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& Qv e AP0} AL FYTAL A5 E Al BEA FAT FE 7
HE EAT Yol AT A%, AGAE Aol RS el AGE A @ow A4
HAAAA AGAEA Aol 9P A & 97 W] ELAA FAE T 40l Aot
7, ZAge] AT A% el uAREe] /el el v AAFE INE arAhY, FYTA
PHE oIS AT SR U A et 282, Agel 48 A5 ok
@ol ok AL ART FAZ A HAG, T A4l FuBAL AR S FuT
$ BT et & e W, A4l Z9AE Sl mu SHE A S 3
FNREE ol AR, APIEE ALEAT AL B FAE = ek

Brzol Sl mhe} B FAT} Folih @ge] WALk T BATA 4
7ol &3 Aol g BAPE
It A4S ANFGeRA ol

GHIOD FAEEA, AW A, @) FAL, o FA A=

<ly = A5 HFTTA ) wFdA 7”\}’:a1«]1’/}.
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A AT A= A e Addlo] A-EA e WA
AThD 22 H2 50 AT AFE 7
o g e nAEAE AHEe Aor AT o] FAF diy
et al.(2000)¢] A7 o] F == 719 5HE T st 7199 AT E2E AR B
I A AFsted Balol AFHJT AT dig et AFES Al 8
NPEY AFETe FHo]l © Ei(Klein 2002 ; Vafeas 2005), 3AFAE & 2aysiH
(Beasley 1996 ; McMullen 1996), -3 F4°] AFA57F 719 W A GAke] Sabax o A
44 A3 719 FAgEA 0] wolzltta B 1k th(Biddle and Hilary 2006 ; McNichols and
Stubben 2008 ; Biddle et al. 2009). A|F¥e] &oke] AFER Auj727}t 3 7|95l 71
U g2yt o =rha 25k tiGompers et al. 2003 ; Masulis et al. 2007).2)

A gtze] gt tigt Bl FE A2 2000d ) 21 Enron©] Y+ Worldcom <] ol
B 3|A A ARdEo] dojo] dAsHHA, o] AES] dlo R gk A2t A4 E ]
7] wj&o|th(Baber and Liang 2008). W|=o|X = Xul4xE 7143822 New York Stock
Exchange (NYSE)$} National Association of Securities Dealers Automated Quotations(NASDAQ)
A%l == Blue Ribbon Committee(1999)E A7 sle] A2 NS A3 o8 A4
AA FEES nfdsgth 1 ¥ 9)3]e] FEE Sarbanes—Oxley Act7} 200230 E3tE]o] #]
vl 2ol] gk WA e 7AYol B AstE At ofdl v wiitol] 3k Aluj el &3t
ek dalo] HFHUA T A7Eo] 39 Aot

Az ek 2719 APATES F2 719 dF-9 oAk v ZA 3] 5o WRA
vl Z(internal governance)E 7 3t= Al =E2 &3 tis] AW E 4T 2y, ol F A

S A2 o] 9] AR, A9E7 T3 2ol 9 F-A| vl Z(external governance)E

1) F2 A9 &&/d(market efficiency)o| U &A1 Bl tgt A]732] 7|52 128K functional fixation)<2}
1o,
2) dA F7h vgle] 7t = e FA¢AE 53
I FFE F Aok 2Eu AFRY ok AYATE
FR2 AR o, APHor BRSNS A5
el 38 HolAY ATFEIE 5oy 3
A7 W&otk &, oldl FHAEL BT AFEHQ
Aol itk el vl S AT ok AFES FAREdE Bt FX ¢ SHXE o] &3t AF
2 ZA3rh gk AT Fofe] AFoA] o] &g FAEEA SHA = AP A (ex ante)?] 54
o2, AA FxL o] FoA & Al-eA 9 FEdQ 7t FA} 5T AA FAEd S vudte

o)
e
)
e
-
et
tlo
m\:!
o

Lo Jnrt e dAxle AR &0l =0

obin’s QU 7 E 59 BestE A%

1 oflth FAtE&A o] =4 evta s e

184 F7hg F719 §, Tobin’s Q7 £

Hol| A Adzte} 7A ] TS Hlw ettt
%

m\l
= rlo

o
= rlo
rlo

)

[
AN

o
ol
% 9 7o) gItkBiddle and Hilary 2006 ; Biddle et al. 2009)

S| A3} ofe] AFEL F2 oA Huhs A 93]e] 543 ATe] tid e Asith A 93]
d AYPATES 5220109 TAATE 2] HiEch

)
~

fo o Jfm > 2 oem HTORT o
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ol
o

