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ABSTRACT

The transparency of information disclosure in the context of corporate governance is the most important topical
issue. This paper examines the influence of corporate performances, ownership structure and board composition on the
transparency of information disclosure by using the 294 listed electronics in the Fifth Year Survey of Information
Disclosure and Transparency Raking System of Listed Companies in Taiwan. The following conclusions are drawn
based on the analysis of the data in 2008.

1. When the financial performance is better, the transparency of information disclosure is higher.
2. When the ownership is more concentrated, the transparency of information disclosure isworse.
3. There is no significant correlation between board size and information disclosure transparency.
4. The results indicate that introducing independent directors and supervisorsis a highly recommended mechanism to
gain a better rating in the information disclosure assessment system and obtain trust from the public.
Keywords: Transparency of information disclosure, corporate governance, corporate performance, ownership
concentration, board composition, regression analysis

INTRODUCTION

There have been a series of major corporate frautlse U.S., such as Enron, Worldcom and AHM. Lehma
Brothers declared bankruptcy and CFC, the largestgage company in the US, also reported a findmriais. In
Taiwan, there also have been some major financ@ldals and insider trading cases, such as Probdonmatics Ltd.,
Rebar and Acer Communications & Multimedia Inc. $&éncidents highlight the importance of corpogdgernance
in relation to the provision of untruthful publinformation that companies disclose to investorgestors are paying
more and more attention to the transparency ofiinddion disclosure.

Corporate governance can be divided into internrathmanisms and external mechanisms [Fremond anduCapa
2002]. Internal mechanisms are the systems designethnage and monitor businesses via internalgesérnance.
Examples are the operations of the board, the ledtaient and requirements of internal audits anctrob. External
mechanisms are the systems designed to drive manadgg external pressures, to seek company bengfitsetting
aside their personal gains. Examples are the domney companies by government regulations and MeAivities in
the market mechanism. There are two focuses irsysiesigns (Chen, 2007). One is to ensure the tagapliance
and reasonability of internal decision procedursd ¢his fall under the scope of the Company Acte Tther is to
assure full and accurate disclosure of companyrimigion. This falls under the governance of theuigc Exchange
Act and is achieved by the Information Disclosural alransparency Raking System established by Siecud
Futures Institute under the commission of TaiwarckBExchange and OTC.

This paper samples the listed electronics companigbe Fifth Year Survey of Information Disclosuaad
Transparency Raking System published by Secuii&situres Institute to example the correlation kesw financial
performances, corporate governance, board compiositid information transparency as part of intenmathanisms of
corporate governance. The research purposes &vtoags:
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1) to explore the correlation between the relevaariables of financial performances and informatuiaclosure
transparency;

2) to explore the correlation between the relevaatiables of ownership structure and informatioscltisure
transparency;

3) to explore the correlation between the relevaeatiables of board composition and information khisare
transparency;

4) to illustrate the effects of information disalwe transparency on financial performances andacatp governance
with empirical findings and to come up with releve@commendations.

LITERATURE REVIEW

Literature Regarding Indicators of Corporate Performances

Kaufman (1988) suggested that performance indisatan validate and prove that the original targetsresults
have been achieved. Fortuin (1988) defined perfoomaindicators as variables to measure the effigieand
effectiveness of a system as a whole or in pardrder to understand whether the operational psasesan meet the
determined goals. Good performance indicators shbelclearly defined, easy to understand, quicastess results,
able to determine appropriate targets and set @liletlying goals. They have to gain consistent agee¢ and
consensus.

Chen & Dodd (1997) indicated that the frequentledisccounting measures of corporate performanaes ar
returns on assets (ROA), returns on capital (RQ®) earnings per share (EPS). Niou (2001) refemeRS, ROA,
ROE and Tobin's Q as the variables for corporatt®paances.

