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Corporate Govermance and Response of Capital Deduction

XIAO Hui-ling1, CAl Shang-pu2

(1,2. Research Centre of Corporate Governance in Nankai University, Tianjin 300071,China; Management

Institute in Dong Hai Universitty of China Taiwan)

Abstract: We investigate the relationship between the corporate govermance and firm response of capital
deduction. It studies 333 Taiwan’'s public companies from 2001 to 2010, the companies used capital
deduction for losses. The empirical results by Logit regression analysis discover that the companies using
capital deduction for losses with poor corporate govermance are more prone to take reaction of asset
restructuring, lay-off, high level management turnover. Furthermore, the companies with good corporate
govermance are more like to take reaction of debt restructure and raising capital to face the problem of
capital deduction for losses.
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