�ï 	 mn ^ � C�_p� ð

F � H3 4 5 O 9 P Q R } ~@ > �d e 1 � ` � H3 4 5 O 9 P Q R @ } ~X 

[ § pv � �.� X d e H�C8pTobin’s Q  T ² � d e V² # Ü�Cl

= � �H3 4 5 O 9 P Q R @ > �d e � ` � H3 4 5 O 9 P Q R @ } ~[ Cl

o ^ _H3 4 5 O 9 P Q R @ > �d e ^ � � ` � H3 4 5 O 9 P Q R @ }

~CR 2o� � � � 2H3 4 5 O 9 P Q R V} ~î => �d e @ M > X 
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�3-3 =x � H3 4 5 O 9 P Q R � } ~> �d e � � @ ) Z � 

 A­pROAT ² � } ~> �d e @ ² # Ü� 

þ �­ º � + @ ��T { | )  
ROAT� Î 1 � Â �  

B­pROET ² � } ~> �d e @ ² # Ü� 

þ �­ º � + @ ��T { | )  
ROET÷ Å 9 P ¥ � Â �  

C­pTobin’s QT ² � } ~> �d e @ ² # Ü� 

þ �­ º � + @ ��T { | )  
TOBIN’S QT�� Î 1 õ ä� �ø P ¥ õ ä� �� P ¥ w ��÷� Î 1 õ

ä� � 

H3 4 5 O 9 P Q R  � H3 4 5 O 9 P Q R   
� 

 
� 

4 o � ðt-1û
Ç� 

ç è z {

- ðt-1�
ûÇ� 

go

� 
4 o � ðt-1û

Ç� 
ç è z {

- ðt-1�
ûÇ� 

go

� 

 
 
P-value 

t-1 9.087   40 11.245   375  

t 11.582 2.495 
�1.710� 

3.485 
�1.710� 

40 9.889 -1.356 
�0.323� 

-0.366 
�0.323� 

375 0.000 

t+1 11.316 2.229 
�1.615� 

4.599 
�1.615� 

40 8.387 -2.858 
�0.411� 

-0.488 
�0.411� 

375 0.000 

t+2 10.561 0. 474 
�1.632� 

5.054 
�1.632� 

40 7.129 -4.116 
�0.521� 

-0.536 
�0.521� 

375 0.000 

H3 4 5 O 9 P Q R  � H3 4 5 O 9 P Q R   
� 

 
� 

4 o � ðt-1û
Ç� 

ç è z {

- ðt-1�
ûÇ� 

g

o

� 

4 o � ðt-1û
Ç� 

ç è z {

- ðt-1�
ûÇ� 

go

� 

 
 

P-value 

t-1 9.305   40 14.481   375  

t 13.561 4.256 
�2.429� 

5.737 
�2.429� 

40 12.390 -2.091 
�0.657� 

-0.610 
�0.657� 

375 0.000 

t+1 13.680 4.375 
�2.408� 

8.156 
�2.408� 

40 9.828 -4.653 
�0.783� 

-0.873 
�0.783� 

375 0.000 

t+2 12.306 3.001 
�2.676� 

9.511 
�2.676� 

40 6.956 -7.525 
�1.086� 

-1.015 
�1.087� 

375 0.000 

H3 4 5 O 9 P Q R  � H3 4 5 O 9 P Q R   
� 

 
� 

4 o � ðt-1û 
Ç� 

ç è z { -

ðt-1�û

Ç� 

g

o

� 

4 o

� 
ðt-1ûÇ
� 

ç è z {

- ðt-1�
ûÇ� 

go

� 

 
 

P-value 

t-1 2.042   40 1.853   375  

t 1.742 -0.300 
�0.135� 

-0.100 
�0.135� 

40 1.661 -0.192 
�0.049� 

0.009 
�0.049� 

375 1.000 

t+1 1.612 -0.430 
�0.106� 

-0.020 
�0.106� 

40 1.448 -0.405 
�0.047� 

0.005 
�0.047� 

375 0.933 

t+2 1.420 -0.622 
�0.130� 

-0.112 
�0.130� 

40 1.353 -0.500 
�0.052� 

0.011 
�0.052� 

375 1.000 
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 D­pRETURNT ² � } ~> �d e @ ² # Ü� 

þ �­ º � + @ ��T { | ) ³RETURNT9 � � Â �  
 

\x� � � å � } ~d e @ � �  
o × é ¨ W T � � 4 5 , H4 5 O 9 P Q R � �� � � � � � .4 5 O 9

