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I.A &

T AFe AdAt sl ARAINA T4V o REdE A AR I A A o
oAt BEA w3 197 BAl G vl TheAde] de A a4 Y
2 B3R S| AFE S AEste] ol2ld Qs Aot APA T 71971 BAlel B
Fe A=A Ao

8 e AR AdE 7199 vl Fag gAEA A Aotk AdAe 71974 At
of Ax Fa3 Ak gibAA 2 95 HETHYung and Chen 2018 ; Fotg] - 2 &
2011). sHo] e AGAf= Foizl A& 7P A deke A9 5 ok w3 o]
2t A 7|dtez A" JFE P 7sAdo] Eth(Koester et al. 2017 ; Yung and
Chen 2018 ; B} - ZAEf <k 2021). €34 FARZ fZ9 % FAA ~gH fg27) 12d 7

2 3H4
of cfE= 58 19974 o|F HE9 F7t= A4 Fich. oF 281 do] At AR Al
A A shalksbd o] 7|zt Bt F71F < 134 o= 9 & ~gH FAag
A galA AlE A 2 ARG AT S Ak 22 A9 sl HEY VI9VAE
oly 7|3 Aoz HrlEth

ol¢} Bedste] HPAT= A Yo +5&FE 5402 97] 2 vz 344
o7 71998 7HeA S A AT Gong et al. 2021 ; Ting et al. 2021 ; 2284 <] 2013 ; Al&0] -
ukel 2021). RHeF AP AL A|AIgE vpe} o] A} TR0l =& E VIge] A H &
& A4 SOl @ olsil=rt mom MRS Hfotal o] A ddt 5l g 5S v
(Chemmanur and Paeglis 2005), ©|= 7|97 & =ole WEFom 71 E o itk o, AHEA|
oA TR O] AAR ARt 58S 7197 ol whdsta sleAlel ek dad e A
2l 7"\} ﬁﬂr*‘: AgAolm 1 #A 7L o} 1A WEstA] Gk AR ol 7197 v
< 15 Fest meb & AFE ol & ATH R ZASIT

7 = 4 x Z\if’/] 71318 2AS

F AU E-oH(Yung and
a9 A A TX}J/‘}@XJ = g
3(Khurana et al. 2018), ZA& 3 I3t= P& AFH 02 33 (Koester et al. 2017 ;
Khurana et al. 2018 ; Gan 2019), 719l HAstE AZLF2E T 7M5Ao] =rin 2}
(Yung and Chen 2018 ; Ting et al. 2021). ©]&g 35 a2 WolEQlthd, Agdx 582
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5 AAZ Ex A AA S W] a(Khurana et al. 2018), A A7 @99l 552 o] H(Koester
et al. 2017 ; Khurana et al. 2018 ; Gan 2019), &340 A F+2 35 2 £ 3)4%2 (Demerjian
et al. 2013 ; Yung and Chen 2018 ; Ting et al. 2021)7 % ##o] Sl

o]} ol T8 Sle AR HdL 71 EEH Al oA mi§-
ol gt AFAt T o] AREAIZ A 115‘1}%}*-4 oAbA of| REFE A= A9 5
At mA = a5 AR EE Ades o2 SHo| th S,
FHA o g sttt ol G s ol 7]?37}x] o ®kd
o webA] AP A o2 WekelA] it AHEA A YA} T
1 g ehs A TRk TR FEERIT € 2004), ol EH?z A8 71 A
A7re] K XH 4 2 FA(C]E7 - o] FA 2016), 71l FAIE AR FHACIFE -
< 2023) Toll = 7] wjiEolnh oo & A= AGA 5 s
i A E AvE

olFe] =g 7INte R & AFe ARAIFNA FAAE] AE 7199 A9t vHe 7
2177t wrdsta heAl AR ET] el oo 7HEE Aokl ARG

ofy
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7Hd YR sHE 7|k Folet 2ol ATt Aok

