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Abstract 

 

Take a look on banks in Taiwan. Some small and regional banks become one subsidiary of 

holding companies by privatization and bank merger since 1998. However, guiding the 

organization through a delicate transition period creates room for major shareholders to siphon 

resources publicly, and is accomplished with undue social cost to the organization. In Taiwan, the 

government permits the set up of holding companies in 2002. That is organizational structure 

change of Taiwan banks in the process of transition. 

To enhance overall banking industry efficiency, the government also privatizes state-owned 

banks by releasing governmental ownership. Acquisition and merger happened later help holding 

companies grow rapidly in Taiwan. The government in Taiwan keeps the point of view that 

holding company can shorten operation time and enhance synergy of financing service. Moreover, 

Chinese enterprises have a strong propensity to favor the entrepreneurial form, in order to build 

up huge empires on a base of personal initiative. Whether the policy of privatization and 

permitting holding companies set-up do improve the performance of banks becomes our focus in 

this paper. 

This paper additionally investigates the change of stockholdings controlled by managers and 

directors before and after bank merger. The privatization of state-owned banks and the 

establishment of holding companies in Taiwan restructure banking industry. This causes 

stockholding change of managers and directors of founding families during the event of bank 

merger. We also find significance of equity-linked compensation change when the set-up of 
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holding companies is permitted in Taiwan. 

 

Introduction 

 

We analyze the impact of banking consolidation on managers’ and directors’ stockholding. 

There is a long running controversy over the impact of too many small-scale banks in Taiwan. 

The government thus hopes to enhance the efficiency of banks by privatizing state-owned banks 

and promoting bank merger. Some literature argues the negative effect caused by bank merger or 

concentrated banking industry, such as Cetorelli and Gambera (2001), Sapienza (2002), and 

Garmaise and Moskowitz (2006). There are still other papers arguing the changes of firm 

performance caused by privatization, such as Boubakri and Cosset (1998), Gupta (2005), 

Atanasov (2005), and Boot, GoPalan, and Thakor (2006). Uhlenbruck and Castro (1998) and La 

Porta et al. (2002), on the other hand, analyze both privatization and merger effects on firm 

performance. We try to figure out the impact of acquisition and merger of banks by using Taiwan 

data. 

Based on nature of the financial service industries, a new-born holding company in Taiwan 

seeks to integrate its functions to achieve goals of financial returns and maximum size growth. 

She tends to grow mainly by integration and by extending their sales to similar customer groups 

in early stages as her basic strategy (Channon, 1978). However, Chandler (1962) noted that fast 

growth as geographic and product diversification may result in the creation of new administrative 

problems. First, with few or no central controls or methods of coordination, the firms only consist 

a loosely knit holding company. Moreover, continued growth in size, complexity and information 

flows placed an increasingly intolerable strain on the functional and holding company forms of 

organization, especially at the corporate management level. 

Lawrence and Lorsch (1967) provide a more comprehensive analytic framework for working 

on structural design problems. Their findings suggest that as the environment requires more 

differentiation and tighter integration it is necessary to build supplemental integrating 

mechanisms. However, these facilitate the interaction of integrators with functional specialists 

may also facilitate the direct interaction among functional specialists. This creates the room for 

the controlling shareholders to siphon resources out of firms to increase their wealth by making 

joint decisions. That is why we focus on bank mergers in Taiwan to discuss the negative effects 

in the process of privatization, in which the ownership of banks is transferred to a holding 

company. 

The rest of the paper is organized as follows. Section 2 briefly overviews the causes and 

impacts of Taiwan bank privatization and merger. Section 3 analyzes the changes of stockholding 
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by managers and directors, and evaluates the effects of bank merger and privatization on holding 

companies’ performance. Section 4 concludes. 

