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1) The letter of Intent of the government of Korea describes the policies that Korea intends to
implement in the context of its request for financial support from the IMF. December3, 1997.
Memorandum on the Economic Program 34. The government recognizes the need to improve
corporate governance and the corporate structure:-

2) Economic Report of the President(2003)

NJA TR E AN A8AS TUANE TR 842N AGH, olAtg, F5, Ve ols|AAA
Atele] BE #AE FAsHE Aotk OECD Principle(1999)

7190l A3, BAE v AR dxe] JFAE on g Mood's(2002)

719 A& AT FAAS0] TR e ¢ols Bauy] s FEx Aol thEk oAt

AL Esta AsE WS 9nlgitt Sheifer & Vishny(1997)
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73 2}¢H4=71 (managerial entrenchment hypothesis)ol] 93l =& &S 717 A9x =
E AugFEFE S8 9488 2Feta glong dubEFo] oo uiEy ApAle] A
A oolols TV & v AAS e dE FE Aok Aotk AR e A
FE0] 7197k BAIGle] A5 oleths F e Ag- VIAVFAIY FsEtr] ofya, A

o]
Ao A3t 7194742 Aol

)
EL
2
N
X
ofj
<
o
>
toly
=2,
o e

A7) Wil 719 AT A
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HZ7Fd 2% Morck, Schleifer and Vishny(1988)2] <1-7+7}F thx 4 o1, o]Al3]e] A &o] 5%
7b D wpziAE ERNQUE SR Aol 5%E.tH WobAH ERIQUE FHAstal Aol 25%%E
dolAw ENQ7E Al S7hss Rt

<E 1> AT Mg =4

i AR = 4
1,7007) vl=r SA719S o= 19929 A
Ang,Cole, and Lin(2000) ooimE e
525 7 24
FolAlo} §7=re] 199771998 ARE nig o
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(2005) N7 AFTE ARE oE
Morck, Schleifer and
AF7Hd ’ o]Abg] Aol wE ENQe] wgh A5
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10bir's q;: Tohin's 9ratio®, EV/EBITDA: A+1%4 ¥ EV/EBITDA
CAF: ﬁ%ﬁ%ﬂ CF: 23529 « 294y dA=
(7D ():Tn&,():wgﬁA Ao
Al 5=

2
12

7197H1E el W42 Tobin's ¢V EV/EBITDAE AHg-ate] AfrrmEL2E F5}
of 7I947 Al M A= @l #ate] EAEIA T ZAAM TS S5k WFE 7I9A T
ZNAAE 7 BES= A HltF A= Global standard2A 9] A wj#+z A4t gopd, =
7199 A& EAE B TG das Adecte WsEA dgsed - BIAEA
U] %= (the ratio of cash flow rights to control rlghts)oﬂ o sk ¥4jo] Q)
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5) &frrzst 7197k, Aty # A X014
W(2005)E  F-AH] &, LA & ﬂLE,ﬂ%‘h‘F, EIYLE HH%“ésok, Asd AdE, AET
(1993)= ANy, Fadzdn], BAFd FEdA9-1rl A7) A%, A
< 719 E, AFNERE, B S, AFEH e, 91442002) g eotE, A
TN, 719, FAHE, AT, S9A5200DS FARED, FAHE 3
FAR O] AR AXEN) S, AW 52002 A NE) vg, ] v)g, pgREAuE, FAuE, 7
G 55 A& 9ok

6) dl@e A92AE Q (industry adjusted Tobin's @)°l3L, D(q)E FE7]1% Qolt}

7) Tobin's g 7199 AE7HAE dAA7IE v vl&olth Tobind q¢ FA¢ke] AAAAE s}
A gtk aE AN g7F 15T 2™ ArEAe 7%] 7 v &-& 2] Wi 719
AQlE 7HTha Fskgit) vheF aedt T30k B AR T, g 12 s 2 Aojth

8) A AHA(real ownership rights)

