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Abstract

This study examines the impacts of corporate disclosure transparency and
family control factor on the value relevance of earnings. We use the evaluation
results of the information disclosure evaluation system of Securities and Futures
Information Center (SFI) as the disclosure transparency proxy. Using the sample of
firms listed on the Taiwan Stock Exchange (TSE) and Over The Counter (OTC)
from 2003 to 2006, we find that corporate disclosure transparency has a
significantly positive association with the value relevance of earnings. This result
suggests that greater corporate disclosure transparency affects investors’ perception
of the credibility of financial reports, and further enhances the value relevance of
earnings. Besides, the value relevance of earnings of the family-controlled firms is
significantly lower than nonfamily-controlled firms.

Keywords: Corporate disclosure transparency, Family control factor, Value
relevance of earnings
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TD 0.2290 0.0000 0.4203 0.0000 1.0000
FC 0.3953 0.0000 0.4890 0.0000 1.0000
UE 0.0239 0.0070 0.2128 -2.8800 2.8598
Panel C © # 4] % #ic

PER 0.2398 0.2285 0.3363 -0.8003 1.2381
BETA 0.8005 0.8059 0.3731 -0.2704 1.8530
VAR 0.4556 0.3577 0.3524 0.0335 3.4125
GROWTH 1.5109 1.2300 0.9617 0.1500 6.1300
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LOSS 0.2000 0.0000 0.4006 0.0000 1.0000
SIZE 15.1505 15.0215 1.1676 12.2102 18.9646
MARKET 0.6536 1.0000 0.4759 0.0000 1.0000
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22 5 LR B ABBRTANNTAMBED B E FOESY L £ 2
R do o BB BFPHFRATHRTE £ &Kis {Mann—WhltneyU %
Lo AT EREAED BFIRAZF LT 3 2 FEHLE - Panel A £ U
RETBOTABMBIFESF BT ABBEP RS L REP D2 P BT
FPehaPa o7 T2 & #cik T Mann-Whitney U #% 7 %% 3 712
BHRARASFLFAREP 27 > 5 F 2397 BHAAFLFTART SR
2P o j€ Panel A ¥ Bhv, TGP RRGHNF > HEEL L H TR ¥
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203
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Panel A : F4hE % P & (TD)

FRRGP h P

FMPFFEP o P

SRR N i

% #% N=712 N=2397

Tiof ¢ ik Tiofe ¢ ik t ¥ T M-W # %
SCAR -0.3083  -0.8873 0.6053  -02078  -4.7214 77 -3.7512""
UE 0.0233  0.0101 0.0240  0.0066 -0.1004 -0.5529
FC 0.3933  0.0000 0.3959  0.0000 -0.1271 -0.1271
PER 02784  0.2767 0.2283  0.2127 3.4036 7 3.4270™
BRTA 0.8716  0.8923 0.7794  0.7852 58206 7 5.5478"
VAR 0.4384  0.3524 0.4607  0.3614 -1.5816 -0.5824
GROWTH 1.6357  1.3500 1.4739  1.1900 3.9504 77 535117
LEV 38.7686  39.6600  40.4772 403400  -2.5745 7 -1.8050"
LOSS 0.1180  0.0000 0.2253  0.0000 72477 7T - 6.2759
SIZE 15.6347 154238  15.0067 149298  11.0378 " 10.1411""
MARKET 0.7472 1.0000 0.6258 1.0000 63687 7 5977127
Panel B : #2%#4] %1% (FC)

FEEEA A P PR 1P AEEALIRR T

% % N=1229 N=1880

Tinge ¢ ik Tiofe ¢ ik t ¥ T M-W # 2
SCAR 0.1036  -0.7773 0.5873  -0.0651  -2.6931 7 -2.9839"
UE 0.0368  0.0110 0.0154 0.0046 25757 7 2.4656"
FC 0.2278  0.0000 0.2298 0.0000  -0.1271 -0.1271
PER 0.1882  0.1406 0.2735 02820  -6.9693 - 74257
BRTA 0.8090  0.8246 0.7950 0.7925 1.0240 1.4576
VAR 0.4241  0.3234 0.4762 03824  -4.0414 T -6.1197"
GROWTH 1.3281 1.0800 1.6305 1.3350  -9.0078 " -9.5234™
LEV 39.8303  39.5500  40.2531  40.7100  -0.7129 - 1.0615
LOSS 0.2400  0.0000 0.1750 0.0000 43318 7 44256
SIZE 155272 15.5009  14.9042  14.7752  14.7329 7 15.2859™"
MARKET 0.7819  1.0000 0.5697 1.0000 129338 " 12.1586"
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SCAR={L 1t B ff T30 F 4R ;

