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[.A4 &

T

Fae 719 o|mAY A BAles de] dEAY dERE S5 o Esoltt F
FH|= I ATIEAA A F7] g0 7 Q1A stodof SFA| T, AHAF7FR] (asset value) 7t S0 37
ol Ax oS FEotEE IA 7|3t Bt Aokt Y=
1985 ; Graham and Frankenberger 2000 ; &3l 2} HH7]d 2001). EgF Fav]= 2847 44
o] Sl FR.9| ZAl(economy of scale)E B/dHH, o] 45 3lal(increasing return to scale)
7Fx #A A (value relevance)o] HAA= Aoz HuETHBrown 1978 ; Spence 1980 ; Comanor
and Wilson 1969 ; Spence 1980 ; Chauvin and Hirschey 1993 ; 371213} o132 1996).

2 BH(Hirschey and Weygandt

Fa8 7 ARl whet o] Qo] AFstal iAol A= B JUThA o] A
719 ¥ SH(business group) 5= AFeA Hry WEstA vebE § s Aotk 7|dR T &
1A e 719 Fal 719o] HA3h A (firm—level resources)t AF&E 4= glont, A
&3 7|92 B3l 719 A ol e} AGANES] A(group—level resources)®E &8
SATHChang and Hong 2000). whebx] 5% 2l &8 diste] 7729 BAE 24dste 2 A

e ¥

71gdo] WA Y Hot o gold Fle]7] wEoltth ¥ AFE Ao AYFf(resource
sharing) E7E F1FTHLF WA Auith JPdFe ALY ALdFHE T2 A7
W} 2] 214 o] (knowledge transfer) S04 £t S BT ESF] AL HE A9 E

[)
7% =ETHChang and Hong 2000 ; S-S 359k <71 2006 ; o] G2 vt & 2007

!

). Fu¥
Hie ANde 3 7199 F8 FEANE AT HolA Ade] Fudh AHE o
et A <97t A& Blolth
AE71Fe] FuAd FhHe e duE Yepdrh 4 AR gRbdoR O A
A] Cl(corporate identity) & 3522 FHat1 H]-&-2 AlGAtEC] Edst Fudess 37
oD 2} AGAL 2l e] B dEE o A dE BE5T Bl SHd FF5ks Ao
o, 15 2o BAlE #7t Fae AR dulA Uk Eg ou g AGALS] Favt e
AGAVIA = &8ss 37 S 5 ol Fnadrt o At FhEe o=
B 5 ok 7H, st A e s v Adedshs gy TS Jok AlGAte] SR A
ot A5m Al9Aks 371 Bagle] AEE AFe] FEAAE 7 5 32 otk w

D) Al OF e5dae AR $37]S(core company)©] FESFIL AGAL H]E5 T A
AAFE AR vAd FER A OE Buyze ¢ FH 4 A AGAERE Eees Ul
Zratt oA EA1ES 1 Ao Bt Al FE EEHlE duiv]otate}l AtiAE, dd R
2, AUl 5 AGAIRYE F37@) 20179 3¢9 24U A) Bl TR FAL o] HjAl, AL &
e, 220179 49 1142 mitol s Mg mjEid R dlAlel A2AL A2,

2) 2017 9€ 20¥A ZMYE TUER F AW CJ CGV ‘B4, HE.

X
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FAANL Fele] MAMY Bek Favlvh sk, Favle] o] FE P

T, A AR A m=wa B4 Q144 tigstaat AVIJPAE Astete SEE A
&2 08 FAFTHKIm 1997). T AHLS QAN 22 Ba=g Aedust 2574
7] T4 22 gt R FAE A&7 SdthCornwell et al. 2001). ©]2 3 FREFE
wrldelebd BaskA] @ Rl BEATet TR FAo|BR AW FaH
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, A Aol A B Fan] A 81S F
](Chaeboba 3AEA _J At o3k 5(—)e #A
H7F A2 Zlg dstaith. 24, FaH] A3 ol A(Earnings
B a18](4D), AEEU|(Chaebol), 18] 1L ©] 2] WAFHAD X Chaebol) s 3] w23k
i}f‘w AF7E ol gk H+)e 2 vYelth o] #an|7} o] 715k 4

1990l HIAE 71 Boh rhe onjolth o oyt Ao FudiE
st7] flell, A sE A FaH(4D)E ot 22 2ol i%la 0E
(AD_affiliate)<} 3| AEA e A}, & o g H(+)e HALE 2

Fae g2 AGA] oldr FuATE A dSe gRlske 7)4\ WP(Chang and Hong

mE?Q

d >

o
L)
&
11]

[¢}

o}}l
1B
rE
D
(N
ol

=
J

N K
to 3

0.
m&lﬂ
o = O

3) A AGFnIAlz e FAAIE AL E, @_EHX}EZ]-J-#/] o] .=, LG1E9] GHSAD, SK1
F9 @Al EFHY, Fd 159 AHE7E, FALEY] BeF CJ:L—r«] EAFA T A 1A
ol Atk AL NN = HAZ A FFL7t “‘*01%—% A BEHo 2 o, l?‘%ﬁh{rﬂ,
-, Sl(system integration) 52| AlGolA LAEOlF7|E St Ao XA vl iAol Z wn]
2018 6€ 29¢€A}, «“AdE TS AE 43 ol AT A=),
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2000). ol AE FFeHH, AP FnEAYY} o AGAte] FHEC o|dHFTET}
(increasing return to scale)”} 952 AlAMSFRaL & 4= $)(Graham and Frankenberger 2000). ~1
ek A7EA| 9F Fav] o] BAA = BT ARG Alolol feolgk Afol= gl

R o 2 A F A TS FaH S AT A3, Fan] BlFe] 52 45l =3
sto] fFogh 5(—)o BAE TSI S FFA B QTN FFL7E ARl =2
A G| Fgo] wolxlths ofn| 2, A FFe] AbF o] 98] FaH] 7t 2R H = B
?—-l o8 E F e EXF o] 7]F 2015). 22iv A7) S =9t Fan] Abololl= fr
74]7} Oioi‘ﬂr

TH(Chang and Hong 2000 ; Khanna and Palepu 1999 ; Claessens et al. 2006). 1211} A2 7]
FuAA S Ffote AN TFL7E ARl £ AGAE FES B3I &FFF A&

o] & AlGARE H &2 H7tste 7135724 ZF e e} thelQl #Al(agency problem)® WE}

&l
T-o HAL o] 7R FRA ol Aok AA, ARG AT B} FaH| 7} A
I oldFERIE wrhe A BUoEM, FuH = 7R AA ¢} o dHdFa I ke A
PAtol| ASHAHNE F7l6H tHComanor and Wilson 1969 ; Brown 1978 ; Spence 1980 ;
Chauvin and Hirschey 1993). =4, A'E71H9] ALFHFE FuTHSF SHAA EATge=
A 7198 e] AdefrE A4S FEdte dd 45235 F716k3Ith(Khanna and
Palepu 1999 ; Chang and Hong 2000). A&, A 7|2 X3 A F&o] oW FauH|7}
oA = HEH & HHFo 2N, Budsy HAE AT 73] Fo04 gl At A2

g FIFIATHA R o]7]F 2015).

