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Abstract

Corporate governance sets the guidelines for a company and improves information
transparency for it. Good corporate governance can improve the company's reputation
and financial performance, thereby enhancing investor confidence and attracting capital
investment. The results of the study find that corporate governance in the three aspects
of Transparency, Ownership and Competition can significantly reduce the probability
of bankruptcy. As for Director and Compensation, the regression results show that they
will increase the probability of corporate bankruptcy.

According to the corporate governance landscape, the score of corporate
governance has gradually improved since 2000. In terms of industry, the financial
industry has relatively good scores in Director, Ownership and Competition. In terms
of the lifespan of companies, companies that have survived from 1980 to the present
have performed better than non-longevity companies in terms of Transparency, Director,
Ownership and Compensation. In terms of market capitalization, the top 20 companies
in Taiwan by market capitalization outperform the non-top 20 companies in all five

aspects of corporate governance.

Key words: corporate governance, corporate bankruptcy probability, O-score, Z-score,

corporate governance landscape
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fit§5% 6 = O-score HlfiFH AT A EEERINRS7-PR I T4 2

O-score (D) (2) 3) 4)
Aggregate -0.010%** 0.002%** -0.001***  (0.002%*%*
(-3.44) (6.48) (-2.70) (5.95)
Cash -0.000%** -0.000***  -0.000%**  -0.000%**
(-11.21) (-11.07) (-9.46) (-9.74)
Debt 0.000%#** 0.000%#** 0.000***  (0.000%***
(20.85) (20.24) (17.27) (17.34)
Current ratio -0.000** -0.000* -0.000**  -0.000**
(-2.46) (-1.91) (-2.55) (-2.06)
Size -0.032%** -0.022%**  -0.034***  -0.024***
(-25.72) (-15.62) (-26.85)  (-16.95)
_Cons 0.786%** 0.815%** 0.779***  (0.776%***
(45.73) (19.96) (13.08) (11.09)
N 39698 39698 39698 39698
Adj.R-sq 0.01 0.05 0.21 0.24

Rk RN N 1% 5 **
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gk 7 + O-score HEF 1 A BLEER 3 TGS - BRI 50 2
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O-score (D) (2) 3) 4)
Transparency -0.025%** -0.015%**  -0.023%%* -0.014%**
(-12.05) (-5.95) (-11.38) (-5.84)
Director 0.002%** 0.006%** 0.002***  (0.005%***
(4.18) (10.89) (4.92) (10.56)
Ownership -0.010%** -0.011***  -0.010%** -0.011%**
(-8.46) (-8.13) (-8.70) (-8.40)
Competition -0.006%** -0.003** -0.006***  -0.003**
(-4.95) (-2.22) (-4.86) (-2.60)
Compensation 0.008#** 0.009%#** 0.008***  (0.008***
(8.01) (8.13) (7.98) (8.11)
Cash -0.000%** -0.000***  -0.000%**  -0.000%**
(-11.81) (-11.61) (-10.01)  (-10.17)
Debt 0.000%#** 0.000%** 0.000***  (0.000%***
(20.83) (20.24) (17.16) (17.15)
Current ratio -0.000** -0.000* -0.000**  -0.000**
(-2.31) (-1.86) (-2.41) (-2.01)
Size -0.028*** -0.021***  -0.030%**  -0.023%**
(-22.10) (-14.92) (-23.30)  (-16.37)
_Cons 0.754%#%* 0.794%#** 0.745%**  (.763***
(41.31) (19.29) (12.83) (11.11)
N 39698 39698 39698 39698
Adj.R-sq 0.02 0.05 0.23 0.25
R RETEMINS 1% 5 %% L RETEMINR 5% 5 % L REEEME/NR 10%
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B 8 © Z-score IR

oIt A ELEEIAS - PR T 2

Z-score (D) (2) 3) 4)
Aggregate -0.012%** -0.012%**  -0.014*%* -0.011***
(-7.03) (-5.50) (-8.00) (-5.02)
Cash 0.000 -0.000 -0.000 -0.000
(0.01) (-0.13) (-0.57) (-0.73)
Debt -0.000%** -0.000***  -0.000%**  -0.000%**
(-6.46) (-6.79) (-3.58) (-3.92)
Current ratio 0.002*** 0.002*** 0.002***  (0.002%***
(8.20) (8.23) (8.40) (8.47)
Size -0.057%** -0.058***  -0.042%**  -0.033%**
(-7.99) (-7.25) (-5.77) (-4.02)
_Cons 3.902%** 2.989%** 3.501%**  2.433%**
(39.43) (12.63) (9.60) (5.76)
N 39698 39698 39698 39698
Adj.R-sq 0.11 0.11 0.29 0.29
R REEMUING 1% 5 %% L REIEMINR 5% 5 % L REEE/NR 10%
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fit§% 9 ¢ Z-score Bl o3 A EAH T IRIG BRI TTA 2