TAtE 84S A U Zokz A9 WS FetAtH(Giroud and Mueller
2011). & APl e FATFEe] F27 P8Rl AW 7193 A% E(industry —
level competition)7} 3l AFglol &3t 7|95 FAE & (investment efficiency)ol] VA= 4
e AToiith FARSA ol A FAe HaFATE BE EAGHA] e e onlste
E(Biddle and Hilary 2006), ¥ w=olX= AW 7143t A o] < Fapeh aFatd 2h2t
o' g2 wx= Aol sl A ekt

T AW 7193 AL 2A T A SHA R FAE FEE Uk A, A
A AR B4 el e AES ST E Al (empire building)e] #-<10] 9L
(Schumpeter 1934). Al dA FRle =z Q&) Uehvte HYFA A3 A9 7l et 1
dol 7149 Aot Aol s o Asl ek 5 ok AAe] Ag Aol At
7t e s Al A&
a AR o] HNEFE v ] Ao 7]dksh E’E}:ﬂ-}_‘é dﬁ_O]Jﬂ Eh’/HScharfstem 1988). =, 4t

A

FAE Q12 & Wi, F2p Adfo] gk ol A7) ILH"'ﬁ: °| JJrO]EZV} ‘/}F/} T ]‘jr
=4, 719 A Aol Astddd wet o5 ol AAA N A AA G HEE FAIE 7}
4 ot AEIF deliokd BAAATL o] RS Aol gsto] Kok fEfg
oA AAS & 7tsAo] Eolx|7] wjEolth(Lambert et al. 2007 ; Verrecchia and Weber
. BBA et FAAL Atolell A HH IR o] AR e -9 o]ej AA A} F|Ake] S A
&3] olalslA] Hote] FES 575 S FPSA] £ % THLanen and Verrecchia 1987).
upebr] Aol Aek A5 AR A=A feledl gk A A7} A B R, A FA= o
ol Uetd 4 Utk o] F 7] S HYFAe) g AR Y] FHAH o s dEitt.
a2y AW ﬁzg AE7t AGAre] TR 7tede AT T E EASTE Hart
(1983)1} Schmidt(1997) 52 A8t 2o up2rd ZAAPo] A3 Aol 43k 7AiM HGA=
He] we vl AdS stk 23A] god At stetetar AR A A=A
of 4lio] §1gel A& = 917] wjolvh wetA Adxte BN sElst] dal Ao Tt
RS ol FAE & Zlo]7] uf&oll(Hart 1983), FAYFAE 314 & A0 o2& & 9k
b, FE A ARl A S 7199 A Fols HAAES 71 g SHtE At
317] 918 o AAStT FEe ARE g pst 4 9lu) o AT AEAAL] ARo] ALyE
7ol ol AlFshe B HO] Fo] BolA|aL FHE| Hol FolxA, FHETH ] dadrt
(Bamber and Cheon 1998 ; Darrough and Stoughton 1990). &, 2] o]l &AL} Azl o
3 =85S o folslA ST o M THA Flolo EAE AT A O]J__(Alchlan 1950 ;
Stigler 1958 ; Cheng et al. 2013), W&t I FA= A2 Aolt) o] F 7kx] &L 2k
7193t Aol B FAS Thsds JAlste A S A Ao algditt
T A el e E A =27t A &ETh A, A 7193 AR A RAaF

t
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Huel Fe AT, AR BAZL 98 AN BEFA gl o wol ek 5

[e}

Jrk 71ge] BAES sl i sl% R e F Rt BEale] BalgS Fela sk &2 Aol7]
=
=

Lol FAFES U5 v gold Flolth, 53] 7199 A GAet FAAL Alole] A Bt <]
A= 99 (adverse selection) TA| 2} AF-F| o] AFEAIR AAE FH =AU, AT} o
Azket JaS = = Utk o] F 7K B AaFAe) Ak AR B ko i)

olof| Wtel] o] Mgt me} Haf} Agko] JAE 7T EAST &, HaFaret

wEg A T8 9 Urh AYFAR tigh =0l Ae
St 71dell A= AATE e w=8E kA AU dol gk AHAl =

G2 7} gtk debd A9AE 237 Aue) B4 Aeke Bop TAS QAT 1ol
2] CH(Hart 1983 ; Schmidt 1997).

g A A AR o] Alg Sl A 71]e] e Folel BAAEe] 71l tigk e Ak
at7] 98l o ApAleta F et GRS aFate] 7|0l ool AlFete FE Fo] Bopx]a
HHEo Zo] Fold 4= glth(Bamber and Cheon 1998 ; Darrough and Stoughton 1990). ©] 73-%-
B|Akel T2l Alold] HE BT o] sfjiE o] FAS A FEA] & e ol Eoprith
ode] W&s T, AU 7t B A ee HIFAgd FaFAE o FEE F
A, B2 FAEES G880 2 BE i Jrh E A E old dSFES uige