2 dTe AR ok 4 AETIge] BEete 153E FuHE FAHeRE St

A Reha e weel g F94 29 AN @7 ek 2en ga 2ge
oz HAE AXE FAT Bart v, BAE NG 97 TP 1 1 hEAE
A

Skt @A17F $itk(Johansson et al. 2012). H3F A8 7]fo] BIAE 7| B} FuFate]
Tl w2 olfre R BA wE oldHSEIT} o} F A AFAAEY Aol
| £ girh B AT AEEYY 2ol & 37 d7NdH] £E2 ol date] AR
Ao, ole @ A S 3] alastAl e Eekivke A Sivth & A
o aFeE ek HAE 77 FAH R SHE I, AF84
T7F A3
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AL 719G emA o BA-H et fr7zol o tHell EAl(agency problem)7} FA]

o e % itk £ A7 AMe) FaA FHolA WEE AQARL A8 T4 9]
S SIS A2ANE Lol AASGT /GPU BAPFE AAE NG TEE &
Bote] el Folx UL A9k Aol @ Aolt.

2 Q7] pAe v 2o AN E Bl AdATE AReln, HE 2EET A
Me A7UEe AEahn, ANEE 4524 29E A s som AV &
Ao AET ANEE w

AYAT AE 2 /K =3

1. ] 2 EERERSE

Fae 719 olrAIY A BAEE de dejAY AEY dlE X6 f% Ao R, %
g o= Q = sHARE Al Bl AA 2=
Z3 82 A2E7FX|(asset value)7b AThal =9]¥] 7] % ght}. Hirschey and Weygandt(1985)=
o] Al 7FR](market value)9} 47121 (book value)e] 2] ¥loz Fau] 9} A7) v 7}
AR 7L AFAl = BFeta 0= Q1A H7] wjZolgta et o] & <Qlal AT He
7Ex] #=d 4 (value relevance)o] ZA| ATt 3tG T o] 52 EX Q¢ FH]|E 3| A&}
o] g H+)o HAE Holx, FuFA WEAFE 1d4] sde® T & ofith
Graham and Frankenberger(2000) $JA] FuH]e] AAHA-S Asli=d], @A o3 A s
b Fam] Wsters S|AEAste] A FaH vt @A o] Ee 71AEE B o] dFe
F 3|7} o] FZol| 7]oske 717to] AH| A9 24, AMAlE 49, AdAlE SR Y
ATt
ol g AFE9 A& B Folo] B7|d x| Zeo] ofe} A7) o] F A A&, A
< G 719t Ed wek Aozt dvke Blolth. dwkA o2 H]u Al (non - durable
goods)”} WAl (durable goods) Rt} Fa1et 714712 #A7} Z8HAl YeEbdth(Hirschey and
Weygandt 1985 ; Graham and Frankenberger 2000). 3t tUlF 5 7|ge] AR 7|9 B} 3
18} 71947 #AZF FE1eAl YA T Chauvin and Hirschey 1993).

FaH e g A7kfixed cost) dAC] AX iRkl ZIdFRIE ARFE ool HF
(increasing returns to scale)dl= 22| Al (economy of scale)”} &8 4= Silﬂ-(Comanor and
Wilson 1969). Brown(1978)-2 FaH| ¢} v & o] #A|= AP BAVL op et F4atich &
A" FaHlE EF7el wet ol 3t g4 ol 1, wjE L FaniE o} Fn
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R
it
&

o ol ek K +)e AV US2 BT Spence(1980)% B =
dlob 371 YeldE A A ™ (threshold)o] EA8HH, 28 522] Fa1H]
‘ﬂr-e— AF7] gtk aFch

AIE oulA] B HAS FHE F BF Afolo] Aolr} Utk #E Pk F2

A BEE AFete] @] wEA g 7] F glov At A&E7] = ol
HhA 719 ololdElE| Y Hall=ol B3t Fue ©] Hoie 47|d 24 a2t u
£4 olulA] F3]l 719 2577] FA= AL 713t Ft AL R P oF
FTRETt = Zﬂﬂi hy 04/} ThCornwell et al. 2001). 2]t} Q1A= Q&=
= 7t

Z7 A 4 3)thBass and Parsons

2 1d
ol

FN
o,
o,
il
U
J
1::
e
fr o
o 4

=
2
rr
o

<

2,

o o
kl
s
°H1

)
rﬁ’L'
rlr

r T fHo X
l‘_%l‘_%l‘-:ar_ﬂ
TR TI =
f:‘fﬁg.ﬁ
k)

A=)
o)

(z

1969).

714712 el 7lodste AL AEF IF Bode 7Y olo|dHE Y Bl #3521 B o
yebdt} Barth et al.(1998)2 Interbrand, Ltd.2H= 74 wiAlE AL EE5t= 2l
ARgsto] BRlE 7EX|7F o AlTEX| 9F A el o] m5S BT o|2F

TR REIL W F s DA TEAFNCSDE B835te] HAlE fawr} 2o

}

= A E Johansson et al.(2012)2 EHE=71x] SR
A BAE ARGt DRSS S 2 AT A G P 2n]A AR 7]
o

<k Wy = P wjZEe 7]odsk= vt %?% B 77} E=vha 7P ska
AFA F e} AFEA7E] dSHBE 7N e 2 HllE JHXE FA ot A, o2 A 44

2= 7ix = AA vl AAA et ol #AVE Sle ﬁii Uehdths A7 T
o] WhHo g FH3t BAlE 7}x| 9] o &%= Barth et al.(2001)2] Interbrand A7} 1oH, A3
Z} 17]1(2001)°] Olhson(1995) B3 -& o] &3ato] 43 A A SAKH#EIRAE, corporate

identity asset) 7FX|%= 21 ofo]t}, WHA o] & 9](2016)° 4 AF&-3F NCSI9} 22 A ukS]] 7]
ulg BAE 742 2L nle4old §o8 BAS HolAuh RES YFRE 2357 oY
the A7t ok

S g 719 S A ATl s SolatAl Ban] o AT BAZE S(—)e®E yERG
AIZ17F AT 1990t o] A7l A 2efdt 42 Eled, TA 74 FARES 2
FH S G715 Al eim QAeta 7Id7EA] el Z1eskA] getta Bk AR =

T JTHFHA & 1994 ; Han and Manry 2004). 12U FARE A7 S BASIANE RS 43
I NGTEE FEe AT T R 719elA = Fan e} 71977 ol H(+H)el #
AZ GEPHTHE 71212 o] A 1996). o= FuRE e Ut E 7|FelA Avke dddTet o
FH Zo]tH(Comanor and Wilson 1969 ; Spence 1980 ; Chauvin and Hirschey 1993). 20001 th
o] FE A AFolM T tF-E FnH| ¢} ZIA7ERIZE el g K(+)e AV YEhdTh(E 8
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9] 2007 ; °]=F £ 2016).

