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International Diversification, inside Ownership, Family Tie and
Earnings Management---A Study of Business Groups

BT I A A

Abstract

Business groups are an important driver to foster economic growth, and
are also a unique organizational form in Taiwan. Affiliated firms in
business groups can enhance their degree of utilization of resources by
transferring resources and sharing risks through mutual cooperation.
However, a business group is usually controlled by a founding family.
Affiliated firms usually exchange resources by cross-shareholding and
inter-directorship. The pyramid structure of a business group may worsen
the agency problems, which in turn enlarge the magnitude of earnings
management. Based on the nature of business group characteristics, this
study intends to explore the relationships between group inside ownership,
group internationalization, group family ties and earnings management.
Since business groups are a unique organizational form in Taiwan,
earnings management in business groups has been directed much
attention both from academics and practitioners. This study aims to
investigate how business group characteristics influence affiliated firms’
earnings management, including research questions such as relationships
between (1) group inside ownership and earnings management; (2) group
internationalization and earnings management; (3) group family tie and
earnings management and (4) the interaction effects among these
variables. This study will contribute to the field of business group
research, international business and earnings management.
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