 

A brief review on bank privatization 

 

Organization structure change 

Take a look on banks in Taiwan. As state-owned enterprises
1
 (SOEs), they are in the transition 

state —the condition of the organization after it has disengaged from the current state but before 

it has arrived at the future state (Nadler and Tushman, 1997). As a host of changes in the external 

business environment enables the innovative use of information technology and teams (Nadler 

and Tushman, 1997), in Taiwan, the type of holding companies is thought to help traditional 

organizations of banks achieve speed, innovation, customer focus, and radically improved 

productivity. Hence, some small and regional banks become one subsidiary of holding companies 

by privatization and bank merger since 1998. However, guiding the organization through a 

delicate transition period creates room for major shareholders to siphon resources publicly, and is 

accomplished with undue social cost to the organization. Because restructuring banking industry 

is implemented with significant disruptions to the business or damage to relationships with 

investors and individual organization members. That is why we discuss problems in the process 

of transition, rather than the traditional problem inherent in organizational structure change. 

In Taiwan, the government permits the set up of holding companies in 2002. In the United 

States a new breed of company, the conglomerate, emerged in the post war period; such firms 

grew rapidly by a process of acquisition, into large organizations with little or no inter-divisional 

dependencies. For other companies, with a less fertile technological base, acquisition has proved 

a more significant route to gaining new market entries. To enhance overall banking industry 

efficiency, the government also privatizes state-owned banks by releasing governmental 

ownership. Acquisition and merger happened later help holding companies grow rapidly in 

Taiwan. Unlike functional structure and multi-divisional structure, holding company structure 

can be subdivided into two basic structures. One is functional holding company, where 

semi-autonomous subsidiaries are grafted onto the basic functional organization. And the other is 

holding company, which is composed of a system of semi-autonomous subsidiaries, held together 

only as a corporate legal entity and is the type we discuss about the bank in Taiwan (Channon, 

1978). 

The government in Taiwan keeps the point of view that holding company can simplify 

operation time and show financing service synergy. If units have similar orientations and tasks, 

they actually would reinforce each other’s common concerns to achieve the needed 

differentiation and this will simplify the coordinating task of the common boss. By integrating 
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banking industry activities, however, personal service becomes more complex. Because the 

success of different businesses could be explained not by their use of any single organizational 

attribute (such as a particular type of planning system or form of decentralization), but by how 

they interrelated various attributes (Mintzberg, 1979). Moreover, Chinese enterprises have a 

strong propensity to favor the entrepreneurial form, in order to build up huge empires on a base 

of personal initiative. Whether the policy of privatization and permitting holding companies 

set-up do improve the performance of banks becomes our focus in this paper. 

 

Controlling family 

Williamson (1975 and 1985) argued that substantial information asymmetries between 

managers and investors indicate that managers could opportunistically misrepresent the position 

of the firm to investors (Hoskisson, Hill and Kim, 1993). Controlling family members and 

managers assigned as members of major shareholders in companies is popular in Taiwan. 

Although the company type of holding companies may be a mechanism to combine banks and 

other institutional resources for mutual benefits, there often exists asymmetry in capabilities 

among partners of holding companies. 

According as many traditional Chinese family organizations, which are informal in their 

approach to management, have been very successful in many different economies of the world. 

However, Chinese family organizations in Taiwan originally are often the type of smaller and 

simple organizations. They may not to have the rigidity found in bureaucratic organizations, but 

they tend to increase marketing power and grow bigger by merger and acquisition during latest 

twenty years. As controlling family become major shareholders and control decision-making 

rights, holding companies directed by them form an integrated financial power, together with 

support from government, making it possible to siphon resource out of the biggest banks legally. 

There are incentives for controlling family to set up holding companies by the transfer of 

ownership rights after privatization. For example, there may be incentives to increase size 

through consolidation in order to lower the cost of funding and increase the value of shares 

(Berger et al., 1999). Especially the present research emphasizes the role of the acquiring firm 

and the unique sources of value creation in the context of privatization. While privatization may 

provide acquirers with some unique sources of capturable value, such as control of natural 

resources, it also provides unique opportunities for value creation – for instance, in developing 

countries, the transfer of technological know-how from the acquirer to SOEs, or in former 

communist, and the transfer of competitive market experience (Uhlenbruck and Castro, 1998). 

We nonetheless argue that taking the ownership rights after privatization provides opportunities 

for major shareholders of controlling families to extract private benefits. 
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Structure challenging of banks in Taiwan 

Holding companies ownership had been separated from control, though the original 

controlling family controlled the directors’ seats. Over half chief executives and directors are 

direct descendants and relatives of the founding family. 