TD=FHBEP R(RREE > F 27 A TAMBEREPN FRE 1> F015 0
FC=joripdl £ F (B RE > 27 5 RAELFIEFFRS 10 FR5 05
UE=AFEH F4> 2 5t 22 -] B2 BN PHRPH g & P40 T2
PER=Z 412> 2@ 16 F Z4- 14 p Ml L 2

BETA= % sLh *%h > % S 78 2

VAR=F 4% fic> " 225 165 Zip2 L8 1§78 2
GROWTH=#% £ ¢ » 57 5 E{EF ks 2t

LEV=£ R F A2

LOSS=4# ¥ E4F (R ¥H > F 2P RUEENZ A ERZ 1 FR5 0)3
SIZE=2 & > AP ARFT A2 RS § PP Rt

MARKET=7 #3| fi (€8> F =7 5 3 FX 5 10 FA15 0)-
kT aE 1%BE F K PR T S%AEE R F AT 10%E F Ok
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PREAAHT

23 5 2VERAL S RERFATRSE o d 300 E ) T2 3 (Ordinary
Least Square > fj #£ OLS)i& Fix §F » 47/ > ¥ iv j P A2 & [T % £
(heteroskedasticity) 3. % (White 1980) » ]yt # %7 ¢ * White’s test # T #1775 &
s T REFRTREIM 2w iFst > 2 White % # R oL frz o

BAO AFAHURBELTF FTRPME G ATEY FHUE)Z R Rt
T o F RF(SCAR) T AE F 1 ApfE o i 1% B 2R > BEH S dp f o B
s % 2 Ball and Brown(1968)F7 7 % % - R AP I EEFF S FR A2 ¥
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ARG DT A T ﬁwﬁ e o T g Fle FTAHE 4»3— Sy
MR F RS @ A2 K f 3 Mﬁﬁw CATFHFHBETAHRBEP R 2
7 (UE*TD)$HHR 2 i+ A 4 & ¥ SF p/(SCAR) L AR ¥ L Ap B > &2 3 Pﬁp—» o Ap H
(GE 5%:Bg F K ) > g ,‘.é-‘i:gi? Lang and Lundholm(1996) ~ % £ X % (2005) 9
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Tk A THER TREN RAREORLAAIARFANE > BT #E
Hhp 2B é‘ﬁ%??‘-@%mﬁzﬁ T 2o H - il AR
BB RAL PR BN - R

51 FRMBET A FIEEAITIA R BRI B M e k- 2N A

SCAR, = f, + BTD, + B,FC + B, UE;, + B,UE; xTD, + BLUEXFC,
+B,UE, xPER, + 8,UE,, x BETA, + ,UE,, xVAR, + ,UE,, xGROWTH,
+B,UE, xLEV,, + 3, UE,, x LOSS, + f3,UE,, xSIZE,, + A, UE,, xMARKET, +5,,

2 #c PSS 3 TR 7 #ic t- B
Intercept Bo ? 0.6367 5.3176 o
TD B ? -0.9709 -4.7975 e
FC B2 ? -0.5656 -3.2628 e
UE B3 + 28.3783 4.1355 e
UE*TD B4 + 2.2741 1.6936 *
UE*FC Bs - -1.7372 -1.9850 *
UE*PER Be + 0.5543 0.3548
UE*BETA B7 - -4.8832 -3.6444 e
UE*VAR Bs - -2.1441 -2.2028 *
UE*GROWTH Bo + 0.4699 1.0582
UE*LEV Bio - -0.1655 -5.9602 e
UE*LOSS B - 0.5442 0.5140
UE*SIZE B2 ? -0.3944 -0.7825
UE*MARKET Bis - -0.4175 -0.4007
Adjusted R 0.1134
F value 31.5 e
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PER=Z 43+ » 12 % 162;%# FEp 2\ Aphd 78 2

BETA= % %uh *%& > 7 FH 78
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GROWTH== £ {8 ¢ > 5% 51 B4 cte g i m2 1t

LEV—Fﬁﬂﬁ & . @“ﬁ}” o
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# = Hausman p 2 +# 2 8% %

SCAR;, = B, + BTD;, + B,FC,, + B, UE; + B,UE; xTD,, + B,UE X FC,;,
+ BUE; x PER; + B,UE; x BETA , + B,UE;; xVAR;;
+ B, UE; xGROWTH,, + B,UE; xLEV, + B, UE,;, x LOSS; |
+ B, UE, xSIZE,, + B,;UE,, x MARKET,, + B ,UE; xRESID _TD +¢,

