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Abstract

The purpose of this paper is to examine the effect of corporate governance on
earnings forecasts errors. The sample of the study consists of public companies in
Taiwan for the period from 2005 to 2015. The main feature of this study is that we
divide agency problem into core agency problem and equity agency problem, and we
explore the relation between ownership structure, board characteristics and earnings
forecasts errors. Overall, this paper expects to explain corporate governance can reduce
agency problem and the efficient corporate governance can decrease earnings forecasts
errors.

The empirical results indicate as follows : First, managerial ownership is
negatively related to earnings forecasts errors and hence  supports
convergence-of-interest hypothesis. Second, as controlling right deviates from cash flow
right, earnings forecasts errors is getting worse, that is, core agency problems become
more serious in the firm. Finally, the shares of board directors, the shares of institutional
investor and the proportion of independent directors have negative relationship with
earnings forecasts errors, but the pledged share ratio of directors and chairman served
CEO have positive relationship with earnings forecasts errors.
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RS © CORE Btz O AEERRA{CEE S DIR REELFRIAILR | PLE BB BACEE LR
A NFrREEA ¢ SIZE Ry /A IR ¢ NILYB RyRiisii s < e e

faE

INST Ayt

- VAR FyfipsE Bt © FOL Ryyifrhi

IRBES  DAYS B TEHIEGEE ; ELEC AT B - Hob “FoRfEEE K 10% FEE » * FrE
BEKAE 5% THEE > M SoRfEEEKE 1% FEE -
F 4 (R E SN KR TE R 2 &
0 (AEF) fE{ —(AAEF)

R Beta T VIF S Beta T VIF
(HED 0.178  8.909 *** CHEED 0.148  7.500 ***

CEO -0.135 -2.115 ** 1.149 CEO -0.148 -2.357 ** 1.149
CORE 0.038 2.736 *** 1.128| CORE 0.037 2.667 *** 1128
BDSIZE 0.001 1.633 1.194| BDSIZE 0.000 0.283 1.194
IND -0.091 -8.839 *** 1147 IND -0.082 -8.023 *** 1147
CEOD 0.009 2.613 *** 1056 CEOD 0.006 1.929 * 1.056
RANK 0.002 1.078 1.005| RANK 0.002 1.182 1.005
SIZE -0.010 -7.923 *** 1639 SIZE -0.007 -5.326 *** 1639
NILYB 0.181 35.958 *** 1.024| NILYB 0.194 39.076 *** 1.024
VAR 0.010 7.019 *** 1.166 VAR 0.009 6.688 *** 1166
FOL -0.003 -6.356 *** 1489 FOL -0.004 -7.513 *** 1489
DAYS 0.000 17.132 *** 1321| DAYS 0.000 16.667 *** 1321
ELEC 0.020 6.585 *** 1114 ELEC 0.017 5.750 *** 1114
F 170.473 *** F 187.965 ***
Adj-R? 0.140 Adj-R? 0.144