2 S o]&d HFEe Fook 54 WS A Sy aolar #y
Al At w8 AT AFAFAA AAGE WES o] -8 FTHDemerjian et al. 2012 ;
Demerjian et al. 2013 ; 23 - & 2016). APATE 94 585 20 BUyez =
Aottt AA 194 = A5 2HEA(Data Envelopment Analysis, DEA)< ©] 83l &4 Ul 7]
HE9 A EEAS Scke Dotk 719 A9 EEAS FUE U] AEEE 23
Aok FAA R, 72} Are] FUGl &3 719 AdA E&4S =Sk aiA viEd
7HCOGS), Brll 2 Awke]v)(SG&A), +3 A HPPE), 82 2(OpsLease), X771 (RED),
A AA(GOODWILL), 7VEV =8 AN Otherlntan) S Q2= o] &38l1 A+ )| 29 (SALES)
< °l8 PO# DEAE 7IHte = gt 7199l Beide S4do AEd 242 0~19 #s 7
H, E&4 ZEHoJA Hold4E T gho] wropxinh TAF Q] AbA 2 ofge] (1) Erh
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B SALES Al
max,f = v, COGS+1,8G& A + v, PPE+v,0ps Lease + v R& D+ v; Goodwill +v, Otheritan. ' 1
<HAFArg>
SALES  :wjE;
CoGS  :wiEdL;
SG&A (A 5L Ante|n] - 8o g - AT RN R)
PPE CfrEARE
OpsLease &% 2=H] &
R&D CATE]

Goodwill = 39H ;

OtherIntan : 71EHF-B ALK G HES AlLle T2,
28HAl = EBL 3] 9] 24 (tobit regression)& ©]-&3Th g 44 DEA oz 2hE3t 7]
BEA @ TEUTE o] &t SYPAFEE 7199 A& IS A 7l e

, 7199, AFR T, YSkEHAE Abo] 55 BA|gT) ol gt

B = A2 AY9at 582 Aot Demerjian et al.
2012 ; Demerjian et al. 2013). A A 2.2, EHl 3|74 o2l 2](2)& ©]-&35lH, o] 2lolA
AEE 2 e 7t BAA T8 WSUBILITY)®)th

Firm Efficiency = ay + a;LnTA + a:MarketShare + asFree Cash Flow
+ adnAge + asBusiness Segment + asForeign Currency

+2Year + ¢ )
<HALAH>
Firm Efficiency : DEA°l 23t 719 &84 4
LnTA B A B S Kt R o
Market Share /E 7199 g - Ul BRE 7199 wEY 3
Free Cash Flow : Y4AdFTEES FACE UF &
LnAge D3AL AY o]F ATASFY] AR 7

Business Segment : AfQ T T ;

Foreign Currency : 332 A1 (28212} 24, Jsl3hito] 3 &=ayo] &
Ao R U gk

Year cAx ¢n,

Lt 71”712 23

ATFngor FEHAFE 717 ol U442 Tobin QE ©]&3H} Tobin Q& AH:He

2) B} 2 AwelulolA] £8e) s g3 AT S AR e ol g3kl FUR Abole] FHA
[e]

< A| A&tk Demerjian et al. 2012 ; Demerjian et al. 2013).
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Al7VE ZARke] AR7FE Use gholth Tobin Q gkol 1HTH AW A oA Fia 0w =4 7}
H1 ks AS grjgth Z197H(T0) 42 A Aol whet o] 2(3)F 2ol S
TH(Chung and Pruitt 1994 ; A4 - ¥ 2022 ; o] 57 - 55 2023).

TQ = (Common Stock + Preferred Stock + DEBT)/TA 21(3)
<tﬂ S| Eﬂ>
Common Stock : B7] & 8 BEFALXG7] & F7);
Preferred Stock © @7] T W E $HFAE Y] T F7}
DEBT 4 I R
T4 c] W EApAL
2. ATEY
2 APE 94 5] /199 /9% BAS AR Qe 24 A8l PS4
gatgink B AdMe olg 2ARP A% RYL AN A sk go] FHWFE
Tobin Q% TH-&8 7197 (TQ)olM, BAMSE AGA SHMUBILITY)OITh. BAMSE 719
7ol dEFe VA= 29 FASH AdPATd ZAS] AP AT FAAYI ATFRY S
thel A4 2
TQ = Bo + BIABILITY + B,SIZE + B3LEV + B,CF + B5sDA + BsSALESGRW
+ B7BIG + BsFOREIGN + BoLARGE + 8,0MOD_OPINION
+2YEAR FE + > FIRM FE 21(4)
<AL >
70 7194714
ABILITY 22, @A FHE AR 5
SIZE P EARke] Ad =gk
LEV RS ENE R /z;w) ;
CF 9T B/EANY
DA : 4% Jones PO J%fg ATFA wAg
SALESGRW — :mjZ9 A ﬂg :
BIG FFRALlel WiE FAE eI 1, oW 09 Bl
FOREIGN : ﬂﬂ?"dlzr%}x} AEE
LARGE T AEE
MOD_OPINION : A7 9 o]¢]9] ZhAtejdold 1, offd 09 Tr|¥;
S YEAR FE CAE g EY
> FIRM FE 71 nA &7

