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ABSTRACT

This paper adopted the option pricing model to estimate the expected book value

growth rates of 17 Irrigation Associations in Taiwan from 2001 to 2014. All of the
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Irrigation Associations in Taiwan were divided into 3 categories: urban, rural-urban and
rural Irrigation Associations. Based on the financial statements, the financial ratios were
calculated. Panel data regression analysis was used to compare the factors which
influenced expected book value growth rates. The empirical results revealed that the
expected book value growth rate was influenced significantly by financial ratios, such as
financial leverage, total asset turnover, return on equity and return on assets. Thus, to
increase the efficiency of capital structure management and asset utilization improved
operation performance of Irrigation Associations. In addition, the expected book value
growth rates of urban and rural-urban Irrigation Associations were affected by financial
leverage factors. The expected book value growth rates of rural Irrigation Associations
were not only affected by financial leverage factors, but also influenced by total asset
turnover, return on equity and return on assets because the price appreciation of real estate
benefits in urban and rural-urban Irrigation Associations which results in rising of asset
value and increasing asset volatility. For rural Irrigation Associations, their business
performance could be achieved by striving to increase the income and moderate
The findings

of this research can be the reference for future business progress and financial

expenditure scale, and reducing operating costs to prevent financial deficit.

management for Irrigation Associations in Taiwan.

Keywords: Taiwan Irrigation Association, Expected Book Value Growth, Option Pricing

Model, Panel Data Regression Analysis, Financial Ratio.
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2001 {1.50% 0.34% 0.03% 0.05% 0.35% 0.04% 0.15% 0.45% 0.27% 0.39% 0.25% 0.23% 0.20% 0.10% 0.27% 0.15% 0.34% 0.30%
2002 [{1.10% 0.09% 0.07% 0.05% 0.09% 0.03% 0.10% 0.17% 0.17% 0.19% 0.22% 0.12% 0.15% 0.20% 0.12% 0.09% 0.19% 0.18%
2003 0.72% 0.05% 0.04% 0.03% 0.06% 0.02% 0.05% 0.13% 0.07% 0.11% 0.11% 0.07% 0.10% 0.13% 0.08% 0.09% 0.09% 0.11%
2004 10.26% 0.08% 0.05% 0.08% 0.09% 0.02% 0.07% 0.26% 0.05% 0.63% 0.14% 0.09% 0.12% 0.06% 0.12% 0.06% 0.13% 0.14%
2005 |0.08% 0.19% 0.07% 0.05% 0.05% 0.02% 0.04% 0.19% 0.04% 0.61% 0.11% 0.10% 0.11% 0.07% 0.09% 0.08% 0.09% 0.12%
2006 |0.08% 0.32% 0.06% 0.03% 0.06% 0.01% 0.03% 0.18% 0.04% 0.21% 0.09% 0.10% 0.10% 0.07% 0.10% 0.04% 0.03% 0.09%
2007 {0.08% 0.32% 0.05% 0.03% 0.07% 0.01% 0.06% 0.25% 0.06% 0.17% 0.18% 0.11% 0.21% 0.12% 0.10% 0.09% 0.09% 0.12%
2008 [{0.17% 0.35% 0.06% 0.02% 0.06% 0.01% 0.04% 0.12% 0.06% 0.16% 0.15% 0.07% 0.22% 0.15% 0.09% 0.06% 0.08% 0.11%
2009 {0.17% 0.16% 0.05% 0.02% 0.04% 0.01% 0.03% 0.11% 0.06% 0.12% 0.20% 0.04% 0.17% 0.12% 0.07% 0.04% 0.06% 0.09%
2010 |0.09% 0.08% 0.07% 0.01% 0.04% 0.01% 0.04% 0.08% 0.04% 0.08% 0.28% 0.04% 0.13% 0.28% 0.06% 0.05% 0.05% 0.08%
2011 |0.05% 0.06% 0.06% 0.02% 0.04% 0.01% 0.04% 0.06% 0.04% 0.07% 0.39% 0.04% 0.12% 0.27% 0.05% 0.04% 0.04% 0.08%
2012 10.06% 0.11% 0.02% 0.01% 0.04% 0.01% 0.05% 0.07% 0.06% 0.26% 0.36% 0.04% 0.11% 0.24% 0.04% 0.06% 0.03% 0.09%
2013 {0.08% 0.11% 0.03% 0.02% 0.04% 0.01% 0.07% 0.11% 0.04% 0.28% 0.23% 0.04% 0.13% 0.28% 0.05% 0.05% 0.04% 0.10%
2014 {0.06% 0.09% 0.05% 0.02% 0.05% 0.01% 0.08% 0.09% 0.05% 0.30% 0.17% 0.05% 0.13% 0.33% 0.06% 0.06% 0.06% 0.10%
F35 10.32% 0.17% 0.05% 0.03% 0.08% 0.02% 0.06% 0.16% 0.07% 0.26% 0.20% 0.08% 0.14% 0.17% 0.09% 0.07% 0.09%
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