200278 20118704 Ul 3871999] 4143709 71— A= AR S o] &aA At
7197t A H =7t FAEERC Q%S vX A FA AT A
(industrial dynamics) &0l A 7HdE]o] ZAget Bl A8t fofe] APATSolr BAF =
Yetlle AR 2 g ARRE e AW 7199 AR e JeRE Ul s4nt-

5_'],
.
A A 4*(Hirschman —Herfindahl Index, ©]3} HHI)E ©|-&3lo] 43It} 5, &5 7] &
-y
9

o] BAeol Agh A
o

Uy T

2
.

=
=

g AU =& A FES AL lolA] HHZE =09, 8ld Aol A e 2 A o]
W3] o] FoAA] &l HA(F FHolv A F ot =uha) ddste Aoln o] SAA
Boone et al.(2012), Chen et al.(2015), Dhaliwal et al.(2014), Kallapur et al.(2010), <=d7F
(2014), A L3 2(2014)9] 3|AIEk A HAPA TN BAFES Yehll= &5 (proxy) =
AHgE bl gt 248848 Biddle et al.(2009)% McNichols and Stubben(2008)°] 7H%-3}o]
AER BEER F8I HOFA JBE FRel] Ans RS o gale] 2yt
AEEA AT, HEEAT) o) R0 AR dSHE AP AUl 71517 A=
EARLAE Feln§ WS /A e Aem g v A FAs} o 20ld Rlew

]
AEHE FPNA 79EE Ao S o) T3 e B3l ve) FhTAE sha Uik
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g 9 2014) AFEE A WRAMFES ARAMTEZ FEE 5 9
WA TEE 719] UlRe] ZAlskE HuADAR olA1E, A998, Y REAAE Sel

ot

a9 &

& Tk ol whel o) FA) Tt 979 ofs HAA} WH-2| YA oAk T2 B

TE A, AFSE dE8S ofe AL T AT dRAQ dRe PR, F5, A

Az, A, AR B T2 ' F Ak FFY AAAREC] ALlEe] ol & Hashy] fe

Aoz iy 4] dee AU dEH e BAstke Ae AFA o] tEA
A Agolet & = A

B|AS Eofell A A7zl ek 27] AFEL UiF-E WA T 25 2y Egit A

Q) AA S ol 2ol m=w o2l B4 wRel WS FHsh AP olalBA BN
Ae7) AN 19 e EFG AMTEE 2% 0] glek elok theldl ¥ g
Fsh 492 mrel A oleje] s olth, webd AP o AkEL 2As1 98 5

[e]
vlRlgle] 27 S s)iolRARES 98 &

o br Mz X

1997 ; Johnson et al. 2000).4

W RA ezl o3t o) o] AT Aye Aot $5EeE 71dol ¥ £ A
£ Bugitty itk d & Sl AT ¢ 7I9ES AFEIe] F40] ¥ F3(Klein
2002 ; Vafeas 2005 ; 74 €] 2008), AT = & AP 5HH (Beasley 1996 ; McMullen 1996), W
BARE o] FY3A 3ol 3708 (Eng and Mak 2003 ; 4154 €] 2010), 53 2 2] A
F2527F 719 5 ARt oAbd gl AR AR 714 FAEEA ] okttt Haust
% thBiddle and Hilary 2006 ; McNichols and Stubben 2008 ; Biddle et al. 2009 ; 2 %A - 2
71 2010). A okl AFERE AvjFEIE 78 7|9 EC] F7RY vl ot o Eoka
H 135} tHGompers et al. 2003 ; Masulis et al. 2007 ; &%-3F - 22 2005).5 o]H FHAEL
YRR 27 3 ZIgEe] dE]l &S AAAAA F3 A9z B o4
(win—win)e] 2 F JE FHA FHE LIsu vt AL VeERATh

WA - 220] Gkl tigh Aol whal o FAuxo] G g A7 FH R B
2 &t} 3AE ol FE AFAM TR FAHLLE T 7| HFAA AR JEE

4) ool Avde o|als| it AL 3] 9] 7HE2A (monitoring) <&l tialA W A5
ol AP PF& Ete] APxlo] FFU R o BAALY] o] FPHEE =
AEdte 9T etk APAFE B2 o|Ak3 v AU = A5A A ol ® AP
oy} Agkel] il AGZel g AHEslE & E(advisory role)®= A 43 FFch(Hillman an
2003).