2. = AME7I4e FrgF

He EX ylEo] Auiste Uit 7199 ] T(family - controlled business group) -2 W&
=5 e 71FES AEFAL, WHFAH(internal market), &%H H9WA 7G££} 5o
2 5717 AgA oItk Aol &2&5E 73 a4 ¥ SHIdE &87bse A

ALl A Blaskd, 8719 Al9AFEC] B3 A (group - level resources)7HA] AH R 9]

Ho

7} A9 v d e dld 7190l BA3 A (firm - level resource)ol] =3t U= 54
o] 9)thChang and Hong 2000). A& A7, 7142 2|2, AQ7|HT} A9A4Y, HA=,
B# oA o= AGAL ol & AHES T AEAE HuE F7H]E glo] FRE 5 7]
ujFolt}h ol IF Aol TR A HY ] ZAl(economy of scope)E BAIsIe] A
Z14e] HlAEZIGel v o 2 AAH §9F 4F F= A drh

Chang and Hong(2000) A 2] 2} -F-f(resource sharing) E3E F24J3}17] 93l 1985104
Bl 1996d7kA] AE7|Yde EEo= a5 AFAIRe 24 ALGAL e AAE FHI
oh A7), FaH], AFAE, ATEE i AlEA 9919 a5 S 2 24 AlLteta

AN 23k, AGAe AP AT T1gWE ohfek 1FALe] MFETE Fol@ B

A
7h itk oS B9, AGAE 2 Al B ohdel 2% B FEIE o8 &
(+)¢] #AIATE. Chang and Hong(2000) ©]& AR AHe] AL &M 02 Ffata 9
£ Ao Helth

BFuFEEFAA A i AdF e 2F ollWEE S HAE Ffo] & A

H

oA ololdEIE| 2 ksl BEOR Fual

o v
AGAEE MEA R Fudss AT Y AdE
[e) ]:]E‘l. Z

gl —1:_ i=] .
Ao A AAlete FERAGTE AV N A AE 2E AP T SRE o 217
GAMZ A7) 1A} ske AR AR A Faw APsith Kim(1997)S 19900 Ao 18
Fa W& EA e, A AT AL Ejel ojuiA gtk Wi, A EAet mE At

i)
o,
o
)
o

&7
Apold @y 23} Aeshe A, A7 7 23l 913 AN g 5
o

D& F7H EE 3 =4

AL AT % Qo) FE G B7]13(2001) F S AMKRESRAE, corporate identity asset)S A
LA Fol| QA5 A] ke Fgaprke] 712 Z9Jsla, Ohlson(1995) &S &-&dle] F712 %

, s, AEEE gulel SAEAM & AFHR Y AFE A TR E S
ety F AT, 1990d] A L] oAb FF Ha 95490 A=, FAl B
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A2l tf-gata FAEGAME L7124} A 54 =5
def A ATHKim 1997). @=Akslo] HAdE vl Aok A
F HAdE 7 doletd ZedhA 2 FRFTHEE A

A= FE5ob7] faf AAA AN AS54 Faxdsts dgata glom,
| ©@7] ATt e THEEE 23T Comwell et al. 2001 ; Bass and Parsons 1969
; Parekh 2009). WehA] AW 7| GL ALS AR A o] <7} =Y BalE &S 98 BuE
BaEs dstete] HAE7IGl Hal Fan7b w2 Ut old wat B AFE ofeh &
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A, Fau| 7} o] A& 711G A9l Z]ost e FEE AE 1A vAE Gl 2ol 7 3
Atk ¥4 Chang and Hong(2000)2 AE71He] 942 AHA| Farvt A3/
ko)

tlo
4

ofdel B AGAY] By AN Eele IS WES HIAvh vHre] Tehd, AE7Y4 ]
Bae AT 7IGE ot & ALALY o] Zele Zlofske Aot 3 7|7 & ©]
AFEqEFE Hgstnz A7) Fae tE AL 7197 R AsAlE o it i
HIAE 7] 2 AGAE EAekA] oB R A Fad-E 2l 714 2 F-el st 7197t
Aol =2 TS 5 e 7137F @A AL Aot wEA 22 FEo FHE AEdTH, A
71 FaH7h A4 9 AT Z]edste e HAEZIGl HE e Aotk
At A AR =@l digot A A4S wElstan 22Y BAlES 756
g FEE ek, old e Funle @] Adgae Fad = vk wab 749
Fan| ek A B A7 sk BAlE v 7ol vls) WE e 3tk o] E Tgske] ¢
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o
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rlo
N
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vl

H2 1 (14703} Favl e dA= L7t vlAE71hedl 2kelrt fle Aot

ARy, 7G-S Fu| =4 L2t FeEAE ol &t AuFFrt A2 592 &4
Stz 7IdAE AAE BAele &F5A = (controlling minority structure)©| CHBebchuk et
al. 2000). ©] &frrEodAE AujFF7E ALle] AEo] w2 AGAA =2 AGALE F
(B)E oldste 713 F93 97t A|&H 0= ﬁﬂ\i]—(Bertrand et al. 2002 ; Baek et al. 2006
ol AW 2017). FaH] Hgo hAM = AL A FnS| Aol Al Fe] 2] E
o] ZZTH UE AGAEY FaH] A Fo] golvte Ao R sedti(H ax 0171 Z 2015).
web A7 QAA 1FFTEBRHE AGAE FFE W AujFFo Aol B Al Al

=
= “‘ﬂﬂla Bo] dsta AT A2 12 A e FEe g3 & ﬂ‘?} A
o
=

H3 - A 71 ] Al A Eee FaH 9 5(—)e] BA7E 2 Aotk

HWH Aol F7IY2 Fan] Fio] Be o vk SHVPL AFFE dilste] 2%
FEdeisiy, i 7199 o] AsjEriete v ALAHE A€ (propping)st7| = gt
(Bae et al. 2002 ; Almeida et al. 2011). =3+ T3 7|H-> AGALE tEste] 15 olo|dEE 74
W TH AZFAY Aol AL AH BEAE FrA oz o33 Aolth upebA] AE 7|
o Favle THES} H ) WA & F ek ol & d7E ded 22 M e Y

g}

He: AE7Idel a=s Farleh (e BAVE sls Aol

. A4

1 szl Aol WAl Aol

B AL JMAH S Y3 AR RYES Ayt 4 AE7IAY vAEge] Fa)]
2l l(HNE A7) Hote] AgA+E Fx23sk] of 4 (1) A3t

AD= ao+ B1Chaebol;+ 824D+ B3AD—2+ [4AD;—3+ B5ADi—4 (or+ B24Dunamoriized)