Literature Regarding Ownership Structure

Morck, Shleifer & Vishny (1988) conducted an emgatistudy on the U.S. companies in order to ingasti the
influence of management holdings on enterpriseesliihe results showed that when the holdings byagement are
below 5%, the correlation with enterprise valuepasitive. When the holdings by management are @t and
25%, the correlation with enterprise values is nggatHowever, when the holdings by management bove 25%,
the correlation is back to positive again. Pond8g)9xamined the correlation between corporateop@dnces and
institutional investors and proposed three hypatbewhich are efficient monitoring, conflicts otenest and strategic
reasonability. Any correlations may be possible.

McConnell & Servaes (1990) probed into the corretabetween Tobin's Q and equity structures, andied
equity structures into three types, which are maemoldings driven, major shareholdings driven amstitutional
investments driven. They performed regression aealyand found that there exists a curved cormeldietween
Tobin's Q and the percentage of internal holdinys @ positive correlation between Tobin's Q andpbeentage of
institutional shareholdings. When the percentagmajbr shareholdings is incorporated into the regjom model on a
stand-along basis, there shows no significant tadiosm. However, when both the percentage of maj@reholdings
and internal shareholdings are incorporated into rigression model, they generate interactive tsffand report
significant correlation.

Mallette & Fowler (1992) examined the correlatiogtieeen board composition, equity structure and arate
control mechanism. The research finding showed itidépendent and external directors cannot effelstiexercise
their control mechanism. The agency theory suggensts organizations should adopt dual leadershipgrder to
enhance the independence of the board. When tlvergage of internal directors’ holdings increasks,company’s
intention to fight against acquisitions becomes keea There are interactive effects between the grgage of
independent and external directors’ ownershipsthaedeadership pattern of the board.

Agrawal & Knoeber (1996) investigated the use &f $kven mechanisms dealing with agency probleneekeat
managers and shareholders. These seven mechansrise gercentage of holdings by internal pariestitutional
investors, external major shareholders, extermaktbrs, debt policies, job markets for managets@mporate control.
The research results showed that a simple regressialysis on individual mechanisms and corporatéopnances
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reveals that the percentage of holdings by intepaaties, external directors, debt policies andhorate control are
correlated to corporate performances. However, Hipteiregression analysis on all the seven medmasiindicates
that the effects of the percentage of holdingsnbgrnal parties disappear.

Barnhart & Rosenstein (1998) adopted a simultaneaustion system to study the correlation betwessrd
composition, management holdings and corporateopaeinces. The research variables included the prge of
external directors, the percentage of managemeédinigs, the percentage of institutional shareh@djrR&D expenses,
debt ratio and Tobin’s Q. The results showed thate is a curved correlation between the percenthgexternal
directors and corporate performances and a noatlirtationship between the percentage of managemoddings and
corporate performance. Board composition, percentaigmanagement holdings and corporate performaasethe
three variables are jointly determined in a simétaus equations system.

Denis & Sarin (1999) used a cross-section anabysisa time-series analysis to examine the corogldtetween
equity structures and board compositions of indigidcompanies. The results indicated that whenp#reentage of
holdings by internal parties exceeds 20%, the companquestion would reduce the percentage of hgkliby
directors. When the percentage of holdings by ieddpnt, external directors is low, the company @agrdadually
increase this percentage. If the board size getdi (with more than 17 members), the company malgropriate
adjustments. The changes in equity structures aaddbcompositions are simultaneous.

Literature Regarding Board Compositions

Westphal (1999) investigated the interactions betwmanagers and boards of directors, and foundirihidue
addition to control and supervisory means, boafddirectors can also participate in corporate aunityy providing
recommendations. When managers and boards ofalisembrk together, it helps to improve corporatdqrenances.