9) 2144 (voting rights)
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HAFsEY IdXEE AF5EY 7% (Cash flow rights leverage)e] whizfdo=zA gkt
o] ASAY Afrrxrt Histd 32 FHE 7H e A Wi ARTE
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AL 8 ALl WA 24T (internal shareholding structure)® S :(Sz/) 2 Aosld, 21(29)
= AG0eE £dT 4 glal, AG0)& Aelstd 4G1)e]
(3) c+m+Se=e
4 e=(I—S)"'c+(I-S)"'m

(7—3)"¢|,

GRagTEE ned ANFEFY AFEED QNEE CFC ¢+, ) 7 Do 794w

<
of RAFFRIF EAEA E+= (Sl,):() ol A¢ dAF5E A=+ CF( o +f, )7F a1,
f, =0 ol¥, CF= 1°] Hof dvsg5dd AgAmdo] dAst= AS gnlstal, » —0°H,

CF= 00] Hof daagas Z9Amae] A vt 7k 2 Als guitth. ¢ = A+

F AR AR AR (direct ownership)ol i A9 AfFA oW, r = ALGIAL RO

[e)
H AfAE

(indirect ownership)o]aL H¢l A= &olt}.
HIAFIHE o] &3 BAAM = MEV|FES] a9 AAL a9E FEsY ByFE FA4

14) 72 A369= GERIEE) @ikt 71 HOMGE sl it
Ok, Rt R FEit e etk o2 @ike] TS el 1009 18 2Iete Hols
TR Y= AF 2 dE @itz 7 e gt e At Hel el ik Dk
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sted, BgoARd(error componenet model)d F

variation or heterogeneity)ol] W& FAwo] At&Zd] At} B AR M= Fxpske] A A A
Aoz Qg JiE7IYe]l & VPEtE U A3 e 54 A A & A AR A
= Xég Aorsle] R4E FASTE olgfst shdH ¥ individual effects)e} Al7FE I (time
effects) & E@Zdlel 7ta} el A IR (fixed effects model)¥ A& IR
(random effects model) 16 = Ut}

L#Aae 3Y WHE(cross sectional

rlr

A o o
i)
2,

(G) Y =i+ X, B+ QTR
6) Vi =0+P X+, +E,: A}

A o= Breusch Pagan(1980)e] Al¢tet LMY 3} Hausman?d A o] ity LM #}
S M= FholAle EaxolH, Wi A0 R Ak K& 7HA & ZholAls 3ot}

nl [éll)e__T

)

B atel g BReAnae s g

(7obirt's O), =, +4(CAF), +05(CF), +04(TDLA), , +0,(LS), +o5(14),
+> oy dndustry+ > o, Year+&,

d\EV'/ EBITDM),, =0, +04(CAF), +0u(CF),, +0o(TDTA),, , +au(LS), +o5(14),

+Zochear+8it

<E 2> 8% TAF

ARG B4 2000004 2005 0] 3, RS
HESEUCAPS AFSEALAECHA AAAE IVF o] 190204 10950 o1
IMF o) $A%s} vl stgeh TDTAE PAu 8, LS whEolsl 4t LAL 7199
ol AAYE o e,

AR F Az A ol

:[o

Mean Standard deviation Q1 Median Q3
Tobin’s q 0.902 0675 0.644 0.791 0.995
EV/EBITD 7.851 2.206 3.190 5.100 8.080

15) Corss sectlons over time 5=+ pooled cross section time series data
16) &Ea=



A
CAF 0.203 0.175 0.024 0.188 0.327
CF 0.595 0.400 0.091 0.630 1.000
TDTA 0519 0.536 0.344 0.489 0.641
LS 7.649 1575 6.619 7457 8498
LA 3.267 0.8%5 3.200 3.500 3.700