+ v1Size,+ 72ROA,+ 73LEV,+ y4CashFlow,+ ¥ sRND;
+ v 6Growth,+ y 7Competition;+ BsAge,+ > Year+ ¢, 2 (1)
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ol BEWEE S ADE A9 i) ¢ AE BN E WEE b golth HIS AR
4 Chaebol, 2 A 71FelH 1 3

(+)°] @t HolH A7 Bl Gl H]
Fo13 ()] e Rolw 1 W A,

Q)N Baw) P9l F 48 2 29e A7) FavE deez ap,

N
do
o
10
ol
e

},

o
Ho
1o
g
o2

2 EANSFR St ERF 0]7]1F 2015 ; TS 9 2016). 3 FuH]E 7)o HAE s1x|
JYPLE 5 9omz ol

£ A davt vk a3 BEAE VRS Ay Feke AL 1LY
G

oA F&sldx WA dAIZE dlo] B Aol WS Hloju= Aoz AZtE ti(Johansson et
al. 2012). €M, B = ZEX @ A FREAR 75 Ao BR £ AFE HAE 7 9] ot

& A FaHE AR g ATelA FaFATE o] Ee| 7] st AR 7} A EE =
7N 4~5d 02 TSI o nR, SAATRE A 4d71A] B8] AD,-,, AD,-s, AD-4E XEFF
SHK(Hirschey and Weygandt 1985 ; Graham and Frankenberger 2000).

TAY AD, ¥ AD, += A71’$ 3 auto - correlation) A o] B2 T334 Ad (multicollinearity)
o] +-22 & Ut webx APAFAT Fau| o Aikst g9, S 2 B30 ADuamonizea=
SARTE T BHE FRAN ADvwnonizess RIS WEDT 40l 10%, 20%, 30%,
40%2] 37+ES A4t O Z JPH S “ADumanorizea=ADi—1X90% +AD; 2 X 70%+AD; 3
X40% 2 ARtk s) F71E Y &d5e eSS TEA d8ste AR BAE it

71 8t BAREE APATA Fanl] dEFe nAE R =0 MEEot(TH S
9] 2016 ; 1 EZ I} ©]7]F 2015 ; Graham and Frankenberger 2000). TAHCZE 7|H7E
(Size), FA(ROA), F-ANWE(LEV), BFEE(CashFlow), AT/WEH|(RND), 73 (Growth),
X7 A (Competition), 719 A% (4ge), 28l AZ=HU|HAL(Year)o|th. 79T EF 11, Y
Aol o, alFolgo] o FuTAr} 71 = YO BR Size, ROA, CashFlows ADS}
HH)e BAE BY Z g oddnt v A FF27F Bk FaH|E o, 47340l
2o gt FeAdo] ol Fau|7t F 4 YO BZ LEVS Growth= ADSF S(—)9)
FEHTFH S 9] 2016 ; HEZT o]7]F 2015).5 WA A A o] AEFE FuE

3
o

o

o
S L e

3

2

%
o
102 of|/JE o] Competition®} ADE =(—)2] AR AFEG. A/1Ea) Fabl= Al
S 9gt thEZA Q] TP FAlo|B 2 45 BAdA7E & & Slol RNDE X33t
, 1@ ol & Fufa WstE Al A Ages EEgITh

N
i3
e

HooX alr e o
iy

4) APAFA = vzt FuE ANE W A FAES FAT $ AR vz d S s o,
E ATE o2 dH s th(Brown 1978 ; Lev and Sougiannis 1996).

5) 74783 Fav o] AE APATFAA ABAGFECIG 7198 EC Vel whet dWE Al UEbsiT
GDPE7HE R 243 AAAAE] 2od B e Z7lete Ao Jeh AT 5 9] 2016), ©
29 Z718 & F7leAH]E(PBR, price-to-book vale ratio) 522 233 /7Y AFELS
Fan ot (o] BAE EAKTHZ 9 2016 ; AERIH o7& 2015).
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BRG] 23 S 2l ChaebolS FAAWYL3 A ud A5 71?3@%
T Tdo] AAQIQl TG F el A& 710401“4 19] & Z2Ea oy 09] S 2t Size
B A7FENY AA 7T gho|a, LEVE 854S A2 U gold, Growrhe Adth
H] W ZA A5, CompetitionS A G —3] 4] THA| fF—(Herﬁndahl—Hirschman index)oll &(—)9] &
35 #3F Fkoltt. ROA, CashFlow, RNDv ZY2 Ad % B7]ele], dddFa s, A7y
2 Ao 2 Ui gholth

2. Banlsh fol4 W AR 8o B

Bl o el @ Ag7EA e BN AEA1G3 WA AolH)R

(e} =
ARe) A9 B3e SR $4 FA9S At mFe T Lok

Earnings,= Bo+ B14AD:+ B24D, X Chaebol, (AD_affiliate)+ B3Chaebol;
+ B4AD;—1_ 43+ 71Sizes+ y2LEV+ 73RND,+ 7 4Growth,

+ v sCompetition,+ v ¢Age,+ > Year+ € i, 21 (2)
21 ()X FEWSG Earnings= 314] 21374 4] <) E=Z EBITDA(earnings before interests,
taxes, depreciation and amortization expenses, HUAl, oA}, A7) 2R oJ ol d)dl 3

TH| S H3 g jEY oz et H2 A& ADS} Chaebol®) A9 AD X Chaebol s ©|
&3t} AD X Chaebol®] A5+ Br= B38| $} Earnings® BA A AE 714 0] HIA- 7Y o]
Z+= S5 8 Iincremental effect)E =7 gttt} Bl AN 7] (Chaebol=0)2] F 18]} Earnings©)
AAE ADS) AF B2 S E 1, AB71Y(Chaebol=1)2] B39} Earningse] BAE “ By
+ By R S 7] "otk By7t froldh H+)9 o R vehtbd A9 Fanl= B A
H71Y BEo o 52 FIAS FEdrhe etk

F7HE Aol Fanle] FFEA el AfolE Hole A Hrp FAAH R <l
Bz AlGALe] B FA] AD affiliates 23l X33 B %= F330}. 4D affiliates 719
7t 2E5E 71978 AGA T A B QR TId ] B FAY S jE A
o2 U gtolth HlAE714 ] 4D dffiliate= 3(0)°-2 L3t} AD affiliate®] A57F <
& H )Y @2 Hold AHTIHE thE AEAY] FaFA & o] EEHE detha @
A gt

I 9 BAHSEE I FH APAFE F28k] Size, LEV, RND, Growth, Competition,
Age 18131 AXEC WS £33t Graham and Franken 2000 ; Joh 2003). 3F1H| & #}4H7EA] 7}
Uo] o=} A7 ASEERE ADumanorized™ SAH T ¥

A A7 B BY e olgiAE A (2)F WAEd RES A ?‘5}‘3}.
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TobinQy= Bo+ B1AD:+ 824D X Chaebol, (AD_dffiliate;)+ B3Chaebol,
+ B4ADt717t73‘|‘ v 1Size;+ y2LEV,+ 73RND;+ 7 4Growth,

+ 7y sCompetition,+ y ¢Age:+ vy 1ROA,+ 2Year + €, 21 (3)
o BEWSE TobinQo) 1 AT Aol A7 TS AE/1A] oz i) Ay
Aol BAMASTE 2 ()9 Tk, Aol wet RO4E AT F7FHtH(Hirschey

and Weygandt 1985 ; Barth et al. 1998).