Hermalin & Weisbach (2001) examined the correlabetween board characteristics and corporate pesioces,
and found that the smaller the board size and thatgr number of external and independent directbes better
corporate performances are. When the founder or B&Chigher percentage of holdings, the corporat®pnance is
worse. Hans & Theo & Elmer (2003) studied the datien between board characteristics and corpgrattormances,
and found that the size of the board is not cordlavith corporate performances. However, the nurobsupervisors
and corporate performances are negatively corcelate

RESEARCH DESIGN

Research hypothesis

Chen & Park (2002) found that the better returnshafres of a certain company, the better informadisclosure
becomes. Such a company receives recognition frmestors over time and will be highly valued. Nag&f02) also
indicated that high marginal profits would tempte tihanagement information to provide more infornmatidhe
increased disclosure is to testify that managevs lize capability to maximize the shareholderstugako that they can
increase their own compensations and secure their positions. Therefore, this paper proposes Hat there is a
positive correlation between financial performanaed the level of information disclosure transpayen
H1: When the financial performance is better, thegparency of information disclosure is higher.

Wang (2005) mentioned that when directors and sigms have higher percentage of holdings, the ddgr
more likely to disclose the information beneficia them, adopt the policies favorable to them, &de the
information disadvantageous to them. As a reshére is a negative impact on the quality of finahanformation
disclosure. Many studies have found that when msajareholders have higher holding, it is more jikblat they can
manipulate the transparency of information disalesat the expense of the right of retail sharehsldé&/eisbach (1988)
and Hudson (1992) both argued that when equityoixentrated with holdings by the management, tterasts of
managers and shareholders would be aligned, amttyagest would be reduced. While the corporategoerinces are
improving, they become more willing to disclose timormation and make information disclosure eveoren
transparent. Therefore, this paper proposes thethgpes as follow.
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H2-1: The percentage of holdings by directors amgksvisors and information disclosure transpareareynegatively
correlated.

H2-2: The percentage of holdings by major sharedrsicand information disclosure transparency areatinedy
correlated.

H2-3: The percentage of holdings by managers afiodnration disclosure transparency are negativelyetated.

Chen (2005) found that when the board size is tangd the board members have more diversified vackagls,
the demand for information disclosure is higher ttutheir varying needs for information. As a restile transparency
of information improves. According to the Secusti&€xchange Act, publicly issued companies can bkskab
independent directors in accordance with theircldi of incorporation. Independent directors shoptdvide
professional and objective opinions in differentrédns and assist the board to make the decisioss nemeficial to
companies. Huafang & Jianguo (2007) found thatetlieml significantly positive correlation betweée percentage of
independent directors on the board and the levahfoirmation disclosure. Independent directors helpenhance
corporate information disclosure. Therefore, tlapgr proposes the hypotheses as follow:

H3-1: The board size as a variable of board coniposi and information disclosure transparency assitively
correlated.

H3-2: The percentage of independent directors ampersisors as a variable of board compositions iafatmation
disclosure transparency are positively correlated.

Research variables
This paper applies the method proposed by Niouip(f8ans & Theo & Elmer (2003) in the definition thfe
variables to measure corporate performances, ohipeconcentrations and board compositions. Thendifihs and
measurements are explained as follows. The reseandhbles are benchmarked based on the data of. Z0te
relevant variables are sampled from Taiwan Econdmignal.
(1) Transparency of information disclosure (TIDJ€lresults are classified as 0 for C and C-, Bfand 2 for A+ and
A.
(2) Corporate performance measurements
After-tax net profits of tperiod—preferred share dividends
a. Earnings per share (EPS) Weighted average of No. of ordinary sharestaoting
After-tax net profits of the peti¢ interest expensesx (1—tax rate)
b. Returns on assets (ROA)  (total assets of the periedotal assets of the previous period) /2
c. Returns on equity (ROE)

After-tax net profits of the period
(Shareholders’ equity during the peribdhareholders’ equity of the previous period) /2
(3) Equity ownership concentration
a. Percentage of equity ownership by members obtized (PEB): The percentage of the holdings by bemof
the board when elected in terms of all the numlbenmmon shares outstanding.
b. Percentage of equity ownership by major shadsghel (PES): The percentage of the holdings by major
shareholders at the end of the period in termdl dfi@number of common shares outstanding.
c. Percentage of equity ownership by managers (PERE percentage of the holdings by managers ag¢rideof
the period in terms of all the number of commorrs@utstanding.
(4) Board composition variables
a. Board size (number of members of the board, NBle average number of the members (directors and
supervisors) sitting on the board each year.
b. Percentage of independent directors and supesvis the board (PIB): the average number ofridependent
directors and supervisors divided by the total nendd the members on the board.