ST @ AEF K AAEF 73 Al Ry SR TEDRIEAAZ e B BRTRMIER 2 2 S8 HHE © RANK B &SR Tl 54 CEO R/ETERS

LS § CORE R O REHFRACEEEL  BSIZE RS EHIE |
(EARAEE 7 FEHEEEL © SIZE RN EIRUE - NILYB Rypinii s - ME e s

IND R fgir#ESHEEA | CEOD HEH LI
VAR FyfierSE Bt - FOL Ryorifr

FliERIESL © DAYS R FEMINFEE » ELEC RyfE 7SR ZFEHEERL - Hh *FoRfERIE/CE 10% T > * &R
R FOMERE KA 1% THEE

FERE/KAE 5% TR -



30 HAgesROCET > 2017 4 12 H 0 B

7 5 (UM A e (S )& B B AR TR s 2

1 = (AEF) 0 =(AAEF)
R Beta T VIF R Beta T VIF
(FED 0.183 8.602 *** (FED 0.152 7.221 ***
CEO -0.160 -2.477 ** 1.184 CEO -0.174 -2.724 *** 1.184
CORE 0.069 4,185 *** 1574 CORE 0.067 4,101 *** 1574
DIR -0.043 -3.467 *** 1,514 DIR -0.043 -3.454 *** 1514
PLE 0.056 6.016 *** 1.074 PLE 0.054 5.935 *** 1074
INST -0.107 -4.310 *** 1.152 INST -0.111 -4.547 *** 1.152
BDSIZE 0.001 2.247 ** 1.205 BDSIZE 0.001 0.905 1.205
IND -0.098 -9.453 *** 1155 IND -0.088 -8.637 *** 1.155
CEOD 0.009 2,552 ** 1.058 CEOD 0.006 1.862 * 1.058
RANK 0.002 1.136 1.005 RANK 0.002 1.237 1.005
SIZE -0.010 -7.681 *** 1.834 SIZE -0.007 -5.154 *** 1.834
NILYB 0.176 34.730 *** 1.040 NILYB 0.189 37.810 *** 1.040
VAR 0.010 7.372 *** 1170 VAR 0.010 7.034 *** 1170
FOL -0.003 -5.976 *** 1.497 FOL -0.003 -7.126 *** 1.497
DAYS 0.000 17.523 *** 1327 DAYS 0.000 17.058 *** 1.327
ELEC 0.021 6.629 *** 1159 ELEC 0.018 5.825 *** 1159
F 141.379 *** F 155.473 ***
Adj-R? 0.041 Adj-R? 0.045

S © AEF J AAEF 5771 B 2 b T AR 22 R B TN 72 2 SR BT 5 RANK By &0 malie 54k » CEO RyB il Hy

BEHE%  CORE A% ERRIE TS, © DIR RS BRALLY | PLE RS SR HERMLLE  INST Atk

SR ASFRREE © BSIZE A @ifs  IND ATt ; CEOD i T 3 (TARAST Y R iiast ;

SIZE Ay/AFIHE  NILYB SRS 2 R BEEEs VAR RRERSEFRIM: | FOL S5 RRliRRERy | DAYS Tl

BRE | ELEC AP T3 2 ety - Hiop *FUR{EmiE K 10% FEEE - * FRfliEkeE 5% FEE -

o FTAEREKE 1% TR «

{f ~ &5am

KWFELEEE i (HE) AT R » MR CEE R 7 B i QR R RE A
O > BT A EDEH 2 IOEAEIE R B R R e TR = 2 s » FRE4E
W

B R PE AR P R R TEONIRR 22 By 52 A (A S Bl (% > B2 Jensen and Meckling(1976)
FrE A e U s R - BVEBE R E A B EAVRER - B BEFRERA S - S
TN ~ SIFECERIEATEEMALTT R > FTiER i g8 HE CRIE - 88
HEMNGZHFTEEEEN—20 BHERISRGEHETAFR » B8N 5 & i
o B TR RE R PN R SR B 6 422 Al R AL <7 B 5 SRR (e B AR B B TEUH
inre BA TR B R G S E RAGERERAVEIRAHTT - B E 2R R A E HR A2 i 1 B
RemElREEEERAR  BERENANGEREAE DERAER  BEIEHIR g
B AFEsRE g &R MIERMA S EENA G EN - SR K R HA
SIS BAER - EEA T B S8 BRI S R R iR AT SEMEIRAR - HEM R 2
Sy ATRTELBR TRHIRR 2

EEEFRIERASE - 5T SN G ANREEEE  EMEEEHEBRCE
FIEVAERRTRE » B DB BT R BRI T By » B MR RE A SRR SR B ik - {H



ANELAEBEGTHNZ %8 31

B R TR A P RCSE T E IR - G (A N E iR B S (B B e A e
FR BRE - 8 ACERVERE ARSI T A e B B SR N Y
HERTRIHERR - DU BN EI(E - B ETEN SRR > Sl errE iR =
IHBEA o TR ARFRREE RN - Eidm HEr BRI R BB B E BN -
CCERRERT T A 2 ARERBEAS > SRl R PR R 72 ST RE A S KK

HEGERE D SN EE R R EREE - g T ANEE 25T
HEEGEIN  RleBEERBRESHATEN - FRFER ST R EET R >
TG I B et o B - (R A SIS e s AR SR IReR - Rl A BRTNER RV - H
HERGHREREHE  NEFERHZEILY SR AR EHE FTh
e BHARSERSEET R  MEEFEENGBRELE AT ERGE - SHTH
FERTRMERAE R eI -