3. B4 A3

E2>ol= Ve Agel 715H =, ZI97HAE bl Wl Tobin's qof it
0.90201 EV/EBITDA®] & 7.8510]aL, Tobin's qo &3Hgte 0.791¢]3L EV/EBITDA®| ¥
2 51000t A TERUEHAES T =FH duSEA(CAF)S 02039 Hdas 2t
du5E YARCE)E ABAREAGF7E 124, AuFFe] das5dd Z97mde] dxshs
B W, AR = 0091224 dFsEde] BdA Amrt & Aol

<EP>E afTREH2E Fato] ZQ7A nAE AT e BReARFRA A}
Tobin's qofl theiM= dussdel thelA 5% FolatoR o] g0.152)& 2L, d+

Zh=th

tlo

:1 %1__
S5 A= M e 1% Felersez el gH0.013)

-
235 ko] ke t valueso|th
* = 10% FrolFE, o 5% FoE, oo = 1% FroFTEs YERAT
Tobin's q d(EV/EBITDA)
Intercept 0.681 (3.81##x) 2.243 (0.44)
CAF 0.152 (2.42+x) 7.884 (2.60%3)
CF 0.013 (2.61%3#x) 2.157 (3.64%x)
TDTA 0.859 (9.67+xx) 2613 (4.36%)
LS 0.009 (0.96) 3951 (=2.73#xx)
LA 0.067 (-3.31xxx) 1.336 (-0.46)
e =k 23 B3
Aty 23t 3
R-sq 0.150 0.106
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CAF: 953557, CF: d535d - A94d A=

TDTA: F-Aj0]&, LS: wjZ o] Addir, LA: 7]Hd®5 ] Addi+
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F Value 81. 168k 2.6k
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EV/EBITDAE 7|97HA &S #Hrbeles tixAel Wi oz AA 79 EV/EBITDAR = 4t
el Aol EV/EBITDAZE 71947HA18 #7ksted Bt ougle ghelet & 4 e, A4y
4¥ EV/EBITDAC] tiate] dus5d dAEe met o2l 4o d3ds mAe= AL
Efvtt},

Demsetz(1985)= 7147k 9k AfAlm72 B YA A4S AAd e, 1v 7197
217 Wl whet ARt oAl 2 E 7] el ARl A 7| 97ER R A
1 A AAE AT 4 vt Fgstdoh 5=d 2HE1998)e] AT Aol EAEE
of tigh A 7ol OLS &4 A¥dE &% sl ¢ o= #AEo], Tt 714971
o 4&s A Q77 WA EEl F3FE vA = Ao it

((T’)iz =a, +a1(Tobin's Qn +a2(C4F) +a3(1DTA) +a4(lS) +a5(lA)l., +&,

(1obins O), =b, +b(CAF), +b,(CF), +b,(IDTA), , +b,(LS), +b5(LA), +&,

2 AFdME 717} afTxe] UAd TAE dldsy] 98l Two stage least
squares EEE AREEITE WA oAM= # %E%:ﬂ%li]Eﬂ 719714, Ade dEsE
A, 7199, FAHE, 7I9aEe] oste] AR F RddAE= 7977 5 s 5,
AR, FAjuE, 71gd= ol 94?3‘}01 AR H}, <E4>+= Two stage least
Al AYZA, Tobin's qoll tislAl 10% FodTo = ] 30.605)=
zkal, EV/EBITDAC tisiA e 10% rolowon &l gH3963)s Ze Zom Ues

R

T HAFEEY dAEE 7970 tete] freF

2 ﬂ

il

tt

-

g‘;



v.4a &

N

= 71 AA

s

kel
T

IMF$7]

T &
IR
T o
il ~
= oF
=
ﬂ
<ol
Er
=T o
mr

o)
-
=7
Pyt
S
MR
o w
S
oy W
=T
T XH
‘q ﬂw‘_
™ o
o
i ﬂ
= %
<
Z g
N
o T
o B
— N
S
N &
NE R
= R
o

bol dAs

S

gl o

%

2z wel 71 A7FR o] v x =

)

ol
_

o
A

I A e =] Rk

Fi, ol& dAus

S

AToN F2 A

=
£ afTENEganrE 49

|

=7

AYAeh vlwshe] B A

il

]