Z-score (D) (2) 3) 4)
Transparency 0.042°%** 0.086%** 0.027** . 10.078***
(3.50) (6.13) (2.28) (5.51)
Director -0.017%** -0.034***  -0.020%** -0.033%**
(-6.99) (-11.32) (-7.84) (-11.03)
Ownership 0.016** 0.084*** 0.019%**  0.087**
(2.31) (10.99) (2.65) (11.41)
Competition 0.008 0.016** 0.006 0.017
(1.14) (2.23) (0.79) (2.41)
Compensation -0.065%** -0.055%**  -0.064***  -0.054%**
(-10.71) (-9.08) (-10.58) (-8.96)
Cash 0.000 0.000 -0.000 0.000
(0.43) (0.67) (-0.17) (0.04)
Debt -0.000%*** -0.000***  -0.000%**  -0.000%**
(-6.44) (-6.61) (-3.49) (-3.59)
Current ratio 0.002*** 0.002%** 0.002%**  (0.002%**
(8.18) (8.23) (8.34) (8.49)
Size -0.073*** -0.064***  -0.055%** -0.037%**
(-9.87) (-8.04) (-7.32) (-4.55)
_Cons 4.142%** 3.152%** 3.731%**  2.527%**
(39.33) (13.23) (10.40) (6.00)
N 40196 40196 40196 40196
Adj.R-sq 0.13 0.12 0.30 0.29
R RETEMINS 1% 5 %% L RETEMINR 5% 5 % L REEEME/NR 10%
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R ERASEEGSER

1980- 1985- 1990- 1995- 2000- 2005- 2010- 2015- 2020-

B ZN
1984 1989 1994 1999 2004 2009 2014 2019 2024
Transparency
Director
Ownership
Competition 2.6

Compensation 3 3

* 8 1 BREENEEEIE

1980- 1985- 1990- 1995- 2000- 2005- 2010- 2015- 2020-

BRBSE
1984 1989 1994 1999 2004 2009 2014 2019 2024
Transparency 15 118 1.73 1.9
Director 217 34
Ownership 1
Competition 2.5 2.13
Compensation 3 3

® 9 FERERIFERIEL

1980- 1985- 1990- 1995- 2000- 2005- 2010- 2015- 2020-

S
1984 1989 1994 1999 2004 2009 2014 2019 2024
Transparency
Director
Ownership
Competition = 2.18

Compensation 3

40

doi:10.6342/NTU202300759



* 10 - S{EEESFEGET BT

1980- 1985- 1990- 1995- 2000- 2005- 2010- 2015- 2020-

ol 1984 1989 1994 1999 2004 2009 2014 2019 2024
Transparency

Director

Ownership

Competition = 2.67

Compensation 3 319 293 3.13

*® 11 EamoFERIEY

1980- 1985- 1990- 1995- 2000- 2005- 2010- 2015- 2020-

15

1984 1989 1994 1999 2004 2009 2014 2019 2021
Transparency 129 1.78 1.99
Director
Ownership 1.52
Competition = 2.55 262 2.83

Compensation. 3 3 3 3.08 3.04 3.08

1980- 1985- 1990- 1995- 2000- 2005- 2010- 2015- 2020-

IER=H

1984 1989 1994 1999 2004 2009 2014 2019 2021
Transparency 182 1381
Director
Ownership
Competition = 2.63

Compensation 3
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*® 12 RENFVE
% KELE B RELE B KELE

1101 = 2904 CEE & 2904 PEE 5
1229 e 1102 5 2809 (2R
2701 LA 1201 BRE 1603 HEER
1504 BT 1305  #EEH 1604 B
2501 B 1304 &% 1402 7]
1907 KB AR 2103 EHi% 1503 1%
2371 KIE] 2903  EH 1210 PANDY