= Aol A 7H S XA ske A5 @)l B 8 W ABILITYS] A<l 5,
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< frolgh 49 %2 M Zo R Jd a9, AN E APATFE Fxst] de3 e
WM So] ¥ tHDemerjian et al. 2013 ; Yung and Chen 2018).

A, 719 TR 23 7147 rlAle 9Es FAS] flel FAMEY] AAR gk
(SIZE)= 323t} Al 2 1 27F 2 7192 14 - 22 Apdo] iAoz Fol AlAedA E=A
H7bd 4 9o, Tobin Q2 B2} EA4bo| B2 SIZE 4E ARz &9 3k 714 &
Atk thE o2, AR 71 Hotel rlAle 932 BAE] S8 FANEULEY) S AT
o} 71999 Aahs 7Hx] 7t A AR G nFI) oju, o]z o2 Rl F7Fet o]
FEFe A 8l YEATTEHCHI AT LN (DA)S =7 ST Demerjian et al.
2013). AAEL 71979 2 g #do] Sl& Aotk oo wiEY JFE(SALESGRW) = &
Al gTH(Yung and Chen 2018). APAF= Bk = 274 H ﬁﬂ*é °| 71047}2}9} %%01 3
tha F3skal 9121 (Gaio and Raposo 2011), o] 3t A1&]d-& 4
olof tPAIRI HuHMG(BIG)E FAlgc} Tat H&3t upe} o X}%/\] x&Oﬂ’ﬂ 7§°§Z}
o] 7k #7tel wigEe e AR 73 DR ddo] glom, ofd 9=l 7‘]
(FOREIGN)®} W53 A E-&(LARGE)S EA| gt} A% o] ¢
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-39 1% +3A Winsorize SISITh. FAAY HE 44 Aae thedt 2o

(1) vlggdel &3 714
Q) 129% ZAskhHel

(3) BRI BN AT 152000 HlolEllol 2o A FEol 7Fsd 719 ;
) FEAEY AABAA A AR BT AR SRl Fed A9 ;
(5) 297 59 2 V197 5 Lad Wk 4 bsw 719

B Ao HFA oz Abgd BE £ 20139 5E 2021970412 F 14,9607 719 - A=
B2YE FE AFAES 201312 1,3557] 71990] £
1§27} F718ke] mixek Axel 2021990 E 1,9957) 71 o] EEH o] 2l

HE HlE 2 2(%)
2013 1,355 9.06
2014 1,427 9.54
2015 1,502 10.04
2016 1,572 10.51
2017 1,645 11.00
2018 1,737 11.61
2019 1,820 12.17
2020 1,907 12.75
2021 1,995 13.34
A 14,960 100.00

1. 714
2 oAREE 438N ARE ANGT A, < 258 B AP ALEE 22 055
Q% AEEATE ANSD Aok £ ATHE, AE dehlE 10 A5e B
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1.6270] 31, EFAAE 1.3470]t}. ol HFA o7 ARA A AA7|GEe] Apake] A7}
AE7MET =& S onldth AGAt 58S t8shs WF 4BILITYS] B2 —0.009
169, THEE —0.035°]t} 1% Tk gk —0.364, 99%°l 3|33t
0. 3 o] 7|gnitt Feet Hah S5 <fvlgith
Ef BAUSFES] 7eE A APFATY FAsI 719t B = SIZE ¥49] ¥
2 19.0140|t}, E3E, FARE&(LEV)S] HHL 036801, FaES YeEhE CFo %
0.037% et A== g&x< A A %Hgoﬂ(DA)ﬂ He —0.006°]1 X
0.109¢]H ZF95= —0.0020]t}h. whEN A AE(SALESGRW) S S 8.6%, tha A
(BIG)S- 43.8%, 219 (FOREIGN)¥} W53 A -8(LARGE) B-& ZH2} 6.5%, 39.7%°]t}.
% ol9e] AL AL WS FE(MOD OPINION)S wj$- Zro} 0.6%°) E3}a}}.