Regression analysis
The regression analysis examines the linear relstiip of a single analytical response variable tdtipie
analytical explanatory variables. The result isyadr equation.
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Yn=PBoB1Xn1+ BXna+ ... + Bkt €& &~N(0,07)

Vn: the observation value on the response variabikeoh-th case

B: regression coefficient of the k-th explanatoryiakle.

Xk the value of the k-th explanatory variable of thth case

e, : corresponding errors, mutually independent andoimpliance of an normal distribution with an esaéion

value of 0 and variance of
n=1,.2,.....N k=1,2,.....k

The basic assumption of a regression analysis a&ssuhat the error items have to be normal, constadt
independent. Therefore, there are two componerasr@gression model. One is a regression equatidribee other is
error assumptions. If the error assumptions aresapported, the regression model is not applicddEanwhile, the
regression model has to pass an ANOVA test in aalelaim its applicability. The practice is to ens the equation is
correct with an ANOVA test and confirm the erragrits are in compliance with N (6% with an error analysis (Jou,
2002).

The tests on a regression equation can be dividiedthree steps. Step 1 is an ANOVA test, whichsatm
examine whether all the slope coefficients in thgression model are all 0. The tests are condweithd- statistics or
P values. Step 2 is a marginal test, which meamxpiore the explanatory power of individual exg@igory variables.
The tests are conducted with t statistics or Pegl$tep 3 is a model fit test, which serves tdaggpthe levels of

closeness between the predicted values and obsefaleés. The tests are conducted with adjusféd. The
cross-section data are mostly random samples. &laionship between variables is weak. TherefoseJoag as

adjusted R2is larger than 0.18, the model is considered fit.
Residual analysis can be divided into three aspexcfsllows:

1) Normality test: to examine whethefige a normal distribution. The test is conductechwit stats or p value.

2) Consistency test: to examine whether the variarice, is a constant®. The test is conducted with the graphic
method or variance regression method.

3) Independence test: to examine whether differgatezindependent of each other. In other words,sche®ore and
after do not influence each other. When the datacsois cross-section data, it means samples apgrad via
random sampling. At this point, the independencethef samples is implied, and therefore, the indderce
hypothesis is supported.

Research subjects and data selection

This paper samples the 294 listed electronics camepdn the Fifth Year Survey of Information Disslme and
Transparency Raking System published by Secuiti€situres Institute in June 2008. The system wéabtished by
Securities & Futures Institute under the commissimm Taiwan Stock Exchange and OTC. The rankings as
follows. The B grades account for the largest gr(@{p88%).

Table 1: Rankings of the assessed listed electromiompanies

Ranking No. of companies Total Percentage (%)
A+ 2 0.68

A 68 23.13

B 179 294 60.88

C 40 13.61

C- 5 1.70

EMPIRICAL RESULTS AND ANALYSIS

This paper conducts the descriptive statisticalysig of individual variables before exploring timfluence and
correlation between individual variables and cqroegling variables. It then establishes a multigigression model
and analyzes the explanatory power of independartidhes as a whole before examining the influesfcewnership
concentrations and board compositions on corp@at®rmances.
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Descriptive Statistics of Variables

