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The Impacts of Capital Reduction on Company Operation Performance

Student: Hsin-Yuan, Chan Advisor: Dr. Hwa-Rong, Shen

Institute of Management Science

National Chiao Tung University

Abstract

The purpose of this study is to find the impacts of capital reduction on company
operation performance. Samples are selected from listed companies on Taiwan Stock
Exchange from 2001 to 2005 that had reduced capital. The financial data are derived

from each company’s financial report.

We find that:
(1) In general, the companies have betteriperformance after capital reduction.

(2) The relationship between mdustry differences and performance indicators only
appeared in long-term capital to-fix asset ratio, current ratio, quick ratio, time

interest earned, account receivable turnover rate and fix asset turnover rate.

(3) After capital reduction, electric machinery industry has the best performance

improvement. Construction industry has the worst performance.

(4) The five indicating dimensions, financial structure, payback ability, management

ability, profitability and operation ability, are correlated with others.

(5) Only profitability is correlated with industry type.

Key Words: : Capital Reduction, Performance Indicators, Operation Performance
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