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Agency Problem, Decision Making Efficiency, or Contingency?
Re-examining the Relation between CEO Duality and Firm Performance
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2L AdPEN 2 2 PAFS LR T

el LR LRE

ES T RN T RS T
R Tyogc d il WL Bt B Aol B Tl Tk tis
Duality 0.317 0.000 0465 1.000 0.000
Roa 7527 7.300 10.876 59.850 -94.570 6.503 8.002 -6.27 ***
Tobin 1369 1.147 0.808 12.873 0.279 1.374 1.367 0.22
IndSde G 0.143 0.121 0.090 0.341 -0.126 0.154 0.138 8.17 ***
IndSale V 0.023 0.022 0.011 0.069 0.005 0.023 0.023 -0.17
IndResearch_G 0.129 0.105 0.166 0.891 -0.454 0.146 0.122 6.65 ***
IndResearch_V 0.047 0.026 0.060 0.539 0.002 0.047 0.047 -0.19
H-Index 0.067 0.045 0.066 0.522 0.023 0.058 0.072 -10.24 ***
Board 6.802 7.000 2.343 27.000 2.000 6.248 7.059 -17.76 ***
IndBoard 0.124 0.000 0.160 0.667 0.000 0.131 0.120 2.73 ***
BShare 20.739 17490 12.834 95.330 0.000 19.507 21.310 -6.61 ***
MgrShare 1.766 0640 2.690 28.280 0.000 1.657 1.817 -2.83 ¥**
Inst 34.121 30.255 21.673 98.410 0.000 29.705 36.169 -13.97 ***
DebtRatio 0.384 0376 0175 1.236 0.013 0.383 0.385 -0.47
SalesG 0.253 0.047 8.543757.185 -0.997 0.260 0.250 0.06
LagROA 7.909 7.480 11.101 59.850 -94.570 6.870 8.392 -6.00 ***
LagTobin 1364 1120 0.847 12.873 0.280 1.364 1.364 -0.26
LnSales 14751 0.121 1513 21562 6.229 14.423 14.903 -14.24 ***
Ind 0.546 1.000 0498 1.000 0.000 0.611 0.516 8.35 ***
LR B B e 9166 2904 6262

**%:p<0.01, **: p <0.05, *: p <0.1

17



% 2 A E R AREA

T e B F AT B IR R

¥ TP 45 a1 Al 2
Intercept 7 1777 **%* 1.457 ***
IndSale_G + 0.484 ** 0.551 **
IndSale_V + 1.278 1.127
IndResearch_ G + 0.233 ** 0.244 **
IndResearch_V + 0.242 0.333
H-Index - -0.635 ** -0.867 ***
Board - -0.070 *** -0.073 #**
IndBoard - -0.019 -0.004
BShare - -0.004 -0.004
MgrShare - -0.039 -0.039
Inst - -0.005 *** -0.005 ***
LnSales - -0.114 *#%* -0.088 ***
Ind ? 0.154 #** 0.121 #**
JELIRTE B 9166 9166
Log Likelihood -15528 -7728

B 124 28 W F AR S 2 Tobin's q 17 5 2 7 4 »o @ Mot 8 ik B0 -

**%:p<0.01, **: p <0.05, *: p <0.1
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£ 3 ARE B 2P el BT

Y F% #E=Roa 7] %% #=Roa 7] 5% #=Tobin 7] 5% #=Tobin
Rk (e Ols Self-selection Ols Self-selection
I ntercept ? 0.756 -2.998 *** 0.573 *** 0.657 ***
duality +/- -0.175 0.025 0.010 0.006
Board +/- -0.017 -0.603 *** -0.005 ** 0.007
IndBoard + 0.691 1.497 *** 0.192 *** 0.181 ***
BShare +/- -0.003 -0.012 * -0.001 * -0.001
MgrShare + 0.369 *** 0.188 *** 0.016 *** 0.020 ***
S mgrshare - -0.020 *** -0.023 *** -0.001 ** -0.001 **
Inst + 0.053 *** 0.008 0.002 *** 0.003 ***
DebtRatio -6.179 *** -7.424 *** -0.234 *** -0.224 ***
SalesG + 0.026 *** 0.025 *** 0.000 0.000
LagROA + 0.641 *** 0.616 ***
LagTobin + 0.638 *** 0.637 ***
Industry dummies ? -0.594 *** 8.493 *** 0.034 *** -0.174
Y ear dummies ? Yes *** Yes *** Yes *¥** Yes ***
Lamda ? 10.046 *** -0.234 **
LR B B B 9166 9166 9166 9166
Adj. R? 0.528 0.536 0.548 0.548
F Statistics 513.200 505.800 555.430 530.050