}-E
m\m
°
o8 L
Ml oE

HN

rﬂ

oY
2 o rlo M

jud

ro

Variable N Mean SD 1% 25% Median 75% 99%
T0 14,960 1.627 1.347 0.463 0.880 1.181 1.809 8.862
ABILITY 14,960 —0.009 0.169 —0364 —0.127 —0.035 0.092 0.475
SIZE 14,960  19.014  1.337 16.551  18.108  18.791 19.668  23.538
LEV 14,960 0.368 0.202 0.027 0.201 0.362 0.515 0.876
CF 14,960 0.037 0.088 —0.274 —0.004 0.040 0.086 0.263
DA 14,960 —0.006 0.109 —0397 —0.049 —0.002  0.042 0.380
SALESGRW 14,960 0.086 0416 —0.691 —0.089 0.028  0.158 2.362
BIG 14,960 0.438 0.496 0.000 0.000 0.000 1.000 1.000
FOREIGN 14,960 0.065 0.098 0.000 0.009 0.024 0.074 0.506
LARGE 14,960 0.397  0.167 0.071 0.270 0.392  0.512 0.785

MOD _OPINION 14,960 0.006  0.075 0.000 0.000 0.000 0.000 0.000

o2, <i 3> F8 WUFE ko] gois AATAAE AA dE} 71?37};4 Yehl & 105
7o g2 AW AR} S UBILITY)Y 7] QT E(SIZE) = g o] FHHAE Holn
Atk 71971 o FA U &(LEY), BFEE(CF), AEA ‘ﬂ‘*ﬁ""(DA) RS AL e (BIG),
ﬂ%%%%] E(LARGE)E el et &9 ZABAE 7). &, W&/ FE(SALESGRW), =7

FAAH&(FOREIGN)E 71 471X & <Fe] FHAAE BRIt 747X <F A 97 58 ¥
7} M2 Fo3 g9 BAE Hole AL v AWl e, 719 nie] S4E A &
By FAE g3 AEN S 53 2AME Hav) gl
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2. 74 HF: 23

w AodM e dEd ATRIS o838 & Aol 7H AR ol 714 A mAl=
&= AR 71710 E T5HsE A AT Aae <F 4>0l4] AAE Q)
= I

3
2goM £ R*E 0.6924% 4F3] & S Holed ol 2 719 g g3y} 28y
o] 7] wiiZolth metA 719 nFEHRE £t AL 7Y 1 540 23E fste
WA eRle st at FAld REe] AdE s Eole ¥t ok
<H 4> AIA 50| 7|U7Hx0l 0jxl= &
Dependent variable = 7Q
Independent variable Coefficient T—value
INTERCEPT 9.199™ 7.61
ABILITY 0.899™ 5.67
SIZE —0.410™ —6.33
LEV —0.043 —0.30
CF —0.191 —0.91
DA —0.222 —1.56
SALESGRW 0.114™ 3.77
BIG 0.075" 2.29
FOREIGN 2.668"" 7.50
LARGE —0.571"" —3.02
MOD _OPINION 0.071 0.36
YEAR FE Included
FIRM FE Included
Adj—R’ 0.6924
N 14,960
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Dependent variable = ATQ

T—value

Coefficient

Independent variable

INTERCEPT
AABILITY
ASIZE
ALEV

ACF

ADA

3.29
4.49
—6.09

0.079™

0.842""
—0.578""

0.70
—3.18
—3.87

0.114
—0.502""

—0.431™

2.61
0.99
7.09
—1.13
—0.55

0.125"
0.030

SALESGRW
BIG

2495
—0.280
—0.118

AFOREIGN
ALARGE

YEAR FE
FIRM FE

MOD_OPINION
Adj—R®

Included
Included
0.7025
7,480
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Dependent variable = 7Q

Model(1) Model(2)