This section first explains the presentation of disributions of individual variables and basiatgtics, such as
the minimum values, maximum values, means and atdrdeviations of individual variables. The resalis listed in
Table 2. As seen, the range of transparency ofrmdtion disclosure (TID) is between 0 and 2, withaverage of
1.0850. It indicates that information disclosureaishared acknowledgement. Due to the economic womnthe
standard deviations of corporate performance veesalsuch as earnings per share (EPS), returnssatisa(ROA) and
returns on equity (ROE), are rather large. Indigidtompanies report varying results. Fortunatdig,average numbers
are not bad. The percentage of equity ownershimégnbers of the board (PEB) ranges between 3.91% hi23%,
with an average of 19.56% and large standard dewitiThese figures indicate that not all of the ibers on the
board are significant shareholders. The highestevaf the percentage of equity ownership by majareholders (PES)
is 58.56% and the average is only 16.28%, indicaimgther diversified equity ownership in the elesics industry.
The average of the percentage of equity ownershimanagers (PEM) is as low as 1%, indicating a ikeagmall
portion of ownership by managers. The number ofntieenbers of the board (NB) ranges from 5 to 1& tonsistent
with that of Denis & Sarin (1999), who suggestecewlthe members of the board are over 17, the tszeds too big.
It shows that the average board size of the eleicsoindustry is within a reasonable range. Thecgrange of
independent directors and supervisors (PIC) raffiges 0% to 5%, indicating that some companies stlleh not
established independent directors. The averageep@mge is very low for those companies that do hagependent
directors. There is room for improvement.

Table 2: Descriptive statistics of variables

No. of observations Minimum Maximum Mean Standard Deviations
TID 294 .00 2.00 1.0850 .62067
EPS 294 -5.44 50.48 3.1168 4.,73173
ROA 294 -.55 44 .0773 .10581
ROE 294 -.68 .52 .1094 .16140
PEB 294 3.91 71.23 19.5615 12.21707
PES 294 .00 58.56 16.2838 10.32789
PEM 294 .00 18.97 1.0055 1.64551
NB 294 5.00 18.00 8.1973 1.88270
PIB 294 .00 5.00 1.5680 1.51684
Effective N 294

Spearman Correlation Analysis

Based on past studies, this paper conducts Pesgstsrto examine the correlation between transpgref
information disclosure with the variables in comuer finances (EPS, ROA and ROE), ownership conztoms
(percentages of holdings by directors/supervisorajor shareholders and managers) and board conamssitboard
size and percentage of independent directors goehgsors), in order to avoid collinearity and ngaimpacts on the
reliability of empirical results. The list of valikes for the regression models are establishedr@iogby. Table 3
includes product-moment correlation coefficientsl aignificance tests. As seen, there is a sigmifiemd positive
correlation between corporate performances (EPSA R ROE) and transparency in information disaleshe
correlation between variables is examined to enthatethere is no multi-collinearity.

Table 3: Correlation analysis of information disclsure transparency, corporate performances,
ownership concentrations and board compositions

TID EPS ROA ROE PEB PES PEM NB PIB
TID 1

EPS 218(%) | 1

ROA 230(%) | .701(*) | 1

ROE 247(%) | .684(*) | .954(*) | 1

PEB 070 014 042 051 1

PES 1033 032 110 109 -181(% 1
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PEM 1036 1036 1089 112 -.058 -.064 1
NB .003 -.035 -.014 -.009 125(*) | -.167(%)| -.067 1
PIB 1083 A56(*) | .221(%) | .241(*) | .160(*) | .012 029 319(*)

* indicates the 0.05 significance level (two tails)
** indicates the 0.01 significance level (two tails

Empirical study of financial performances and trangarency in information disclosure

A simple regression analysis is conducted to ingast the correlation between financial performaneed
information disclosure transparency, and validatetiver the hypotheses are supported.

H1: When the financial performance is better, taedparency in information disclosure is higher.

According to the results of simple regression asialyas shown in Table 4, the regressions moddtR$, ROA
and ROE show that F statistics are 14.504, 16.83d,18.948, with a P value of 0.000 for all and lEnghano=0.05.
Therefore, the alternative hypothesis is acceptkdpk#0) and the model is significant. Further studyeisammended.
The test statistics for the marginal test comemftetatistics, which are 3.808, 4.041 and 4.3&8pectively, for EPS,
ROA and ROE regression models. This shows thaetlsea positive correlation between financial perfances and
transparency of information disclosure (0.029, 1.8949), with a significance level of 0.01. The pncal study
supports the research hypothesis that when thendiala performance is better, the transparency iiorimation
disclosure is higher.