*® 13 HESFEEES1EY

1980- 1985- 1990- 1995- 2000- 2005- 2010- 2015- 2020-

Hi{H 20 K

1984 1989 1994 1999 2004 2009 2014 2019 2024
Transparency 1.98 2
Director 3.08
Ownership 1.72 204 155 1.48
Competition 2.44 2.9

Compensation 3.37 346 341 335

1980- 1985- 1990- 1995- 2000- 2005- 2010- 2015- 2020-

fi{EdE 20 K
1984 1989 1994 1999 2004 2009 2014 2019 2021

Transparency
Director
Ownership
Competition ~ 2.61

Compensation 3
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14 ¢ H{EAT 20 AEHE

5 REAE 6 KESE
2330 ©fEE 1301 =E
2317 RN 2002 t it
2454 et 3711  H A%
2412 HHEEER 2886  JKE
6505 &A1k 2891  HfEs
2881 B 1326 a1k
2308  ©iEE 1216 Hi—
2882 Bl 5880  &fESE
1303 ELH! 5871  HfH-KY
2303 iR 2892  F—&
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https://www.cnyes.com/asp/index2Code.asp?code=2330
https://www.cnyes.com/asp/index2Code.asp?code=1301
https://www.cnyes.com/asp/index2Code.asp?code=2317
https://www.cnyes.com/asp/index2Code.asp?code=2002
https://www.cnyes.com/asp/index2Code.asp?code=2454
https://www.cnyes.com/asp/index2Code.asp?code=3711
https://www.cnyes.com/asp/index2Code.asp?code=2412
https://www.cnyes.com/asp/index2Code.asp?code=2886
https://www.cnyes.com/asp/index2Code.asp?code=6505
https://www.cnyes.com/asp/index2Code.asp?code=2891
https://www.cnyes.com/asp/index2Code.asp?code=2881
https://www.cnyes.com/asp/index2Code.asp?code=1326
https://www.cnyes.com/asp/index2Code.asp?code=2308
https://www.cnyes.com/asp/index2Code.asp?code=1216
https://www.cnyes.com/asp/index2Code.asp?code=2882
https://www.cnyes.com/asp/index2Code.asp?code=5880
https://www.cnyes.com/asp/index2Code.asp?code=1303
https://www.cnyes.com/asp/index2Code.asp?code=5871
https://www.cnyes.com/asp/index2Code.asp?code=2303
https://www.cnyes.com/asp/index2Code.asp?code=2892

% 15 1 O-score W 32 SR T IRG - 1

O-score (D) (2) 3) 4)
Transparency -0.025%** -0.015%**  -0.023%%* -0.014%**
(-12.05) (-5.95) (-11.38) (-5.84)
Director 0.002%** 0.006%** 0.002***  (0.005%***
(4.18) (10.89) (4.92) (10.56)
Ownership -0.010%** -0.011***  -0.010%** -0.011%**
(-8.46) (-8.13) (-8.70) (-8.40)
Competition -0.006%** -0.003** -0.006***  -0.003**
(-4.95) (-2.22) (-4.86) (-2.60)
Compensation 0.008#** 0.009%#** 0.008***  (0.008***
(8.01) (8.13) (7.98) (8.11)
Cash -0.000%** -0.000***  -0.000%**  -0.000%**
(-11.81) (-11.61) (-10.01)  (-10.17)
Debt 0.000%#** 0.000%** 0.000***  (0.000%***
(20.83) (20.24) (17.16) (17.15)
Current ratio -0.000** -0.000* -0.000**  -0.000**
(-2.31) (-1.86) (-2.41) (-2.01)
Size -0.028*** -0.021***  -0.030%**  -0.023%**
(-22.10) (-14.92) (-23.30)  (-16.37)
_Cons 0.754%#%* 0.794%#** 0.745%**  (.763***
(41.31) (19.29) (12.83) (11.11)
N 39698 39698 39698 39698
Adj.R-sq 0.02 0.05 0.23 0.25
R RETEMINS 1% 5 %% L RETEMINR 5% 5 % L REEEME/NR 10%
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% 16 : O-score B 3/ A AIAE - TTA 1