AAEE Ul AR A8

o] %
=

:ﬂ

=
u.s_:'ﬁ_

B

2l

F ARgolt 719EA

=
-

Fack. whepAl

9

H

MdE AHEFeEH, thFFol

| %=

4

)

714 A

s

9

m

ATE afrRiEG 27} 7147 ]

g, &

L
R

17 =

L
= W

R

Pt 7147k

bol 243

S

A

e

=
=

2 Tobin’s q9 EV/EBITDA

2~
T

A3} A9 FelEs) 2

A Z1AA AU F ez Had o] dEHA 719

=9 7hA

Al w7y



92 Ol 15& 25

3 ke BAEA, AFAT

284, WA, s, 2006, = AR dmrE AAadlel e A, AN
NN

A5, 2003, Afrrr27F AFNEFAR] A= G dgedT

AEe, 2005, wEE A B B 7R MAAG =4, daagdTd

HF=, ol AE, 2000, ]°*7PX19‘r Afrrzeke] AvA, SdsEA

A, 2008, g AP A A8l 199772002, 78 AL A

HEZF, 2006, 71178 Tl EHSL SfrA T GEFEA, TP T

ghg--wh e, Fold, 2006, 7R M2t FR-e] el w3 A, TSI A

HHA, A, 2001, 719 dEF 9 HAETIG e aFFd9Atet drkd

HE7F?, AT

PR A, o7, sk, T EAF S Az viAE 9%, AFAT,
2004

gref g, EAE, 2001, W, R B 28] VYA Edtell #e AFAAT, &
§3+3] ]

AEE 2006, Z19AM 2] T, AR I AAle] A AR At A
A AT R IA

olalled, olAE, 1999, 71FAFTZo 71979 #AA - HEAEEHE 24, A4F
el

A, A4, 2006, I =EEA & =Rl KDI

AoE, A 245, bl 2001, A §84 - 28ANTRY ATPEH, &
gol B AZH BA, FRAFREA

94, o199, 2005, LAY JI ATl B AFAT, AFAT

Ang, James S., Rebel A. Cole, and James Wuh Lin, 2000, Agency costs and ownership
structure, The Journal of Finance

Bebchuk, Lucian, Reinier Kraakman, and George Triantis, 1999, Stock pyramids, cross

ownership, and dual class equity: The creation and agency costs of

separating control from cash flo rights, working paper

Berndt, Markus, 2000, Global differences in corporate governance systems - theory
and implications for reforms, Harvard law and economics discussion paper

Black, Bernard S., Hasung Jang, Woochan Kim, 2003, Does Corporate Governance
affect Firm Value?: Evidence from Korea, CGS

Breusch, T. and A. Pagan, 1980, The LM test and its applicaionts to model



o

=201 AR JIYIEX 93

specification in econometrics, Review of Economics Studies

Cho, Myeong Hyeon, 1998, Ownership structure, investment, and the corporate value:
an empirical analysis, Journal of Financial Economics

Claessens, Stijn, Simeon Djankov, Larry H.P. Lang, 2000, The separation of ownership
and control in East Asian Corporations, Journal of Financial Economics

Demsetz, Harold and Lehn, K., 1985, The structure of corporate ownership: cause and
consequence, Journal of political economy

Grossman, Sanford and Oliver Hart, 1986, The costs and benefits of ownership: A
theory of vertical and lateral integration, Journal of Political Economy

Grossman, Sanford and Oliver Hart, 1988 One share one vote and the Market for
Corporate Control, Journal of Financial Economics

Hirsch, B. T., & Seaks, T.G., 1993, Functional form in regression models of Tobin’s q,
Review of Economics and Statistics

Hoshi, T. Kashyap, A. Scharfstein, D., 1991, Corporate structure, liquidity, and
investment: evidence from Japanese industrial groups, Quarterly Journal of
Economics