Table 4: Regression analysis of information disclage transparency and corporate performances

Independent variablgsarnings per sharegReturns on assets |Returns on equity
Dependent variables (EPS) (ROA) (ROE)
(Constant) 0.996 0.981 0.981
(23.492**) (22.425*) (23.099**)
Transparency of informatiqcoefficient (t) |0.029 1.35 0.949
disclosure (TID) (3.808**) (4.041*%) (4.353**)
F-value 14.504** 16.331** 18.948**
(0.000) (0.000) (0.000)
R 0.047 0.053 0.061
Adj-R® 0.044 0.050 0.058
* indicates the 0.05 significance level.
** indicates the 0.01 significance level.

Empirical study of the ownership structure and transparency in information disclosure
A simple regression analysis is conducted to ingast the correlation between ownership structuaed
information disclosure transparency, and validatetiver the hypotheses are supported.
H2-1: The percentage of holdings by directors amgksvisors and information disclosure transpareareynegatively
correlated.
H2-2: The percentage of holdings by major sharedrsichnd information disclosure transparency areatinedy
correlated.
H2-3: The percentage of holdings by managers afiodnration disclosure transparency are negativelyetated.
According to the results of simple regression asialyas shown in Table 5, the regression modeltHer
percentage of the holdings by directors and supersj the percentage of holdings by major sharehsldnd the
percentage of holdings by managers shows thattiststs are 163.231, 5.764 and 5.276, respectiwgshaller tharu=
0.05. Therefore, the alternative hypothesis is pieck (H: Bk#0) and the model is significant. Further study is
recommended. The test statistics for the margestl¢comes from t statistics, which are -12.776}02.and 2.297 for
the percentage of holdings by directors and supersj the percentage of holdings by major sharehsldnd the
percentage of holdings by managers. This showsthiea¢ is a negative correlation between the péagenof holdings
by directors and supervisors and major shareholdads transparency of information disclosure (-08)0&vith a
significance level of -0.0051. The result also shaWwat there is a positive correlation between ghecentage of
holdings by managers and transparency of informatisclosure (0.0091), with a significance level®65. The
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empirical study supports the research hypotheaisthie higher the percentage of holdings by dirs¢ct&upervisors and
major shareholders, the worst transparency in inédion disclosure becomes. Meanwhile, when the gensahave
higher percentage of holdings, the transparenayfammation disclosure is better.

Table 5: Regression analysis of information disclage transparency and ownership concentration levels

Independent variablé®ercentage of equiPercentage of equiPercentage of  equi
ownership by membeownership by majqownership by managers
Dependent variables of the board (PEB) |[shareholders (PES)|(PEM)
(Constant) 0.799 0.646 0.555
(56.52**) (69.482**) (15.107*)
Transparency of informati¢coefficient (t) [-0.0066 -0.0051 0.0091
disclosure (TID) (-12.776%**) (-2.401*%) (2.297%)
F-value 163.231* 5.764* 5.276*
(0.000) (0.017) (0.023)
R 0.466 0.030 0.027
Adj-R® 0.463 0.025 0.022
* indicates the 0.05 significance level.
** indicates the 0.01 significance level.

Empirical study of the board compositions and tranparency in information disclosure

A multiple regression analysis is conducted to #tigate the correlation between board compositiand
corporate performances, and validate whether thethgses are supported.

H3-1: The board size as a variable of board contiposi and information disclosure transparency arsitiyely
correlated.

H3-2: The percentage of independent directors ampersisors as a variable of board compositions iafatmation
disclosure transparency are positively correlated.

According to the results of simple regression asialyas shown in Table 6, there is a positive ¢ation between
the board size and transparency of informationlalisze; however, such correlation is not significarhe empirical
result does not support the research hypothesisther words, when the board size increases, flseimce on the
transparency of information disclosure is not obgioT his may be because the average size of thddoaTaiwan is
relatively small and there is little variance betwecompanies. As a result, this variable does Rrbib# significant
influence in the empirical study. The regressiordeidor the percentage of the independent dire@acssupervisors
shows that F statistics are 3.244, smaller tirar®.05. Therefore, the alternative hypothesis is pieze(H: pk#0) and
the model is significant. Further study is recomdezh The test statistics for the marginal test cofram t statistics,
which are 2.440. This shows that there is a pasitiorrelation between the percentage of indepentdiesttors and
transparency of information disclosure (0.684),hwét significance level of 0.01. The empirical stugypports the
research hypothesis that when the percentage epamtient directors, the transparency in informatiselosure is
better.