High Compensation Subsample Low Compensation Subsample
Independent variable Coefficient T—value Coefficient T—value
INTERCEPT 10.188"" 5.48 9.838"" 6.36
ABILITY 0.961°" 4.43 0.572" 2.47
SIZE —0.466"" —4.77 —0.450"" —5.33
LEV 0.717°" 3.46 —0.402" —2.00
CF 0.906"" 3.25 —0.883"" —2.86
DA 0.513" 2.17 —0.520"" —2.89
SALESGRW 0.115" 2.69 0.114" 2.52
BIG 0.010 0.19 0.132" 2.99
FOREIGN 2.880"" 6.42 1.908™" 3.51
LARGE —0.718" —2.32 —0.413" —1.80
MOD_OPINION —0.041 —0.18 0.035 0.15
YEAR FE Included Included
FIRM FE Included Included
Adj—R’ 0.7506 0.6925
N 7,480 7,480
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CE 7 IAZE £28 2 Ue 24
Dependent variable = 7Q
Model(1) Model(2)

Independent variable High DA Subsample Low DA Subsample

Coefficient T—value Coefficient T—value
INTERCEPT 10.001" 5.75 8.536 " 5.49
ABILITY 0.865™ 3 0.760™"" 3.719
SIZE —0.456™" —4.82 —0.378"" —4.57
LEV 0.060 0.26 —0.132 —0.71
CF 0.660" 1.75 —0.441 —1.45
DA 0.449 1.64 —0.915™ —3.74
SALESGRW 0.126™ 2.65 0.073 1.57
BIG 0.018 0.40 0.117" 2.40
FOREIGN 2436 4.43 2,609 5.68
LARGE —0.464 —1.84 —0.615" —2.12
MOD_OPINION 0.099 0.21 0.092 0.45
YEAR FE Included Included
FIRM FE Included Included
Adj—-R® 0.7007 0.7025
N 7,480 7,480

sk, ok, w2 2V 1%, 5%, 10% T4 g onldth T—values 719 FEolAe] SejxEg o
z7 € gholth.

C}. 7]Et ZoHEA

71 F7HEA o Aol ol gle] LA S we EES BAdA AAdte] A7 P
A Ze. o 9;%% ARAES A2EA N9 7PsHo] ol vhe BRI ATAE 5
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CE 8 7|Y7HRKIE T2 "hAloz AESH TAL

Dependent variable = TQ_EQUITY

Independent variable Coefficient T—value
INTERCEPT 14.944™ 772
ABILITY 0.971™ 3.70
SIZE —0.766"" —1731
LEV 2.958"" 10.62
CF —0.511 —1.26
DA —0.580" —2.10
SALESGRW 0.201°" 3.68
BIG 0.130" 2.30
FOREIGN 4.612"" 7.67
LARGE —0.831" —2.45
MOD_OPINION —0.360 —0.76
YEAR FE Included
FIRM FE Included
Adj—R? 0.6395
N 14,960

ok, ok, w2 Z82E 1%, 5%, 10% FeollA ol ghe vl gt T-values 719 oAl S 2HPoR
23" Folth TEMSQ 7O EQUITY WG AR A7} Ao ARt iro] 18k 7|97k o]
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Does Firm Value Reflect Managerial Ability?

Yun Jeong Heo" - Seung Uk Choi**

<Abstract>

Hiring a competent manager may be one of the most important decisions of a company. Prior
research suggests the possibility that competent managers will be more active in risky decision—
making, make appropriate investment decisions, and thereby enhance business performance.
However, it is not clear in advance whether these managers’ abilities will ultimately be reflected
in investors’ decision—making in the capital market. This is because the evaluation of firm value
in the capital market is affected by the nature of investors, the ability to use accounting and
financial information, and the faithful of firm disclosures. Therefore, this study examines the effect
of managerial ability on firm value. It also examines whether the cross —sectional differences such
as the managerial compensation or accounting quality affect the relationship between managerial
ability and corporate value.

As a result of analyzing 14,960 domestic listed company —year samples from 2013 to 2021, we
find the followings. First, managerial ability has a significant and positive relationship with
corporate value. The result is also consistent in the analysis with several endogeneity controls.
Second, we divide the sample into two groups based on the median value of manager
compensation and accounting quality, respectively. The positive relationship between managerial
ability and firm value is maintained in both samples.

Overall, these results suggest that managerial abilities are properly reflected in firm value. This
study is making an academic contribution by expanding and supplementing previous studies
related to managerial ability. It also provides practical implications by suggesting the possibility
that investors in the domestic capital market reflect managers' abilities in their decision —making

process.

<{Key words> managerial ability, firm value, CEO compensation, accounting quality

* Master Student, Department of Accounting and Taxation, School of Management, Kyung Hee University,
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