Galbraith (1995) points out several bureaucratic characteristics during the transition in which 

state-owned enterprises show. Their traditional structure does not produce the high levels of 

speed, quality, and productivity that are needed in highly competitive global businesses, not does 

it create organizations that can change rapidly and adapt easily to the increasingly turbulent 

business environment. Until now, it is not clear that the form of holding company has emerged as 

the clear successor to enhance bank efficiency. But it is evident that increasingly, employees in 

banks do not have discrete, stable jobs; instead, they have a constantly changing mix of tasks to 

perform. 

Chandler (1962) proves that growth without structural adjustment can lead only to economic 

inefficiency. Unless new structures are developed to meet new administrative needs, economies 

of growth and size cannot be realized. Besides, rapid structure change may cause the failure to 

follow strategy, as organization building has had to wait until the passing of the first generation 

of administrators. Nor does this brief review of the experience of these many companies add 

much to the understanding of the process of organizational change within the enterprise. On the 

other hand, the market is of overwhelming importance to the changing structure and strategy of 

Taiwan banking-affiliated enterprise. The changing Taiwan market shaped strategic initial growth, 

integration, and diversification. To build a centralized, functionally departmentalized structure, 

enterprises should be closely integrated with differing market demands, and be complemented by 

sound regulation and monitoring mechanism. 

 

The empirical tests of banks performance before and after consolidation and privatization 

 

We begin our analysis by measuring performance of state-owned banks before and after 

privatization in Table 1. Sun and Tong (2003) compare performance changes three years before 

and after privatization. We adopt similar testing proxies
2
 and methodologies they use from the 

study of Megginson et al. (1994) to examine profitability changes, and employee productivity 

changes. To measure the impact of privatization on four state-owned banks for their employee 

productivity change, we adopt two indicators of SALEFF and NIEFF to show operating 

efficiency change. However, banks are merged into the organizational structure as a part of 

holding companies but number of employees does not grow proportionally; we let SALEFF and 

NIEFF before privatization be 1, and calculate how operating efficiency of privatized banks 

become after privatization in both indicators. This table details the testable predictions we 
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examine for performance changes of banks resulting from privatization. The results suggest that 

both profitability and operating efficiency are not improved significantly and immediately 

following privatization. 

 

Table 1. Profitability and operating efficiency changes of state-owned banks 

This table details profitability and operating efficiency changes of state-owned banks from 

privatization. There are three indicators of profitability. ROS is Return on Sales which shows net 

income divided by sales of state-owned banks companies. ROA is Return on Assets which shows 

net income divided by total assets of state-owned banks. ROE is Return on Equity which shows 

net income divided by equity of state-owned banks. Operating efficiency is examined by two 

indicators. One is total assets sales efficiency which is denoted as SALEFF, showing sales 

divided by number of employees. The other is net income efficiency which is denoted as NIEFF, 

showing net income of state-owned banks divided by number of employees. The index symbols 

A and B in the predicted relationship column stand for after and before, respectively. 

Bank Profitability Operating efficiency 

ROS ROA ROE SALEFF NIEFF 

Predicted relationship A* B A B A B A B A B 

Chang Hwa Commercial 

Bank, Ltd. 

1.84% 5.11% 0.05% 0.33% 0.92% 5.27% 0.68 1 0.19 1 

First Commercial Bank 

Co., Ltd. 

-0.05% 8.39% -0.29% 0.54% -0.27% 8.87% 0.81 1 -0.03 1 

Hua Nan Commercial 

Bank Ltd. 

-0.12% 8.17% -0.64% 0.55% -0.59% 8.52% 0.94 1 -0.03 1 

Mega International 

Commercial Bank 

1.05% 7.84% 0.81% 0.51% 1.02% 7.65% 2.93 1 0.46 1 

 

Data Specification and hypotheses 

Boubakri and Cosset (1998) compute empirical proxies for each company for a seven-year 

period (from three years before to three years after privatization). Their paper examines how 

privatization in developing countries affects the financial and operating performance of the 

former state-owned enterprises. 