® & Sk S S t- &
Intercept Bo ? 0.6333 5.2890
D B1 + -0.9729 -4.8079
FC B2 - -0.5690 -3.2824
UE B3 + 40.0530 3.5308
UE*TD B4 + 15.1095 1.5077
UE*FC Bs - -1.8226 -2.0769
UE*PER Be + -0.0815 -0.0497
UE*BETA B7 - -4.7533 -3.5379
UE*VAR Bs - -1.8985 -1.9146
UE*GROWTH Bo + 0.2925 0.6294
UE*LEV Bio - -0.1518 -5.1120
UE*LOSS B - 1.5389 1.1757
UE*SIZE Biz ? -1.3990 -1.5102
UE*MARKET Bis + -0.1280 -0.1202
UE*RESID TD B4 ? -13.0521 -1.2924
Adjusted R? 0.1136

F value 29.45 o

SCAR=H#-% it B T 328 §3Fp ;

TD=F B EP R(REEH > 227 3 FTRMBEREP FXZ 10 33 0)3
FC=flaidl £ F(m# % 27 5 RERPEFFXS 10 FRIG 0):
UB=ATEH F4 > S ¥ t&Z -] 2 F R P ¥ i N TR
PER=F 4441 > U275 165 84— 1Fp AMpb 2

BETA=% %ok ' » 457 3RS 78 2

VAR=F 4% fHc 127 % 165 P42 BB LGHFE2

GROWTH== £ ¢ » 27 3§ EHEF ke § E2

LEV=E § FHAT A2

LOSS=4% ¥ 24 (R ¥ 2P RUEENZ A ERE 1 ERE 0)5
SIZE=2 & R4 WA RFT AL G § E3p R

MARKET=3 33| i (m s ¥# > F 27 513 X5 10 FRIG0):
RESID_TD=4# 5% & 3+ ¢h5% £ & -

Rk L T E %R F R S R T S%EEE ORI 24 id 10%E ok



20 EtEHF %2%% 28 2010& 5

i~ 2

B EREF S BB FLOREAT A AN L ERELFT RSP R
mtﬁﬁ%ﬁaﬁ%ﬁ’ﬁ??%emﬁépiﬁﬁﬁﬁmﬁiowﬁJ ES
FTRBMBAEP R FER IR RA SHEITEESHE Y oLt
AEHE- iAmﬁgﬁﬁw%’”2%3&W%%ﬁ£WJ?ﬁ“jAm%
BAT TG PR > G g~ o v R SREg
j\gé,u;f,‘d\/\ﬂ—ﬁ Z I s £ NN

P DEIAF P FB L RELE KA hw il £ ¥
T SEREEL R SN NN %’ﬂ'ﬁii]’p‘aﬁgﬁ’l}]ﬁfﬁ’éé}ﬁ’ﬂﬁ'
EER O FEX BT M RSN E L BAT R o RAMBERE ST AET
AR FR g o @ P F ST R SRR SRS o A
%gwam2m342ma& v BT ARG IR L 2 Bk T
;%z_zrﬂg CREEAIFI R F R A B o

FTHRESPREFTAHBEP AL AT ETHEIRF LAY > &7
Hj%3ﬁw%’ph%%ﬁ“*?‘JKMJ?%%éﬁ&rﬁa%éﬁﬁ
AﬁJ'34hﬁp%%%F§T’d%¢fﬂ AR = 3o S iR A

§ ek =

RFARE2PHTRED R 2 fitemp s 2aw ﬁdﬁJAmﬁm&’@
AT L BT AR PR TEARY 0 TR A RN EEF R

AT gr’ﬁj\gé\z"?éﬁ}l% R R AU ,;\1M%<$Wx#"ﬁf ‘,‘q':’ﬂﬁ
WM g MR R A E 0 R FRE L G L p )
FRrt i HAMDBELDERFIAEFTECH TR RE R THBESTA
HL > PR ZAR B L T o AT 2 % o R A o
e e S ﬁ¢”&§wmﬁffm%%?ﬁww7ﬁ%

342

Y ERZER2000 F R E-MBEEFREFL LA FRF T
=
v

HOE R Fla s 5 2003 0 T B A F FR R AR IR 5 g el v
R ?wéﬁ’“zoézw 365-395 -

3 EEFIR 2007 MBS RHIFATALZIEE  §8 63 % 8%
28 155-179 -

FRER B EBET AT 0 20050 FOUEE L B R R Rl 2 oM



FFAR k- FTAMBEP R REEAIFIR S FAY B0 21

gV IMBE R E o LB F g
FLE o199 FF MY PEFIZESY IR TEFT-LHRZAET
RE S B S EP R AR LG
ERE 258D 22002 2P 5@ETE L FAL AR
FH¥ ~FERETHEE 2006 CRE A S oYl AN RAY R 8
HoBTELEFFZLPE LS SARFE A 548 1 117-160 -
L#ﬁ@ » 2007 » ﬁigﬂﬁ\vﬁAﬁﬁAmﬁﬁémﬁ’gﬁﬂw
BRBFEE R o FETF ke

Ali, A., T. Y. Chen, and S. Radhakrishnan. 2007. Corporate disclosure by family
firms. Journal of Accounting and Economics 44:238-286.

i %

4

Ball, R., and P. Brown. 1968. An empirical evaluation of accounting income
numbers. Journal of Accounting Research 6: 159-178.