3. Ape] a4zl B3]
mpAlgte 2 Aol Afrrast Fuv] WAHS 9 HHE AFE] Ad RIS s

AD= ao+ B1Ownership,+ [2Centrality,+ B3ADunamortized
+ v1Size,+ 72ROA,+ 73LEV,+ y4CashFlow,+ 7y sRND,+ v ¢Growth;
+ y7Competition,+ [sAge,+ > Year+ €, 2] (4)

21 (@)eA FERFE ADo| a1, AYHFEE A u|F39] 2| E-&(Ownership) 15 &FT3
A AGAE F4lel fIXet e A= FHE(Centrality)]th. 718F BAWMEE 2 (DA FY
ats], Ad% Fave S ADyanoris E T
H3 A& p122 skl Bio] 793 &(—)9 #ho s Yephhd A5 A& ] =2
5 FaH| o] Yok onjoln H3E A Ask= Aotk H4 HA & = sh=tl, a7t
ofgh H(+)o grol™ AE7IPe FHEI} FFE B Fio] Wrhe ou| g, H4—E* A
Aot}
Ownership> AHE
o Aojol what 7dHT

o
AR ZFEe A (5)% 2.

>{$

L

=

o

-
A]

ol
rr

2Vttt Centrality= Almeida et al.(2011)
ol J= s SH . Centralitye]

=]

Y cCTy =y ceTy
JF VK]

N—1

Centrality, , = 2 (5)

A7leM Y COT; & AMFF} 719 i & AL ZE AGAL joll detd g ALDAE

VEK]
Aujstz] 918 e HaAdAS §e gola, Y o) v AMFFIL 719 idl g Al
VK]

WS golWTka hgetm Aue g fAske AGAE thel AuFEr} A Aol
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A9 Foltk. A <Y 00T, - Y 0CT; e IGRT fpzeAA ATt 719

VK] VEGK)
£ Fol FEg Aujdc] Hm, o] g2 ALDAL Nl 12 W Fo g U] Figte ALt
gt} Centrality?t =55 1w &F72dA AMF571 a9 7192 B3l Frg Aujd
o] e Rolmz A AFaA AFETHEIA 9 2018)

4. 22 9 AR

2 7715 AA 2 KOSDAQ(Korea Securities Dealers Automated Quotation)©l] 7%
71902 gt} A ATrol A Fan| e} o]efo] #AAIZF 19901 th 2t 2000t o] F7F 2Fo] 7} 9
Jome FEI7He 20009 5E 2014002 ok g T ARl AT 2 Aol
dol 2R FEA ALt 7PN T afo e I ANALE| 7 o d A ek= it
2FHEE Veo R BRsta, 7193 S B (http://groupopni.fss.orkr)ol| A HHAFHE
A3t o Yol AFAH HEE DataGuide Prool|A] F=3It}.

o]/%d 2] (outlier) F&F2 AASH] flote] At B wiEd FE7F Z42F 100919 o]kl 7

Fof Fanrt e B 2 e ZEAA AYsit 12 RE ﬂ?tﬂvr(contmuous
variable)e] 48t 1%% S o] X (outlier) = ZFF38Fe] Al A (truncation)3}=|, 4D, AD,—1. AD, .
AD—3, ADi—4= 891 0.5%2 AASAT. HFHEL 37 394 AFH R} e V9 A
gkate] 2003 d5-E 2014374 11,6817] 719 — ot}

L 716 % A3 24

<Table 1>& 7|&EA Fo|t}h AD2] HHLS 0.00602 FE/HL FHAH o2 mjZ9] 0.6%=
Fan| 2 AZen, ol MPATS} A gtolthHan and Manry 2004 ; A&} o]7] &
2015 ; 7T 9 2016 ; |23 9 2016). BE 5 HuskAl= ¥ou 4D, FH 4 ]
= 0.006 32 0.007%, FuHE AAEHoz & tﬂﬁh} Stk 2-d 4D T2
0.0012 QE8%o= ZAA A3 TXAX, o] 4 FF s FASIE 7192
B3 RS & F Uk Fan] A Aol E(Earnings) B T-E 9.0%°] 1, FE7HA]
H| A7 F(TobinQ) B2 1.181e|th FE22] 12.9%E AH714(Chaebol)°]™, AE 7] A
AW =5 A -&(Ownership) H1-& 13.6%°1th AHH714 9] Centrality Y2 0.0491d], A]u)
FF7F o= AGALE Bl FES UmA] AlGAbel the HAaoZAL 4.9%= ov|o|tt
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(Table 1> Descriptive Statistics

Variables N Mean STD P10 P25 Median P75 PO
AD, 11,681 0.006 0.013 0.000 0.000 0.001 0.005 0.020
AD dffiliate, 11,681 0.001 0.009 0.000 0.000 0.000 0.000 0.002
Earnings 11,681 0.090 0.074 0.021 0.038 0.070 0.118 0.187
TobinQ 11,681 1.128 0.696 0.541 0.694 0.929 1.316 1.939
Size 11,681 25.133 1.518  23.516 24.104 24855 25816 27.178
ROA 11,681 0.052 0.059  —0.001 0.017 0.045 0.083 0.127
LEV 11,681 0.200 0.164 0.000 0.047 0.181 0.324 0.437
CashFlow 11,681 0.073 0.104 —0.038 0.013 0.064 0.126 0.201
RND 11,681 0.019 0.033 0.000 0.000 0.005 0.025 0.056
Growth 11,681 0.122 0.257 —0.122 —0.018 0.078 0.204 0.399
Competition 11,681 —0.181 0.145 —0340 —0.271 —0.138 —0.068 —0.051
Age 11,681 27301  15.634 9.000 14.000 25.500 37917 48917
Chaebol 11,681 0.129 0.335 0.000 0.000 0.000 0.000 1.000
Centrality 1,501 0.049 0.076 0.000 0.000 0.013 0.070 0.156
Ownership 1,501 0.136 0.186 0.000 0.000 0.035 0.230 0.452