P Q R , H9 � � ê Å f[ 9 � � � VK � � } ~d e � � V � ; X� ` ß àä

Î K Í Í � 1 ¡ Z � � V  ! Cå è o� � � S Q � Î K ¨ 3 Goldfeld-Quandt 

¬ 0 C ¬ 0 � � 82001-2004NTobin’s Q, H4 5 O 9 P Q R � �� � � � � �

( W 4 5 O 9 P Q R � �T ñ �) Î K C\ ¬ 0 = Z � � C � ` Î K = Z � � N ¼

{ | ) 1 ¡ � � C N ` á â � � � C/lm6Ú � pOLS ¨ 3 H �X 

Hall and Liebman�1998�p4 5 O 9 P Q R ? ú O ë } ~V\ c ¤ � a �

� å C¼ 4 5 V� � � ; ¢� Â ¦ � � CH � 4 5 67 Ve � C1 ¡ � �   ½ Ý

�=" ` 9 £ � � ¢, � \ # Í � � æ V¦ ª � a b Xo × 	 � M 4 5 ú I � Y

� 4 5 O 9 P Q R � �� � � � � � VûÇC©¼ } ~� �a b X 

f�3-4�Cá â � � ^ _C4 5 O 9 P Q R � �� 4 5 � � Â V� � �IR�

V á â 	 �T1.198� t�T2.376�C�_ � ûÇ1%V IR N ¼ ROA ^ � ûÇ

1.198%C©BRxSRxRDxLnMVù ë : Ü�V á â 	 �6 � T�36.637�x6.100

�x42.386�x0.971��C© ¬ 0 � � t�6 � T�5.622x2.316x3.225x2.278�

�_ Ø Ü�o ¢ROA� ^ � V � ¦ ª ¢ � �¦ � X � � ã v � � ¿ R2T0.655C

F¬ 0 � VP�T0.000C�_ � � ã v V � Õ ; L Ü  C� Ø Ü�¢ROA@ æ V

ª 	 ^ � ¦ ª X 

fpROET � Ü�mn Cá â � � ^ _C4 5 O 9 P Q R � �� 4 5 � � Â

V� � �IR�V á â 	 �T0.414�t�T0.439�C�_ � ûÇ1%VIRN ¼ ROEû

Ç0.414%C©BRxSRxRDxDA LnMV ù ë : Ü�V á â 	 �6 � T�52.385

H3 4 5 O 9 P Q R  � H3 4 5 O 9 P Q R   
� 

 
� 

4 o � ðt-1û 
Ç� 

ç è z {

- ðt-1�
ûÇ� 

go

� 
4 o � ðt-1û 

Ç� 
ç è z {

- ðt-1�
ûÇ� 

go

� 

 
 

P-value 

t-1 20.172   40 26.892   375  
t 20.250 0.078 

�17.317� 
0.128 

�17.316� 
40 26.800 -0.092 

�8.558� 
-0.042 

�8.558� 
375 0.155 

t+1 9.553 -10.619 
�9.513� 

10.461 
�9.513� 

40 4.696 -22.196 
�5.222� 

-1.117 
�5.222� 

375 0.000 

t+2 -0.179 -20.351 
�13.800� 

5.989 
�13.800� 

40 -0.089 -26.981 
�6.337� 

-0.641 
�6.337� 

375 0.000 
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�x0.239�x19.532�x-21.113�x0.743��C© ¬ 0 � � t�6 � T�4.496x