Our research focuses on holding companies and tracks their bank merger event over a seven 

year period. Using two data sources, Taiwan Stock Exchange and Taiwan Economic Journal, we 

identify 4 state-owned banks and 7 controlling family-owned banks that merged into holding 

companies during 1998 to 2004. Combined the set-up stage with bank merger, the enormous 

changes of organizational structure happened to the holding companies in Taiwan. It is thought 
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that these changes enhance the efficiency of original family-owned or state-owned banks. 

We test the performance change before and after bank mergers and refer Table 1 to make the 

following testable hypotheses of performance difference. There may be incentives to increase 

size through consolidation in order to lower the cost of funding and increase the value of shares 

(Berger et al., 1999). Besides, managers as majority shareholder in Taiwan may be able to pursue 

their own objectives in consolidation decisions, particularly in banking where corporate control 

may be relatively weak. Atanasov (2005) points out that a majority shareholder can have two 

very different effects on firm value and minority shareholder wealth
3
. After the completion of the 

mass privatization process, concentrated firm ownership with a majority owner (a single investor 

or a coalition) becomes the norm. This is similar to the situation in Taiwan. We try to test the 

following hypotheses based on the evidence above. 

 

H1. The bank profitability is indifferent before and after bank mergers. 

H2. Managerial stockholding of major shareholders and management are indifferent before and 

after bank mergers. 

H3. There is no association between bank revenue and managerial compensation change caused 

by bank mergers. 

 

Sample data 

Our data set consists of 11 banks and their affiliated holding companies as acquirers that are 

listed on the Taiwan Stock Exchange from January 1996 to September 2006. Those banks reveal 

the critical relationship among characteristics of the SOE, the government, and the acquirer 

(Uhlenbruck and Castro, 1998). To explain this specific relationship, we collect ownership data 

like the ratios of stockholdings of managers, directors, and major shareholders and managerial 

compensation, to prove the significance of compensation and stockholding change before and 

after bank merger. 

We list the definition of variables in Table 2 and the list of 11 holding companies in Appendix. 

However, the sample of 11 is the results after we eliminated 34 events of bank mergers from our 

initial samples, because those banks are separated and operate independently. They have different 

organizational structure compared to the bank of holding companies. Besides, we lose several 

periods of data due to missing values in the preparation stages of the holding companies. Our 

sample imposes some limitations on our tests because there are different time lines for each 

holding company to merge the bank and finish their set-up stage. In the empirical tests of bank 

performance change, management stockholding change, and their relationship, we collect 759 

monthly data. 
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Table 2. Variables definitions 

Variables Definitions 

Volume Trading volume of the bank shares during bank merger 

Rate Rate of return of the bank shares 

MV Market value of the bank 

PE ratio A ratio of banks' current share price compared to its per-share earnings 

DIRATE Rate of Stockholding by directors in the bank 

MGRRATE Rate of Stockholding by managers in the bank 

BIGRATE Rate of Stockholding by the first of major shareholders in the bank 

SECRATE Rate of Stockholding by the second of major shareholders in the bank 

COM Compensation of the overall management 

STOCK Rate of Stockholding of the overall management 

share Number of outstanding shares 

rev Revenue of the bank each month 

per Revenue per share of the bank each month 

sharev Total revenue of shares each month 

merger Timing is before (0) or after (1) the event of bank merger 

 

Empirical methodology 

We develop two kinds of models to investigate the hypotheses in the 3.1 section. First, we 

develop two logistic regression models to examine banks profitability and stockholding change of 

major shareholders affected by bank merger. In the following equation (1), Y1 shows the event of 

bank merger happened (0) or not (1). β0 is the intercept while β1, β2, β3, and β4 are the 

coefficients of transactional volume, rate of return, market value of outstanding shares, and PE 

ratio. Furthermore, equation (2) measures how stockholding rates of directors, managers, first and 

second shareholders before (0) and after (1) bank merger (Y2). 

