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A Study on The Effects of Corporate Ownership

Structurce on Corporate Performance

Woong-Jin Kim

Department of Resources Economics, Graduate School,

Pukyong WNational University

ABSTRACT

Chaebols have inherited their firm to descendants.
The closed ownership structure of Chacbols should be changed to the
open ownership  structure which can make dispersed ownership
structure. But rccently it is argued that the separation of ownership
and management 1s not always necessary.

This paper finds out two facts,
Firstly, the ownership structure affects the corporate performance.
Secondly, the government policy for Chaebol reform after TMF crisis
increased the value of Chaebol firm.

This paper has tested the relation betwecen ownership and corporate
value for a sample of 280 firms during the period of 1995~ 2000.

The following variables are used for empirical study: Tobin-q ratio
as dependent variables, the equity ratio of family, the cquity ratio of
insider, instituional investors as independent variables, firm s1ze,
rescarch and development expenditure to total assets, advertising

expenses to total assets and financial leverage as control variables,

_iv—



dummy variables of 30 Korean Chaebols, owner-management.

The results of empirical study can be summarized as follows:

Firstly, there is strong evidence of U-form relation beween the equity
ratio of family, the ecquity ratio of insider and corporate value. This
result supports the hypothesis of study that there is managerial
cntrenchment hypothesis  at low level of equity ownership and

convergence of interest hypothesis at high level of equity ownership.

Secondly, the result of analysis of the relation between the equity
ratio of instituional investors and corporate value shows that the
equity of instituional investors s positive, but not statistically

signilicant.

Thirdly, Chaebols premium is bigger than Non-Chaebols. This result
shows that Chaebol reforming policy holds good for the value of

Chaebol f{irm.

Keyword

closed ownership structure of Chaebols , open ownership structure
managerial entrenchment hypothesis ,convergence of interest hypothesis

the corporate performance
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