Jaang, Daehong T. Kyung Soo Kim, Woo Tack Kim, Sangsoo Park, 2002, Cross
Shareholding and Corporate Financial Policy: the case of Korea, working paper

Jensen, Michael C., 1986, Agency Costs of Free Cash Flow, Corporate Finance, and
Takeovers, American Economic Review

Joh, Sung Wook, 2003, Corporate governance and firm profitability: evidence from
Korea before the economic crisis, Journal of Financial Economics

La Porta, Rafael, florencio Lopez de Silanes and Andrei Shleifer, April 1999,
corporate ownership around the world, The journal of finance

La Porta, Rafael, florencio Lopez de Silanes, Andrei Shleifer and Robert W.Vishy,
2002, Investor Protection and corporate Valuation, Journal of Finance 57

Leland, Hayne E. and David H. Pyle, 1977, Informational asymmetries, financial
structure, and financial intermediation, Journal of finance

Lemmon, Michael L. and Karl V. Lins, 2003, Ownership Structure, Corporate
Governance, and Firm Value: Evidence from the East Asian Financial Crisis,
Journal of Finance

Lindenberg, E. and S. Ross, 1981, Tobin's q and Industrial Organization, Journal of
business

Lins, Karl V., 2003, Equity ownership and firm value in emerging markets, Journal of
financial and quantative analysis

Mitton, Todd, 2002, A cross firm analysis of the impact of corporate governance on



94 Ol 15d 25

the East Asian financial crisis, Journal of financial economics

Mork, Randall, Andrei Shleifer, and Robert W. Vishny, 1988, Management ownership
and market valuation: An empirical analysis, Journal of financial economics

Shleifer, Andrei and Robert W.Vishy, 1986, large shareholders and corporate control,
Journal of Political Economy

Shleifer, Andrei and Robert W.Vishy, September 1992, Liquidation Values and debt
capacity: A market equilibrium approach, The journal of finance

Shleifer ,Andrei and Robert W. Vishny, 1997, A survey of corporate governance,
Journal of Finance

Stulz, R. M., 1988, Managerial control of voting rights: Financing policies and market

for corporate control, Journal of Financial Economics



Abstract

Shareholding structure and Firm Value

Kim, Naom Gon”*

The Korean economy has experienced many changes in corporate governance since the
IMF crisis, therefore the crisis brought an enormous change to Korean firms. Coporate
governance deals with the rights and responsibilites of a controlling shareholder,
company’s management and various stakeholders. Corporate governance affects market
confidence as well as firm value. Therefore good corporate governance is essential to firm
value. Both the legal protection of investors and some form of concentrated ownership are
essential elements of a good corporate governance system. Legal protection and large
investors are complementary in an effective corporate governance system. The most
enthusiastic assessments of American corporate governance system come from those who
put greater emphasis on the role of legal protection than on that of large investors. In
contrast, advocates of the German and Japanese corporate governance system point to
the benefits of permanent long term investors relative to those of takeovers.

This paper, from the perspective of firm value, analyzes the effect of the shareholding
matrix after the IMF crisis. This paper employs two proxies of firm value, Tobin’s Q and
EV/EBITDA, and study whether firm valuation varies with corporate governance.

The primary findings are summarized in the following way. Using a sample of non-
financial firms listed on th Korea Stock Exchange over the 2000~2005 period, the test
results indicates that the firm valuation depends critically on Cashflow Rights Ratio.
Specifically, this paper finds a significant and positive correlation between Tobin’s g or
industry-adjusted EV/EBITDA and high Cashflow Rights Ratio.

Taken togher, these results suggest that the successful corporate governance systems
rely on some combination of concentrated ownership and legal protection of investors,
therefore good corporate governance is essential to increase the firm value.

B =282 2008 98 199, ==&A 1 20084 108 202, ATHEEY : 2008 112 20

* Full-time Lecturer, Dongduk Women's University