Table 1 shows descriptive statistics. The sample consists of companies which are traded on the Korea Stock
Exchange (KSE) and the Korea Securities Dealers Automated Quotation (KOSDAQ) from 2003 to 2014
(11,681 firm—year observations). Variables are defined as follows : 4D, is a firm’s own advertising
expenses, divided by sales in year ¢; AD,— is a k—year lagged value of AD, (k=1, 2, 3 and 4),
AD _affiliate is the sum of advertising expenses scaled by the sum of sales of all other listed or statutorily —
audited affiliates of each business group in year ¢ ; Earnings is earnings before advertising, depreciation,
amortization, and interest expenses, scaled by sales ; TobinQ is the market value over the book value of
equity and debt ; Size is the natural logarithm of market capitalization at the end of a year ; LEV is total
debt divided by total assets ; CashFlow is operating cash flows scaled by sales in a previous year ; ROA
is net income divided by average assets ; Growth is change is sales divided by lagged sales ; RND is
research and development expenditures scaled by sales ; Competition is Herfindahl —Hirschman Index
multiplied by (—1) ; Age is the number of years since the firm established. Chaebol is an indicator variable
which takes the value of one when a firm belongs to Chaebol, zero otherwise ; Centrality is the control
level which a controlling shareholder can take over the whole member firms of the group through a firm
i, followed by Almeida et al. (2011). Ownership is a controlling shareholder’s direct cash flow rights over
firm i. AD, AD,—, AD affiliate, RND and LEV are truncated at the 99" percentiles of each variables.
Earnings, TobinQ, Size, ROA, CashFlow, Growth at the 1% and 99 percentiles of each variables.

tate] AE 7)1 (Chaebol=1)2F B A8 7] (Chaebol=0)] 8 3}
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(1.2z9)°] b BH 7L 3399409 9) 2.2 10u) o] iM A = A = R ) R iy

0.007, B]A1E71¢] 0.0062-2 1 *Fo]7} 57:]]24 ,]—3} ] o}, FuEA =
Hol| 2 zjo|7} Sl & & AN 4D affiliate H-S AHE 71 0] 0.00821 WHH
HIAE 7|2 ¥4 Z oo we} d0)elth. - Earnings< A E7]0\_,@q % 3(0.086)°] B]AE 7]
(0.091) X} wtorl TobinQe AE(1.185)°] HIAIE(1.122) X} =t}

{Table 2> Comparison between Chaebol and Non—chaebol Firms

Mean Median
Chaebol ~ Non—chaebol Diff. Chaebol  Non—chaebol Diff.

Variables (@) (b) @a—b) (@ (b) (a—b)
Size 27.141 24.837 2.304™ 27.073 24.685 2387
AD, 0.007 0.006 0.000 0.001 0.001 0.001™
AD dffiliate, 0.008 0.000 0.008™ 0.004 0.000 0.004™
Earnings 0.086 0.091 —0.005" 0.066 0.070 —0.005™"
TobinQ 1.185 1.122 0.063"™ 0.999 0.917 0.082""
LEV 0.233 0.195 0.038"™ 0.230 0.173 0.057""
ROA 0.047 0.053 —0.006™" 0.042 0.046 —0.004™"
CashFlow 0.078 0.073 0.005 0.068 0.064 0.004™
Growth 0.103 0.125 0.021"™ 0.075 0.078 —0.004
No of Obs. 1,501 10,180 - 1,501 10,180 -

Table 2 reports the comparative means (medians) between Chaebol and non—Chaebol firms. Differences are
evaluated using a f—statistics and the Wilcoxon singed rank test. Statistical significance at 1, 5, and 10%
levels are denoted by *#**, ** and *, respectively. Variable definitions are explained in Table 1. Sales tr
is sales in trillion KRW.

<Table 3>& F8 WFEI A@AFoITh 4D 4D, 19 ZBAFE 0922 APAF =
S AR BATKHEA D o7& 2015 ; FHE 9] 2016). ADS Chaeboli®] A%
0.0 BAZHCE {23k &AUtt ADS}F Earnings, 2 TobinQ,2] “¢38AIF= 242+ 0359
0.142 TAARCE Fo3 K +)9 k< B vt 2 4D,S} Centrality 2] A 5(0.03)
= EAA R foetR] ¥skou, 4D Ownership® ABAIF(—0.08)= 1% FFlA BAA
o2 freld )l Gtk AB7A 4L B EAoe Bop A AL V.2
oA gt
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7. ZaH[of A THE 7 [Fat BIZHE 7 [E 2] X}O|

w AolM = 7HEAAE A geIAEA o ST AR B v
Fuv] 2ol A3 HIS A7) Yl 4 (1) OLS(ordinary least square) ] %233t}
AT BE AL Fakel o] BAH (heteroskedasticity) ¥ A17]/3 A (autocorrelation)
As7] Yle] FFLAE 7198 Fe] 2E H(clustering) 0.2 Z4 3Hch. B3 thEg A A
AE Felotd AD 1 FH AD—y= Bl sty Frteto] £A8taL, F71E 4D, FH 4D,
€ dato] stuel MR T ADvunorizas 3 %@D}
<Table 4> 3|74 Aot WA FAAT P23 APA 79 Lo BH23=
A F JE Ao Adrt & O & Chaebol® AT 1S A()FE GVHA BF 1% 5
FAA T F(—)el #Hem vtk ()l A7) FaHlE A Bk W g
*0.004(t*value:*3 11)0]H, Oﬂ(z)oﬂd x%7] FuB|AD, NE BAIG Fo= B Fod &
(M9 &= 23, 43 @A BA= 7S SASH] Al F7HE AD-7HA E3Feto]
&= Bie] felg 5(—)9 #= EOF‘C— Bkt wpAlRre. 2 A(5)ell A A 4dzt FarH]
AD amoriizea™- 1 EFS ] A7 éﬂrc
T, Adx Fau| e} 2
H3] frolstAl wrha & ¢
AGALe] Fugyel A
HAE7 Bt g Ble]
<Table 5> ¢ Z2¥e] 24
FaM S SASE WH R ADuamorized Rt B
£ &l HashA] ARt BE BAlA 4D
A ekt FA A1) Chaebol M7} 1] Ul ]L AAH FgFHo] o=
3l7] el =3} 3] Al<=(standardized regression coefficient)S A|4Het Zlojth, XA}
Hlol] 11X G S AD amorizd(0.826)%} Size(0.066) TH- 2 & Chaebol(0.025)¢] 4| Ha] = Zth.
d2)% Q)M e FES g Fan] HFo] & Ao g Aghste] EAgtt g
FollA] A1 TRk % meh Fuvlsh pAd A7ATe] 2 Aot YAW S 12 A
o] th(Spence 1980 ; Hirschey and Weygandt 1985 ; Chauvin and Hirschey 1993 ; Graham and
Frankenberger 2000 ; 771213} o] 24 1996). o] & 93] €(2)9] REL SizeZ} T o} 2
7I9e®, 4(3)9 FE2 4D AFH ol 0.01 o173l Ajiel] &b 7o At &
Maz, AE7Iel Fanrt vue dde FLeiith
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{Table 4> Chaebol Firms’ Advertising Expenditures
Q) )] &) @ ®)
VARIABLES ttot t—1tot t—2tot t—4 tot Unamortized
Chaebol —0.004"" —0.000"" —0.000""" —0.000"" —0.001""
(—3.11) (—3.14) (—2.97) (—2.95) (—3.73)
AD, - 0.887"" 0.735™" 0.713™
(86.04) (22.66) (19.12)
AD, > 0.163™" 0.089™"
(5.42) (2.67)
AD, -3 0.087"
(2.46)
AD, 4 0.015
(0.76)
AD unamortized 0.421™
(39.81)
Size 0.002™" 0.000™" 0.000™" 0.000™" 0.001™"
(6.10) (5.17) (5.07) (5.06) (7.19)
ROA —0.013™ —0.000 —0.000 —0.001 —0.003
(—3.28) (—0.33) (—0.26) (—0.85) (—1.59)
LEV —0.007" —0.000 —0.000 —0.000 —0.001"
(—4.05) (—1.10) (—0.82) (—0.40) (—2.18)
CashFlow 0.007" 0.003" 0.003" 0.003"" 0.003™
(3.42) (4.03) (4.02) (3.72) (3.19)
RND 0.028" —0.004™ —0.004" —0.005" 0.004
(3.61) (—2.11) (—2.35) (—2.18) (1.44)
Growth —0.003" —0.001"" —0.001"" —0.001"" 0.001
(—6.85) (—4.51) (—4.46) (—3.84) (1.55)
Competition 0.009™" 0.001 0.001 0.001 0.002""
(2.94) (1.62) (1.23) (1.62) (2.62)
Age 0.000 —0.000 —0.000 —0.000 0.000"
(0.89) (—0.45) (—0.67) (—0.24) (1.74)
Constant —0.035"" —0.004" —0.004"" —0.005"" —-0.013"
(—4.86) (—4.37) (—4.37) (—4.97) (—6.95)
Year Yes Yes Yes Yes Yes
Obs. 11,681 11,681 11,681 10,697 11,681
Adj.—R® 0.060 0.839 0.844 0.848 0.708