 

Y1 = β0 + β1 volume + β2 rate of return + β3 MV +β4 PE+ ε    (1) 

Y2 = β0 + β1 DIRATE + β2 MGRRATE + β3 BIGRATE +β4 SECRATE+ ε (2) 

 

Second, we develop four multivariate equations to show the impact of managerial 

compensation and stockholding changes on bank performance. The dependent variables share, 

rev, per, and sharev in equation (3), (4), (5), (6) serve as proxies of bank revenue caused by the 

change of managerial compensation and stockholding rate that we label COM and STOCK. The 

dependent variables share, rev, per, and sharev respectively are number of outstanding shares, 

revenue of the bank, revenue per share of the bank, and total revenue of shares each month 
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showing the change of banks revenue before and after the event of merger. We then estimate the 

following models to assess controlling family gain under the event of bank merger. 

 

Y3 (share)  = β0 + β1 COM + β2 STOCK + ε        (3) 

Y4 (rev)   = β0 + β1 COM + β2 STOCK + ε        (4) 

Y5 (per)   = β0 + β1 COM + β2 STOCK + ε        (5) 

Y6 (sharev)  = β0 + β1 COM + β2 STOCK + ε        (6) 

 

Logistic regression to measure profitability difference 

Table 3 provides a descriptive statistics for our data. Given the variable of bank merger 

(happened or not) is binary, the variance is very limited in their correlations except for 

stockholding rate of the second major shareholders. Although we identify few significant 

relationships among variables, there is no outlier which distorts our results. 

 

Table 3. Descriptive statistics (n=760) 

Variables Mean SD Volume Rate MV 

Volume 4839.584 34741.553 1.0000   

Rate 0.075 3.360 0.1577   

MV -36598.910 69239.638 0.1505 -0.0125  

PE ratio -28.8926 303.767 0.0044 -0.0162 0.3525 

Descriptive statistics (n=760) 

Variables Mean SD DIRATE MGRRATE BIGRATE 

DIRATE 67.823 28.477 1.0000   

MGRRATE -0.182 0.508 -0.2018   

BIGRATE -4.262 6.972 0.0932 -0.1289  

SECRATE -17.222 9.208 -0.0574 0.1060 0.6234 

 

From Table 4, we can find that the impact of bank merger on profitability is significant. The 

logistic model in Table 4 is statistically significant (model chi-square = 8369.678, p < 0.01). The 

empirical results are consistent with the view that there may be incentives for family-owned 

enterprises to increase size through consolidation in order to lower the cost of funding and 

increase the value of shares (Berger et al., 1999). To improve bank profitability, bank merger can 

be seen as means to enhance holding companies’ overall efficiency. 

 

Table 4. Profitability before and after bank mergers 
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Variable Coefficient Mean estimate 
2  Wald 2  

Intercept 1.1328 0.0121 8791.66 <0.0001 

Volume 0.00001464 0.0000004064 1298.82 <0.0001 

Rate -0.0382 0.0033 132.31 <0.0001 

MV 0.000002862 0.0000001428 402.03 <0.0001 

PE ratio -0.0005 0.00004497 137.73 <0.0001 

 

Stockholding change before and after merger has an impact on small banks. The empirical 

results are consistent with the view that managers as majority shareholder in Taiwan may pursue 

their own objectives in consolidation decisions, particularly in banking, especially concentrated 

firm ownership with a majority owner. This evidence is similar to the situation in Taiwan. From 

Table 5, the regression results are much more consistent with majority blockholders extracting 

ownership from the minority owners of their companies. As we can see all the stockholding rate 

variables in Table 5 are significant (model chi-square = 129.2091, p < 0.01). Nonetheless, 

stockholding rate of directors and second major shareholders have a negative and significant 

association with bank merger. 

 

Table 5. Stockholding rate change before and after bank mergers 

Variable Coefficient Mean estimate 
2  Wald 2  

Intercept 0.9172 0.4007 5.2388 0.0221 

DIRATE -0.0043 0.0045 0.9205 0.3374 

MGRRATE 1.1908 0.2582 21.2703 <0.0001 

BIGRATE 0.0294 0.0151 3.8055 0.0511 

SECRATE -0.0531 0.0128 17.1728 <0.0001 

 

Gain of controlling family before and after consolidation and privatization 

Anderson and Reeb (2003) investigate the relation between founding family ownership and 

firm performance. Their results suggest that family ownership is an effective organizational 

structure. Their analysis also investigates the association between active family control (holding 

the CEO position) and firm performance. We examine the impact of controlling family by major 

shareholders’ income and the rate of their stockholding on firm performance. In Table 6, we can’t 

find significant relationship among bank merger, managerial compensation, and stockholding. 