SEUR

ForE AN 2012 i OB R E S e BT 2 R0 Gt atimes 0 2(2) 0 69-113 -

TN~ AETE > 2002 - EHE HEEE A M A ETHHE SR G 25 - gatar
i 34 > 77-99 -

PHEL BN~ FEREE 0 2003 0 FA RSB FIIRATT BB R - DA GBI EE
EHAERG - 585 TSR] > 14(4) - 75-138 -

S0 » 2002 - 3 HTERTERIGR 2= BN SIRF RV BRI M - TTROREEEHSE AT AR ki £
aff °

FtT— ~ BRERAT ~ BRIFZE > 1996 » SR SE ~ BB SIEE 2 W5 - RIS
] - 4(1) > 115-139 -

ERME - SO1EFR - ML 0 2005 » SEHIMETB THRIBLE A GR A G RAGHE 2 i 5T - BRI
¥z » 22 (5) » 629-651 -

PRAEHT ~ PREEZ » 2005 » BEEE T35S s il 14 A S THORIER 22 THHH 2 i 75 » B BR RS » 22(5) -
585-606 -

iS5 > BRIE(Z - 2002 » EEFRERGEE A ot R ar SR SRR AR M o - ERE
HEmEs 0 13(1) » 127-162 -

SR - EEE - MUNE 2 2015 EREEAEET - SR FRERAI TS B
CEM S E S

TP~ BE - FEER - MRIGEE > 2004 o 5 R (R RE S N S E{E 2 A BB (g

B ERCR T - FatElAENEH > 1(2) » 67-90 -

FFERIR ~ B > 2005 - A EDABEEE LR E SRR Z RIBEENT IS B e e R
BEobitaT &am L& ¢ 20-55 -

=ANE - T~ BUEES 0 2009 - BERESERE - BE RS - GETEIAZ R B E BRIV B T A
TRAETE 2 Bl SE - EUEEt - 10(2) - 29-62 -

TEIRIE - 2EE - R > 2002 - AEDAHEBIETE 247 - adbmEE UL -

Bacon, J., 1973, “Corporate Directorship Practices: Membership and Committees of the
Board,” New York: The Conference Board and American Society of Corporate

Secretaries.
Bartov, E. F., A. Gul and J. S. Tsui, 2000, “Discretionary Accruals Models and Audit



32 MeEmoET 0 2007 E 12 H o E

Qualifications,” Journal of Accounting and Economics, 30(3), 421-452.

Beavor, W. H., 2002, “Perspectives on Recent Capital Market Research,” Accounting Review,
77, 453-474.

Bonner, S. E., B. R., Walther and S. M., Young, 2003, “Sophistication-Related Differences in
Investors' Models of the Relative Accuracy of Analysts' Forecast Revisions,” The
Accounting Review, 78(3), 679-706.

Botosan, C. A., M. A. Plumlee and Y. Xie, 2004, “The Role of Information Precision in
Determining The Cost of Equity Capital,” Review of Accounting Studies, 9 (2), 233-259.

Cheng, Q. and T. D. Warfield, 2005, “Equity Incentives and Earnings Management,”
Accounting Review, 80, 441-476.

Chen, S., X. Chen, and Q. Cheng, 2008, “Do Family Firms Provide More or Less Voluntary
Disclosure,” Journal of Accounting Research, 46(3), 499-536.

Cheung, Y. L., P. R. Rau and A. Stouraitis, 2006,“Tunneling, Propping, and Expropriation :
Evidence from Connected Party Transactions in Houng Kong,” Journal of Financial
Economics, 82, 341-386.

Chiou, J., T. Hsiung and L. Kao, 2002, “A Study of the Relationship between Financial
Distress and Collateralized Shares,” Taiwan Accounting Review, 3(1), 79-111.

Claessens, S., S. Djankov, J. P.H. Fan and L. H. P. Lang, 2002, “Disentangling the Incentive
and Entrenchment Effects of Large Shareholdings,” Journal of Finance, 57, 2741-2772.