This table reports the OLS(ordinary least square regression) result to test the impact of Chaebol affiliation on
advertising expenditures. The model specification is as follows :

AD= ao+ B]Chd@bOl‘(‘ BZAthl + B}Athz‘l’ 164AD173 + BSAD[ —4 (Or BZADunamor!ized)
+ 718ize+ 72,ROA+ 7v3LEV+ yCashFlow+ v sRND+ v ¢Growth
+ 77Competition+ ysAge+ > Year+ &

The sample consist of the firms traded on the KSE and KOSDAQ from 2003 to 2014. Variables are defined in
Table 1. Numbers in parentheses are 7—statistics. We adjust the ¢#—statistics by using standard errors clustered on
each firm. ##* s+ = denote significance at the 1, 5, and 10 percent levels, respectively, based on two—tailed test.
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{Table 5> Robustness Test of Chaebol’s Advertising Expenditures

(1) @ ] @ (5)
Standardized Size>Median High—AD Propensity Generalized
VARIABLES Coefficient Industry Score Matching  Least Square
Chaebol —0.025™ —0.001"" —0.002"" —0.001 —0.001""
(—3.73) (—3.33) (—3.50) (—2.61) (—2.57)
AD_unamortized 0.826™ 0.460™" 0.443™ 0.479"™ 0.412"
(39.81) (40.41) (44.05) (39.89) (61.10)
Size 0.066™" 0.000™ 0.001"" 0.000 0.000™"
(7.19) (3.99) (4.93) (3.10) (6.15)
ROA —0.013 0.001 0.000 —0.001 —0.002
(—1.59) (0.25) (0.01) (—0.54) (—1.02)
LEV —0.014" —0.000 —0.001 —0.000 —0.001
(—2.18) (—0.50) (—0.99) (—0.05) (—1.27)
CashFlow 0.023" 0.004"" 0.005™ 0.004 0.003""
(3.19) (2.79) (2.41) (3.25) (3.92)
RND 0.011 —0.002 —0.001 —0.000 —0.003
(1.44) (—0.51) (—021) (—0.09) (—1.28)
Growth 0.010 0.001 0.002" 0.001 —0.001""
(1.55) (1.10) (1.76) (1.53) (—4.32)
Competition 0.020™" 0.002" 0.001 0.001 0.001
(2.62) (2.53) (0.84) (1.53) (1.47)
Age 0.015" 0.000 0.000 0.000 —0.000
(1.74) (1.45) (1.50) (1.48) (—0.20)
Constant 0.000 —0.009"" —0.021" —0.005" —0.010""
(0.00) (—3.72) (—4.55) (—3.09) (—5.70)
Year Yes Yes Yes Yes Yes
Obs. 11,681 5,840 3,716 4,460 11,681
Adj.— R 0.708 0.761 0.731 0.801 0.827

This table reports the OLS regression result using the following model :

AD,= ay+ B1Chaebol~+ B2ADunamorizeat 71Size+ 7y 2ROA+ v3LEV+ v 4CashFlow

+ 7sRND+ 7 ¢Growth+ y,Competition+ 7 sAge+ > Year+ ¢

In Column (1), the standardized regression coefficients are reported. In Columns (2) and (3), the samples

are restricted to the cases where Size is above its median value and where the industry mean value of AD

is greater than 0.01, respectively. In Column (4), the sample is restricted to 1,498 Chaebol observations and

their 2,962 matched non—Chaebol observations, where the propensity score matching is conducted using the

following model : Chaebol= ay+ BiSize+ 2ROA+ B3LEV+ B4CashFlow+ BsGrowth+ €. In Column (5),
the generalized least square regression estimation is conducted. Sample and variables are explained in Table

1. Numbers in parentheses are ¢—statistics. We adjust the ¢—statistics by using standard errors clustered on

each firm. % #% s denote significance at the 1, 5, and 10 percent levels, respectively, based on two—

tailed test.
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{Table 6> Chaebol's Advertising, Earnings, and Market Value