Table 6: Regression analysis of information disclage transparency and ownership concentration levels

Independent variable Percentage of independent direc
Dependent variables P Size of the board (NB) and supe?visors(PIBp)
(Constant) 1.077 0.237
(6.635) (0.044)
Transparency of informati¢Coefficient (t) |0.001 0.684
disclosure (TID) (0.053) (2.440*%)
F-value 0.003 3.244*
(0.958) (0.013)
R 0.000 0.066
Adj-R® 0.000 0.046
* indicates the 0.05 significance level.
** indicates the 0.01 significance level.
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CONCLUSIONS AND SUGGESTIONS

Conclusions

The purpose of corporate governance is to estahlisimternal mechanism and an external mechanisdnite
the management team to protect shareholders’ rightk interests, as well as upholding the legaltsighf other
stakeholders as laws stipulate. Thus, corporatergawnce is a widely discussed issue, which has jpesnoted by the
government and actively practiced by the privatetae However, there are only high-level policies aguidelines
regarding corporate governance and the relevarst éasl regulations are yet to be implemented. Toszethere is still

a large room for discussion. This paper samples28+ listed electronics companies in the Fifth Y&arvey of

Information Disclosure and Transparency Raking @wspublished by Securities & Futures Institute, andlyzes the

2008 data to explore the influence of corporatefgperances, ownership structures and board compasiton

information disclosure transparency. The findingsas follows:

1. When the financial performance is better, th@gsparency information disclosure is higher. Thisearch finds that
when financial performance is good, the managementd prove their ability in further enhancing therformance
by disclosing more information to gain trust frommetpublic. This is a good way to improve ranking tire
Information Disclosure Ranking System.

2. When the ownership is more concentrated, thmsparency information disclosure is worse. Thisdsause there are
many family enterprises in Taiwan, and it is comntbat family members are the responsible persodssanior
managers. Ownership and management are overlappedmakes the management even more authoritativieei
companies. Although this helps to implement ingtomns, dictatorship of leaders is also likely. bck an instance,
they would not disclose in detail all the key infation.

3. As for the correlation between board compos#tiamd information disclosure transparency, the sogbistudy
shows that there is no significant correlation kestv the board size and information disclosure pamscy. This
may be because the board sizes in Taiwan tend sonb# and within a reasonable range. Therefoig ftittor does
not have any significant influence.

4. Independent directors are introduced to thearatp governance system to facilitate the bessiets for companies
with the presence of a group of professionals witvested interests. The empirical result alsocetgis that there is
a positive correlation between the percentage tfilgs of independent directors and supervisorsiafamation
disclosure transparency. However, the establishmieimdependent directors and supervisors is orbgginning of
the reformation. The board of directors and superg has to continue its transition into a monitgniole, in order
to enhance the transparency and correctness dettision-making mechanism.

Research limitations and suggestions

1. This paper only conducts an empirical studyfenlisted electronics companies in Taiwan. Whetherempirical
results are applicable to other industries requigggication by future studies.

2. The definitions of samples are not clear dug fack of sufficient disclosure in Taiwan.

3. The identities of directors and supervisorsrarieeasily defined, and it is difficult to differgsite who are internal or
external directors. Therefore, there are considenastrictions in the design of research variables

4. The establishment and assessment of the databeskependent directors and supervisors is afind imperative.

5. The transparency of information disclosure igject to the influence of many factors, which aiféallt to quantify.
Thus, it is not incorporated into the scope of tlaper. As a result, the adjusted coefficient efrbgression analysis
is obviously low.
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