 

Table 6. Stockholding and compensation change of management before and after bank 

mergers 
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Variable Coefficient Mean estimate 
2  Wald > 2  

Intercept 1.4779 0.1342 121.2890 <0.0001 

COM -0.000001761 0.000003632 0.2351 0.6278 

STOCK 0.0826 0.2434 0.1152 0.7343 

 

We then turn to find the impact of managerial compensation and stockholding on bank after 

bank merger by multiple regressions. We find managerial compensation has significant and 

positive association with the number of outstanding shares in Table 7. It reveals the fact that 

giving non-cash compensation to the management is popular in Taiwan. However, we do not 

witness any significant bank revenue change affected by the change of managerial compensation 

and stockholding, which may be due to bank merger. Second, managerial stockholding is 

increasing gradually as their ownership increases after bank merger when families set up and 

control holding companies. 

 

Table 7. The association between stockholding rate, compensation, and revenue change 

Variable Intercept COM STOCK R
2
 Adj- R

2
 

Share 2027451.66*** 

(22.84) 

9.4525*** 

(4.48) 

-478851.78 

(-3.27) 
0.0507 0.0457 

Rev -3512589.7*** 

(-21.02) 

0.8162 

(0.21) 

-467113.22 

(-1.7) 
0.0161 0.0109 

Per -0.9271*** 

(-31.17) 

-0.000000754 

(-1.07) 

-0.0341 

(-0.7) 
0.0188 0.0136 

Sharev -3507860.8*** 

(-20.99) 

0.754 

(0.19) 

-463848.53 

(-1.68) 
0.0161 0.0109 

*** indicates significance at the 1 percent level. 

 

Conclusions 

 

In this paper, we do prove that profitability of banks is different before and after bank mergers. 

Meanwhile, managerial stockholdings of major shareholders and management are different 

significantly before and after bank mergers. Using data on Indian state-owned enterprises, Gupta 

(2005) find that partial privatization has a positive impact on profitability. He reviews the 

political view which argues that governments distort the objectives and constraints faced by 

managers (Shleifer and Vishny, 1994), and the managerial view that based on agency theory, 

state-owned firms have difficulty monitoring managers (Laffont and Tirole, 1993). We 

investigate compensation-based incentives and monitoring of firms that engage in privatizations. 

We also conduct multivariate analysis to investigate whether incentives (stock-based 

compensation) for directors and officers and cash compensation are associated with bank merger. 
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Although full privatization makes it difficult to distinguish between the political and the 

managerial perspectives mentioned by Gupta (2005), there is still room to investigate whether the 

directors and management have political background or represent the role of government in 

banks. 

In-market mergers generate efficiency, but Sapienza (2002) identifies some ex ante 

characteristics that affect the magnitude of the two offsetting effects (efficiency and market 

power) in banking mergers. These are market overlap between the merging firms, and market 

competition prior to the consolidation. This helps to explain why we find no association between 

bank revenue and managerial compensation change caused by bank mergers in this paper. 

Competition of banks in Taiwan is strong so the efficiency enhanced by merger may be offset by 

market power in the beginning stage of setting up holding companies. 

The study of Uhlenbruck and Castro (1998) introduces a model, based on mergers and 

acquisitions literature and micro-economic theory that explains the critical relationships among 

characteristics of the SOE, the government, and the acquirer. We prove that the ownership 

structure does impact significantly on shareholder returns (Sudarsnam, Holl, and Salsmi, 1996). 

The theoretical model built by Allen and Cebenoyan (1991) demonstrates the manager’s 

acquisition incentives. But we are further concerned with acquisitions directed by both bank 

holding company and the government. We contribute to a long running controversy over the 

impact of bank mergers on bank holding company value by examining the interrelationship 

between ownership structure and bank acquisition strategy. 