Earnings Market Value
VARIABLES Q) ¥ 3 @ 6) ©®
AD () 1.355™ 1214 1333 3.951" 4338 4,048
(10.64) (9.16) (10.51) (3.69) (3.76) (3.80)
AD X Chaebol ( 32) 1332 —3.648
(3.25) (—1.33)
AD_affiliate 0.833" —2.304
(2.06) (—1.07)
Chaebol —0.025""  —0.034™  —0.032"" —0312""  —0.288" —0.296""
(—35.07) (—7.09) (—6.02) (—=7.12)  (—621) (—622)
AD_unamortized 0.192™ 0.188™ 0.166"" 0.709" 0.720° 0.726"
(4.11) (4.04) (3.04) (1.83) (1.86) (1.86)
Size 0.014™ 0.014™ 0.013™ 0212 0212 0213
9.53) 9.52) (10.04) (16.28) (16.34) (16.38)
LEV —0.072""  —0.073"  —0.070"" 0240 0244 0238
(—9.99)  (—1027) (—10.01) (3.96) (4.03) (3.91)
ROA 1.745™ 1.748™ 1.739™
9.77) 9.78) 9.79)
RND 02117 0.215™ 0222 0.955™ 0.942" 0.936""
(5.21) (5.32) (6.15) (3.31) (3.26) (3.24)
Growth 0.024™ 0.024™ 0.024™ 0.299™ 0.299™" 0.300""
(9.06) (8.96) 9.43) (11.81) (11.82) (11.83)
Competition 0.005 0.007 0.011 —0.000 —0.005 —0.005
0.44) (0.58) (1.08) (—0.00)  (—0.05)  (—0.06)
Age —0.001""  —0.001""  —0.001"" —0.012""  —0.012"" —0.012""
(—8.98) (—9.03)  (—10.02) (—1632) (—1639) (—16.37)
Constant —0233""  —0231""  —0227" —4.1397  —4.1447  —4.158"
(—6.60) (—6.56) (—6.61) (—13.58) (—13.65) (—13.67)
Year Yes Yes Yes Yes Yes Yes
Obs. 11,681 11,681 11,681 11,681 11,681 11,681
Adj.—R® 0.296 0.304 0.300 0.345 0.345 0.345

This table reports the OLS regression estimation result of the following model :

Dep= ao+ B1AD;+ B24D; X Chaebol(or AD_affiliate)+ [33Chaebol~+ B4+ADupamortized
+ 71Size+ 72ROA+ 73LEV+ yiCashFlow+ y sRND+ y ¢Growth+ 7y ;Competition

+ ysdget+>Year+ ¢

where Dep denotes Earnings in Columns (1) to (3) and 7obinQ in Columns (4) to (6), respectively. The

sample and variable definitions are explained in Table 1. Numbers in parentheses are ¢—statistics. We adjust

the ¢—statistics by using standard errors clustered on each firm. ###, 3% s denote significance at the 1, 5,

and 10 percent levels, respectively, based on two—tailed test.
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(Table 7> Chaebol Ownership Structure and Advertising Expenditure

Total Sample High—AD Industry
VARIABLES (1 2 &) @) (5 ®)
Ownership —0.001 —0.002 —0.003" —0.005"
(—1.31) (—1.61) (—1.89) (—2.20)
Centrality 0.002 0.003 0.003 0.009
(0.90) (1.29) (0.58) (1.33)
AD unamortized 0.499" 0.499" 0.499"" 0.498"™ 0.500"" 0497
(25.65) (25.71) (26.05) (19.86) (20.11) (20.60)
Size 0.000 0.000 —0.000 —0.000 —0.000 —0.000
(0.49) 0.27) (—0.11) (—081)  (—080) (—1.08)
ROA 0.001 0.001 0.002 0.014 0.012 0.016
(0.38) (0.38) (0.56) (1.32) (1.16) (1.52)
LEV 0.001" 0.001 0.001 0.004" 0.003" 0.003"
(1.70) (1.56) (1.51) (1.85) (1.76) (1.68)
CashFlow 0.006™ 0.006™" 0.006™" 0.013" 0.013" 0.012"
(2.60) (2.62) (2.60) 2.51) (2.49) (2.39)
RND —0.001 —0.000 —0.001 0.007 0.003 0.002
(—021)  (—0.02)  (—0.16) (0.66) 0.31) (0.19)
Growth 0.002"" 0.002™ 0.002™" 0.004" 0.004™ 0.004"
2.81) 2.84) (2.82) (1.97) (2.04) (1.91)
Competition —0.000 —0.000 —0.000 —0.001 —0.001 —0.001
(—021)  (—034)  (—0.24) (—043)  (—033)  (—029)
Age 0.000 0.000 0.000 0.000" 0.000" 0.000"
(0.36) (0.05) 0.07) (2.06) (1.88) (1.72)
Constant —0.002 —0.002 —0.001 0.003 0.003 0.005
(—1.03) (—086)  (—0.29) (0.53) (0.52) (0.95)
Year Yes Yes Yes Yes Yes Yes
Obs. 1,501 1,501 1,501 470 470 470
Adj.— R® 0.872 0.872 0.873 0.873 0.872 0.874

This table reports the OLS result to test the association between ownership structure and advertising
expenditures of Chaebol. The model specification is as follows :

AD= ao+ fBCentrality+ B20wnership+ B3AD_unamortized~+ y Size -+ y,ROA+ y3LEV
+ 74CashFlow+ ysRND+ v ¢Growth+ y:Competition+ ysdge+ > Year+ ¢

In Columns (1) to (3), the sample consist of Chaebol firms traded on the KSE and KOSDAQ from 2003
to 2014. In Columns (4) to (6), the samples are further restricted to the cases where the industry mean value
of AD; is greater than 0.01. Variables are defined in Table 1. Numbers in parentheses are ¢—statistics. We
adjust the 7—statistics by using standard errors clustered on each firm. *#3, **_ * denote significance at the
1, 5, and 10 percent levels, respectively, based on two—tailed test.
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Competitiveness and Agency Problem in
Shared Advertising of Chaebol

Moony Lee”

{Abstract>

This study examines the competitiveness and agency problem arising from resource sharing of
chaebol in terms of advertising. Chaebol could share advertising resources among affiliates as they
co—advertise at the group-—level with sharing costs or get benefits indirectly from the other
affiliate’s advertising for free. This advertisement sharing would result in lower advertising costs
and higher profits, compared to non-chaebol firms, because advertising costs are fixed costs
rather than variable ones, which reduce costs but raise profits per unit with the economy of scale.
However, chaebol could have higher advertising costs and lower profits if it run advertisements to
make up for the socially negative perception of chaebol or build a global brand regardless of its
business performance. In addition, it is probable that the cost—sharing of advertisement among
affiliates is distorted by controlling shareholders’ private interests because advertisements are
generally ran by in—house advertising agency within a group.

This study investigates advertising costs, earnings before advertising expenses, market value, and
ownership structure using the sample of listed firms from 2003 to 2014. The findings are as
follows. First, chaebol firms have lower advertising costs but higher earnings before advertising
expenses than non-chaebol firms. In particular, chaebol’s profits are positively associated with
advertising expenses of the other affiliates, supporting the effect of resource sharing in terms of
advertising. Second, among chaebol firms, firms with higher stakes of controlling shareholders
show lower advertising costs, suggesting the cost allocation in favor of controlling shareholders.
This study contributes to the literature by showing both the competitiveness of shared advertising
such as reduced costs and the agency problem like the cost distortion for private interests of

controlling shareholders.

<Key words> Chaebol, Resource Sharing, Advertising Expense, Tunneling

* Assistant Professor, Department of Accounting, Duksung Womens University, moonyounglee@duksung.
ac.kr, First Author, Corresponding Author
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