Botosan, C. A. 1997. Disclosure level and the cost of equity capital. The Accounting
Review 72: 323-349.

Collins, D. W.,, and S. P. Kothari. 1989. An analysis of intertemporal and
cross-sectional determinants of earnings response coefficient. Journal of
Accounting and Economics 11: 143-18]1.

Diamond, D. W., and R. E. Verrecchia. 1991. Disclosure, liquidity, and the cost
capital. The Journal of Finance 46: 1325-1360.

Douthett E. B., J. E. Duchac., I. Haw, and S. C. Lim. 2003. Differential levels of
disclosure and the earnings-return association: evidence from foreign
registrants in the United States. The International Journal of Accounting 38:
145-162.

Easton, P., and M. Zmijewski. 1989. Cross-sectional variation in the stock market
response to the announcement of accounting earnings. Journal of Accounting
and Economics 11:117-142.

Fan, J. P. H.,, and T. J. Wong. 2002. Corporate ownership structure and the
informativeness of accounting earnings in East Asia. Journal of Accounting and
Economics 33: 401-425.

Feltham, G. A., and J. A. Ohlson. 1995. Valuation and Clean Surplus Accounting for
Operating and Financial Activities. Contemporary Accounting Research 11:
689-732.



22 s $ 25528520104 50

Gilson R. J, and J. N. Gordon. 2003. Controlling shareholders. Working paper.
7-14.

Glosten, L., and P. Milgrom.1985. Bid ask and transaction prices in specialist
market with heterogeneously informed traders. Journal of Financial Economics
14:71-100.

Gul, F. A., J. Tsui., and D. S. Dhaliwal. 2006. Non-audit services, auditor quality
and the value relevance of earnings. Accounting and Finance 46: 797-817.

Haniffa, R. M., and T. E. Cooke. 2002. Culture, corporate governance and
disclosure in Malaysian corporations. Abacus 38:317-349.

Hayn, C. 1995. The Information content of losses. Journal of Accounting and
Economics 20:125-154.

Healy, P. M., A. P. Hutton, and K. G. Palepu. 1999. Stock performance and
intermediation changes surrounding sustained increases in disclosure.
Contemporary Accounting Research 16: 485-520.

Healy, P. M., and K. G. Palepu. 2001. Information asymmetry, corporate disclosure,
and the capital markets: A review of the empirical disclosure literature. Journal
of Accounting and Economics 31: 405-440.

Hirst, D., and P. Hopkins. 1998. Comprehensive income reporting and analysts’
valuation judgments. Journal of Accounting Research 36:47-75.

Kormendi, R., and R. Lipe. 1987. Earnings Innovations, Earnings Persistence, and
Stock Returns. Journal of Business 60:323-345.

Maines, A., and L. McDaniel. 2000. Effects of comprehensive-income
characteristics on nonprofeesional investors’ judgment: The role of
financial-statement presentation format. The Accounting Review 75:179-207.

Lang, M. H., and R. J. Lundholm. 1996. Corporate disclosure policy and analyst
behavior. The Accounting Review 71: 467-492.

Lee, J. 2004. The Effects of Family Ownership and Management on Firm
Performance. S. A. M Advanced Management Journal 69: 46-53.

Lipe, R. 1990. The relation between stock returns and accounting earnings given
alternative information. The Accounting Review 65: 49-71.

Ohlson, J. A. 1995. Earnings, Book Values, and Dividends in Equity Valuation.
Contemporary Accounting Research 11: 661-687.



FFAR k- FTAMBEP R REEAIFIR S FAY B0 23

Organization for Economic Cooperation and Development. 1999. OECD principles
of corporate governance. OECD Paris.

Richardson, V. J.2000. Information asymmetry and earnings management: Some
evidence. Review of Quantitative Finance and Accounting 15:325-347.

Schipper, K. 1989. Commentary on earnings management. Accounting Horizons
3:91-102.

Teoh, S. H., and T. J. Wong. 1993. Perceived Auditor Quality and The Earnings
Response Coefficient. The Accounting Review 68:346-367.

Warfield, T., J. Wild, and K. Wild. 1995. Managerial ownership, accounting choices,
and informativeness of earnings. Journal of Accounting and Economics 20:
61-92.

White, H. 1980. A heteroscedasticity-consistent covariance matrix estimator and a
direct test for heteroscedasticity. Econometric 48: 817-838.

Welker, M. 1995. Disclosure policy, information asymmetry, and liquidity in equity
market. Contemporary Accounting Research 11 : 801-828.