0.170x0.816x-3.022x1.068��_ Ø Ü�8DA¢ROE � ^ � V ñ ¦ ª [ Clo

¢ROE � � ¦ ª X � � ã v � � ¿ R2T0.467CF¬ 0 � VP�T0.000C�_ � �

ã v Ø Ü�¢ROE @ æ Vª 	 ^ � ¦ ª X 

f� X d e V ² � ã äCpTobin’s Q T ² � } ~d e @ ² # Ü�mn C2

R � � IRT � �� f5�pv V^ � ý | � ^ � C¢ � �¦ � Xf ë : Ü�mn

o T � �¢Tobin’s Q � � ! ª 	 C� 	 mn É ^ � � X � � ã v V � � ¿ R2T

0.837CF¬ 0 � VP�T0.000C�_ � � ã v V� Õ ; 9 Í , C� Ø Ü�¢Tobin’s 

Q@ æ Vª 	 ^ � ¦ ª Xfp9 � � Â � T ² � } ~d e @ ² # Ü�mn C2R

� � IRxBRxSRxLExLnMV¢9 � � Â � S ñ ¦ ª C " 
 É ^ � � CÈ � ú

å T± � V9 � w � 9 \ p å # Z Í Ü ¯ Cp � � � 
 ® � �Xf � � ã v V �

� ¿ R2T0.237CF¬ 0 � VP�T0.000C�_� � ã v V � Õ ; L Ü  X 

�3-4 4 5 O 9 P � �� � � � V� � � } ~d e @ � � � 

� Ü�    
ROA ROE TOBIN’ SQ RETURN 

$ % ]  -8.190 
�-1.265� 

15.195 
�1.275� 

-0.333 
�-0.655� 

25.455 
�0.613� 

IR 1.198 
�2.376��� 

2.085 
�2.376��� 

0.090 
�1.846�� 

-1.990 
�-0.587� 

BR 36.637 
�5.622���� 

52.166 
�4.537���� 

0.919 
�1.489� 

-40.722 
�-0.989� 

SR 6.100 
�2.316��� 

10.605 
�2.312� 

0.417 
�1.694�� 

-15.640 
�-0.887� 

RD 42.386 
�3.225���� 

10.510 
�0.441� 

6.276 
�4.027���� 

ø 

DA ø -20.442 
�-2.957���� 

ø ø 

beta ø - ø 0.000 
 �0.803� 

BE ø ø ø -70.269 
�-6.432���� 

LE ø ø ø -3.919 
�-0.723� 

LnMV 0.971 
�2.178��� 

0.073 
�0.098� 

0.107 
�3.110���� 

2.794 
�1.056� 

go� 254 254 254 254 

P�&F 0.000 0.000 0.000 0.000 

Adj-R2 0.655 0.479 0.837 0.837 

þ �­ º � + Tt-statistic³*C**C***6 � �10%C5%C1% ^ � ý |  
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�C� �� Á 4 5 V � å ¯ ° � ' C� ¼ 4 5 � � 5   C©î =� � 4 5 xÊ Ë

� Ì Í ¸ Ve � C¼ Þ} ~d e Y @ a b C � § Black and Scholes�1973�ù Í

p4 5 O 9 P Q R   T 
 � ( µ C� 2� n H � � � e � VM > Xï ¢o� � a

Ô V � � 3 ¦ �  
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Wx� M  

o� � pg h = ~ l @ v w xv y z { T� � � � C� � H3 4 5 O 9 P Q

R ¢} ~d e æ Vª 	 CÈ Z 2R 6 U u Þ� � CÈ p â î Ô p � Ø > ­ 

1. f� �d e mn C � ` U - H3 4 5 O 9 P Q R C¼ 4 5 ` W 0 �æ ¿ CÈ

� S � 0 V� @ C z Þ9 � CS T � } ~V9 £ X© � 4 5 O 9 P Q R V�

�� Y � 9 � w � � } ~9 � Vv ¡ ©ûÇCå è C¼ 4 5 ¢9 £ V¤ ¥ C

Å ` W � X2R � � H�H3 4 5 O 9 P Q R } ~VROAxROExTobin’s Q

.9 � � Â � ù o ^ � � ` � H3 4 5 O 9 P Q R } ~C�_H3 4 5 O 9

P Q R � =� � 4 5 C¼ 4 5 ¢9 £ V¤ ¥ ¦ � § Ve � X 

2. f> �d e mn C± � 4 5 O 9 P Q R 	 ` H3 ¿ » N¸ È� S � 0 VO 9

� @ ' 3 C©f ) � �æ � ` 4 5 Ü àV� � 5   Ca b } ~d e Cï a b

I 9 � C©O 9 P Q R V� �å ©v b X2R H�8fpTobin’s QTd e V

² # Ü�mn [ ClfROAxROEx9 � � Â � ù T² # Ü��CH3 4 5

O 9 P Q R } ~d e o ^ � � ` � H3 4 5 O 9 P Q R } ~X�_H3 4 5

O 9 P Q R � � a b } ~@ > �d e X 

3. t 4 5 O 9 P � �� � � � � � V ­ ; C� � /� } ~d e � � V� � H

�C} ~ � Á 4 5 V � å ¯ ° � ' �C4 5 � � � � 5   C¼ } ~d e a b C

�_� + p4 5 O 9 P Q R T 
 Â @ � � : ; CV� =a b } ~d e @ e � X 

[ § v Â � � ^ _C) * H3 4 5 O 9 P Q R � é S 9 £ 9 P * Ô Õ CD 8

fp� X d e Tobin’s Q ² � > �d e �� ` ñ ò .Î 1 Vw �Èõ ä� � 3

�C� �æ L � C> � � F Tobin’s Q È � � � Cp � fp Tobin’s Q ² � > �d

e �C
 � H�H3 4 5 O 9 P Q R î > �d e [ C/lo ^ _U - H3 4 5 O
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