Nam and Kim (2004) strongly argue that the most important role a government could play 

after privatization is to make sure that the newly privatized firms are management independent of 

government interference. They also emphasize that government should improve the institutional 

environment that would induce better governance. In this respect, we stress the importance of 

protecting minority shareholders’ right, and the role of corporate governance arrangements after 

bank merger. Ownership structure may suffer from another type of agency problem as tunneling 

in Korean chaebol. For example, wealth transfers from one affiliated firm to another illegally 

because chaebol family members have strong incentive to maximize the group’s interest as a 

whole, rather than the interest of each individual affiliated firm. We thus suggest that it worth 

further research to investigate the relationship between acquisition and corporate governance. 
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Footnotes 

 

1. Uhlenbruck and Castro (1998) argue that privatization of state owned enterprises (SOEs) – that 

is, the transfer of ownership from government to private investors, typically combined with 

market deregulation (Hartley and Parker, 1991; Vickers and Yarrow, 1988) – has become an 

important tool of economic policy for many governments throughout the world. 

2. Testing proxies and methodologies of Megginson’s (1994) study 

3. Atanasov (2005) presents a new methodology based on these individual auction bids for 

measuring the control premium, while accounting for some of the selection biases in previous 

studies. The magnitude of the control premium is then a direct indicator of whether investors 

expect majority shareholders to increase firm value through monitoring or to expropriate 

minority shareholder wealth for their own private benefit. 

 

Appendix 

 

Table 8. 11 banks and their affiliate holding companies on Taiwan Stock Exchange 

Bank Merger 

date 

Holding company Set-up 

date 

Chang Hwa Commercial Bank, 

Ltd. 

2001 

Sep 

Shin Kong Financial Holding Co., 

Ltd. 

2002 

Jan 

First Commercial Bank Co., Ltd. 2001 

May 

First Financial Holding Co., Ltd. 2003 

Jan 

Hua Nan Commercial Bank Ltd. 2001 Hua Nan Financial Holdings Co., 2001 

http://web.ebscohost.com/ehost/viewarticle?data=dGJyMPPp44rp2%2fdV0%2bnjisfk5Ie46bROsKexSLKk63nn5Kx95uXxjL6nr0evp61Krqa1OLawskq4qrU4zsOkjPDX7Ivf2fKB7eTnfLuvtUm2qbBQs6ukhN%2fk5VX43quM9ZziervY8oCk6t9%2fu7fMPt%2fku0y0p7NOsaukfu3o63nys%2bSN6uLSffbq&hid=13
http://web.ebscohost.com/ehost/viewarticle?data=dGJyMPPp44rp2%2fdV0%2bnjisfk5Ie46bROsKexSLKk63nn5Kx95uXxjL6nr0evp61Krqa1OLawsVC4qrU4zsOkjPDX7Ivf2fKB7eTnfLuvtUm2qbBQs6ukhN%2fk5VX43quM9ZziervY8oCk6t9%2fu7fMPt%2fku0yzrrVIr6ukfu3o63nys%2bSN6uLSffbq&hid=113
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Sep  Ltd. Dec 

Mega International Commercial 

Bank 

2005 

Sep 

MEGA Financial Holding 

Company 

2002 

Jan 

Chinatrust Commercial Bank 2001 

May 

Chinatrust Financial Holding 

Company Ltd 

2002 

Apr 

Cathay United Bank Co., Ltd. 2001 

Sep 

Cathay Financial Holding Co., 

Ltd. 

2001 

Dec 

Taipei Fubon Bank Co., Ltd. 2005 

Jan 

Fubon Financial Holding Co., Ltd. 2001 

Dec 

Bank Sinopac Co., Ltd. 2006 

Jul 

Sinopac Financial Holdings Co., 

Ltd. 

2002 

Apr 

E.Sun Commercial Bank, Ltd. 2004 

Sep 

E.Sun Financial Holding Co., Ltd. 2001 

Dec 

Yuanta Commercial Bank 2003 

Jul 

Yuanta Financial Holding Co., 

Ltd. 

2002 

Apr 

Taishin International Bank 1998 

Jan 

Shin Kong Financial Holding Co., 

Ltd. 

2001 

Dec 

 