O-score (D) (2) 3) 4)
Aggregate -0.010%** 0.0027%#** -0.001*%% ~0.002%**
(-3.44) (6.48) (-2.70) (5.95)
Cash -0.000%** -0.000***  -0.000%**  -0.000%**
(-11.21) (-11.07) (-9.46) (-9.74)
Debt 0.000%#** 0.000%#** 0.000***  (0.000%***
(20.85) (20.24) (17.27) (17.34)
Current ratio -0.000** -0.000* -0.000%*  -0.000%**
(-2.46) (-1.91) (-2.55) (-2.06)
Size -0.032%** -0.022%**  -0.034%**  -0.024%**
(-25.72) (-15.62) (-26.85)  (-16.95)
_Cons 0.786%** 0.815%** 0.779***  (0.776%***
(45.73) (19.96) (13.08) (11.09)
N 39698 39698 39698 39698
Adj.R-sq 0.01 0.05 0.21 0.24

R REEEMINR 1% 5 %% 0 RTINS 5% 5 * 0 REEEE/ N 10%
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% 17 * O-score BRI AR 317/~ S GE NSRS /- PR IS A 1

P(Strong Firm=1) (1)
Aggregate -0.032%**
(-11.42)
Cash 0.000%**
(14.80)
Debt -0.000%***
(-19.36)
Current ratio 0.002%*
(2.09)
Size 0.257%**
(23.54)
_Cons 0.257%**
(23.54)
N 40010
Pseudo.R-sq 0.12

R REEEMINR 1% 5 %% 0 RTINS 5% 5 * 0 REEEE/ N 10%

46

doi:10.6342/NTU202300759



% 18 1 Z-score TEF T AT AT IES - A J77E 1

Z-score (1) (2) 3) 4)
Transparency 0.042°%** 0.086%** 0.027** . 10.078***
(3.50) (6.13) (2.28) (5.51)
Director -0.017%** -0.034***  -0.020%** -0.033%**
(-6.99) (-11.32) (-7.84) (-11.03)
Ownership 0.016** 0.084*** 0.019***  (.087***
(2.31) (10.99) (2.65) (11.41)
Competition 0.008 0.016** 0.006 0.017**
(1.14) (2.23) (0.79) (2.41)
Compensation -0.065%** -0.055%**  -0.064***  -0.054%**
(-10.71) (-9.08) (-10.58) (-8.96)
Cash 0.000 0.000 -0.000 0.000
(0.43) (0.67) (-0.17) (0.04)
Debt -0.000%*** -0.000***  -0.000%**  -0.000%**
(-6.44) (-6.61) (-3.49) (-3.59)
Current ratio 0.002*** 0.002%** 0.002%**  (0.002%**
(8.18) (8.23) (8.34) (8.49)
Size -0.073*** -0.064***  -0.055%** -0.037%**
(-9.87) (-8.04) (-7.32) (-4.55)
_Cons 4.142%** 3.152%** 3.731%**  2.527%**
(39.33) (13.23) (10.40) (6.00)
N 40196 40196 40196 40196
Adj.R-sq 0.13 0.12 0.30 0.29

*

L REEEMINR 1% 5 %% 0 REEEM/INS 5% 5 * 0 REEEE/ N 10%
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2% 19 © Z-score PRI EEB NSRS - FRFH 74 1

Z-score (1) ) 3) 4)
Aggregate -0.012%** -0.012***  -0.014*** -0.011***
(-7.03) (-5.50) (-8.00) (-5.02)
Cash 0.000 -0.000 -0.000 -0.000
(0.01) (-0.13) (-0.57) (-0.73)
Debt -0.000%** -0.000***  -0.000%**  -0.000%**
(-6.406) (-6.79) (-3.58) (-3.92)
Current ratio 0.002*** 0.002*** 0.002%**  (0.002%**
(8.26) (8.23) (8.40) (8.47)
Size -0.057*** -0.058***  -0.042%** -(0.033%**
(-7.99) (-7.25) (-5.77) (-4.02)
_Cons 3.902%** 2.989%** 3.501%**  2.433%**
(39.43) (12.63) (9.60) (5.76)
N 39698 39698 39698 39698
Adj.R-sq 0.11 0.11 0.29 0.29
R REEMUING 1% 5 %% L REIEMINR 5% 5 % L REEE/NR 10%
% 20 AR ELEEE
1990-  1995- 2000- 2005- 2010- 2015- 2020-
1994 1999 2004 2009 2014 2019 2024
Transparency  -0.074 -0.071 -0.043 0 0 -0.062 -0.046 -0.066 -0.09
Director -2.232 KRR 0.068 0.103 0.116
Ownership 0 -0.088 -0.013 0 0 0 0
Competition 0 0 -0.063 -0.117 -0.074 -0.119 -0.122
Compensation 0 -0.096 -0.228
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