Clernent, M. B. and S. Y., Tse, 2003, “Do Investors Respond to Analysts' Forecast Revisions
as if Forecast Accuracy Is All That Matters?” The Accounting Review, 78(1), 227-249.

Cornett, M. M., J. J. McNutt and H. Tehranian, 2009, “Corporate Governance and Earnings
Management at Large U.S. bank Holding Companies,” Journal of Corporate Finance,
15, 412-430.

Dechow, P. M., R. G. Sloan, and A. P. Sweeney, 1996, “Causes and Consequences of
Earnings Manipulation : An Analysis of Firms Subject to Enforcement Actions by the
SEC,” Contemporary Accounting Research, 13, 1-36.

Epps, R. W. and S. J. Cereola, 2008, “Do Institutional Shareholder Services Corporate
Governance Ratings Reflect a Company's Operating Performance?” Critical
Perspectives on Accounting, 19(8), 1135-1148.

Haniffa, R. M. and T. E. Cooke, 2002, “Culture, Corporate Governance and Disclosure in
Malaysian Corporations,”Abacus, 38, 317-349.

Hillman, A. J., M. C. Withers, and B. J. Collins, 2009, “Resource Dependence Theory: A
Review,” Journal of Management, 35 (6), 1404-1427.

Ho, S. S. M. and K. S. Wong, 2001, “A Study of the Relationship between Corporate
Governance Structures and the Extent of VVoluntary Disclosure,” Journal of International
Accounting, Auditing and Taxation, 10, 139-160.

Hope, O. K., 2003 “Disclosure Practices, Enforcement of Accounting Standards and Analysts'
Forecast Accuracy : An International Study,” Journal of Accounting Research, 41(2),
235-271.

Jensen, M. C. and W. Meckling, 1976,“Theory of the Firm: Managerial Behavior, Agency

Costs and Ownership Structure,” Journal of Financial Economics, 3, 305-360.

Jensen, M. C. and R. S. Ruback, 1983, “The Market for Corporate Control: the Scientific
Evidence,” Journal of Financial Economics, 11, 5-50.

Jelic, R., B. Saadouni and R. Briston, 1998, “The Accuracy of Earnings Forecast in IPO
Prospectuses on the Kuala Lumpur Stock Exchange,” Accounting and Business
Research, 29(1), 57-72.

Jiambalvo, J.,S. Rajgopal and M. Venkatachalam, 2002, “Institutional Ownership and the
Extent to which Stock Prices Reflect Future Earnings,” Contemporary Accounting
Research, 19 (1), 117-145.



ANELREBEEGTHNZ 8 33

Johnson, S., P. Boone, A. Breach, and E. Friemdan, 2000, “Corporate Governance and the
Asian Financial Crisis,” Journal of Financial Economics, 58, 141-186.

Klein, A., 2002, “Audit Committee, Board of Director Characteristics, and Earnings
Management,” Journal of Accounting and Economics, 33(3), 375-400.

Kross, W., Ro, B. and D. Schroeder, 1990, “Earnings Expectation: The Analysts’ Information
Advantage,” Accounting Review, 65, 461-476.

La Porta, R., F. Lopez-De-Silanes, A. Shleifer, and R. Vishny, 2002, “Investor Protection and
Corporate Valuation,” The Journal of Finance, 57 (3), 1147-1170.

Lang, M. H. and R. J. Lundholm, 1996, “Corporate Disclosure Policy and Analyst Behavior,”
Accounting Review, 71, 467-492.

Pound, J., 1988, “Proxy Contests and the Efficiency of Shareholder Oversight,” Journal of
Financial Economics, 20, 237-265.

Schipper, K., 1911, “Analysts' Forecasts,” Accounting Horizons, 5, 105-131.

Shleifer, A. and R. Vishny, 1997, “A Survey of Corporate Governance,” Journal of Finance,
52(2), 737-783.

Warfield, T. D., J. J. Wild and K. L. Wild, 1995, “Managerial Ownership, Accounting
Choices, and Informativeness of Eamings,” Journal of Accounting and Economics, 20
(1), 61-92.

Xie, B., W. N. Davidson and P. J. DaDalt, 2003, “Earnings Management and Corporate
Governance : The Role of the Board and the Audit Committee,” Journal of Corporate
Finance, 9(3), 295-316.