**%:p<0.01, **: p <0.05, *: p <0.1
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World Business, Economics and Finance Conference

DATES: 26 & 27 September 2011

VENUE: Novotel Hotel, Bangkok, Thail and

Conference Website: www.infoconfo.com

22 August 2011

Dr. Hui-wen Tang
Assistant Professor,
Department of Insurance
Tamkang University
Taiwan

Re: Letter of Acceptance and Invitation
Dear Dr. Hui-wen Tang,

Congratulations! We are pleased to inform you that your paper titled *  Corporate Governance,
Earnings Management, and Firm Performance: An Endogenous Switching Regression Model ”
has been accepted for oral presentation at the above international conference. Please note the

following:
1. Your paper number is 329 and please quote this number for all future correspondence.

2. Your paper is provisionally accepted for publication by “International Review of Business
Research Papers” (which is a both print and online peer reviewed international journal and is
indexed by Ulrich and Cabell's Directory of USA) subject to compliance to the comments of the
editorial board that will be sent to you within 2 months after the conference if you pay for

publication fees.

3. Your paper will be included in the international refereed Conference Proceedings which will be

published online with ISBN via our website: www.wbiconpro.com which is visited by thousands of

readers.

4. You are required to send us attached completed registration form along with payment on or

before 12 September 2011. Please find attached Registration Form and Fee Schedule.




5. Conference program will be sent to you after 20 September 2011. Each presenter is scheduled
for a total of 20 minutes (nominally a 15 minute presentation and 5 minute discussion). Please
bring your flush-drive, pen-drive or USB containing power point slides and 25 copies of your

paper . We will provide LCD projector and computer at the venue.

6. Please visit www.info-researchmeeting.com and read all information relating to hotel and all

other issues. We look forward to seeing you at the conference.

With best regards,

Dr. Zia Haqq

Conference Chair

Proudly sponsored by
World Business Institute, Ausiralia | Business Care Australia, Aust & USA
European Centre for Business and Economic Research (Prop), UK
Journal of Businessand Policy Research | World Journal of Social Sciences
International Review of Business Research Papers
Global Economy and Finance Journal | World Review of Business Research

World Journal of Management | Global Review of Accounting and Finance
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Assistant Professor, Department of Insurance
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E-mail: 133872@mail.tku.edu.tw

Chong-Chuo Chang
Assistant Professor, Department of Finance
AsiaUniversity
Tel: 04-2332-3456 ext. 48011
E-mail: aaron@asia.edu.tw
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* Corresponding author: Hui-wen Tang, Department of Insurance, Tamkang University, 151
Ying-chuan Road, Tamsui, Taipei County, Taiwan 25137. Tel: +886-2-2621-5656 ext.
2563. Fax:+886-2-2622-3204, E-mail:133872@mail.tku.edutw. We gratefully
acknowledge the financia support of the National Science Foundation.
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Cor porate Gover nance, Earnings Management and Firm Perfor mance

- An Endogenous Switching Regressions M odel

Abstract

This paper employs an endogenous switching regression model (ESRM) to
investigate the relation between earnings management and firm performance under
different governance status. We find that both discretionary accruas (DAs) and
discretionary current accruas (DCAS) have a significantly negative impact on ROA and
Tobin’s Q for firms classified as into a weak governance regime. The results imply that
these firms suffer severe agency problems and information asymmetry. Thus, corporate
managers of the regime are likely to window dress earnings through accounting
discretion, resulting in a reversal of operating performance and stock returns in
subsequent periods. On the contrary, we find that DAs and DCAs are positive and
significant associated with ROA and Tobin’s Q in the strong governance regime. These
findings imply that the managers of a strong governance firm would select accounting
policies that best reflect economic events, transactions and cashflow. Therefore, the
choice of accounting method under good corporate governance does not harm firm
performance but increase firm value. It is aso interesting to note that managers prefer to
use DCAs to window dress financial figures than DAs, leading to a more serious
reversal of firm valuein the next period.

Keywords: cor porate gover nance, ear nings management, firm perfor mance,
endogenous switching regression model, discretionary accruals
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