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Student: Chien-Kun, Chung Advisor: Dr. Sue-Fung Wang
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National Chiao Tung University

Abstract

This research investigated the correlation between corporate governance index
and firm value of debt-free company. It is contained 699 firms in research sample pool
both in Taiwan Traditional Industry and High Technology Industry. The definition of
debt-free company is cash and cash equivalents retain higher than interesting bearing
liabilities. Compare to M&M theory that capital structure is non-correlate with
firm-value that Static Trade-Off theory, Pecking Order theory and Agency theory are
supporting optimized capital structure would increase firm value. As a result, firm
value will be increased via optimizing Ownership.Structure owing to reducing agency
cost. This study indicate price to boek value ration as corporate value index and
ownership structure as corporate governance index. The evidence of debt-free firm
value influencing by corporate governance-isvia statistical multiple factors regression

methodology.

The results of this study are summarized as below:

(1) Debt-free company in Traditional industrial show significant correlation with
corporate governance index. The better corporate governance could increase their
firm value.

(2) Based on the definition of this thesis, the debt-free company own higher firm
value than company with debt both in Traditional industry and High Technology
industry.

Keywords : Capital Structure ; Capital Structure ; Price to book value ratio
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