5) dE 9, AFTe FobollA dxAQd A72 de] &7 Gompers et al.(2003)2 G—indexZ 7| A
vl F2e] FEE S AR, Aot $5¢ St 284 gL AtET HHEA R <F 0.71%9]
A7t vR Al E(alpha) S SATt L Badglth A2t $58 SALELS F7HYE B oY
gt dA Frk= Eokon, nPAGdAnE S-atsch
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At @& Eol, Jiambalvo et al.(2002)= 7] HFAAEO ﬂcﬂﬂ o=
Bfsta glow 719 AEE dgatAY B8k sl

. Chung et al.(2002)= 7| HFAA} A EH] &0l 2 7|GollA A=A TAYd 5 o] &3 019155
7 0] ‘1,421]%‘?}31 B35t the) FUALE S AHE-SF Choi and Seo(2008)% A & BF91tt
Eg 7| HFAA] Aol 2 E A AN S o] &3 o] 2 Ert op g} HEo]
Z7%(real earnings management) Tw% HolA| = Zlo] #AEHATHHZR 9] 2011). 3| AZAL
woke] AFEde FLY ARIe] AL 759 ool AAEtte v B
o] 9lt}. o & EW, non—Big 4 EU+= Big 4 AAFlo](Becker et al. 1998), H] M7} Etb=
A ARy} 7ol o ﬂA}ﬁw o] H Zthe A7 AtkBalsam et al. 2003).7) o] YHAS
= T, AFAMF 7L e AF 719 S A B vdepdtia s E 5 ik
AARRloI 7| B FAA} f]o &= ﬂ—rx] wlfx0] FehE Fo SPHEA Al A
E T Ak ZAe] oA TSt wet B FdS A 719 AdE A
(market for corporate control)°lA12] 734, 742} Al (market for managerial labor)ol|A12] 734
I} ZFE A (market for product)ellA1e] AL Al FFE T2 F Utk 719 AEA Aol A
o] Aol 71 AT S g AAS onldth. bE A AdE As-dH e 9o

A 7] A3l A9A = EA8] =8 fiele] Atk T A K3 AIA AGAIA 2 A
A, fred BI9AE Us] A8l AldelA AAske RS etk oy Aol EAls] W
Bo, AR5 0] A2l TE L oK HoFy] 93] dAls] w8 §91S /HHTh ARt
Aol 58S 9o HojFogn W} £ 2R N2 VYo s &AL 7ol A
7171 wizelth, o] F TR/ AL oA YRR dTS A9 L ekA] Fata
Ao €] 2011), ¥ AT thdo] ofHER O o]} AAT =0l ATty
AT Al iA §38Q dE &2 sh=pot A AR

AR L] Aol o RAu) 2] o
e so] slnk. of7)H AAold FLeA FAE A2 Eoupun S A2beke A4 71950
AHARRE Q] 98 24S Bt AEA AL /19S ol A Ao] WolA

6) 19k Wit = HRkAQl o]f Aol thgh A= oA W Matsumoto(2002)€ 71 #FAkA} =
9] o]¢]7] ] (earnings benchmark) B g8 3] &/ Feldo] gt Hadk vlx it} o]
HjF27F 8% 98-S FYP51A] Xtk 4 AFER 45 EAd guldlAl = 7| #HFEAA
AREQ A FAA &L F4AoR AFE TP il
7| BFAAL] Aol gk HAET FAFSIT
7 &, 71BFAAG AR AR LS Bt B RS BAsty Bo 958 EHE 7
olafj TA A} Alole] & B u]|thA (information asymmetry)S Zo]& JaS gt}

02‘:,“
oY H'I
o
b1
ne
—Hz
%0,
A
o

P

o, 715 At 9%
2 23 teiel ¥ go] sl e,

§) W24 S12011)el Slebd S 192G Aol A9 A e 9|37} Als] o
G e ik o Qckn Bk mebd e 0 A1gel AE AE AGelNs] AL 9

Olstel, HEAIAS Do) ST ERA TS S 5 e e e £
A= 19398 Aot B9A A4 B5E Aol Weldl Z@eA etk
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o glon], g 5e el Zige] Salgle Agel 4o the A the 53l ABYEd
4 ol S ol ARl PEEel I A,
o). The el A Al 192 Aol FAE

|

el 2
&4 112 5 Qe JFE FPAA 9P $IA GFOR pre] A4 A A

2. FAREA ] E APAT

7192 3%l mel A FAREG ¥ B2 FAE Fdstke A FAE dojd sk glomn,
TN E HA BARMEY AL BAE Fddte daFArt dojd £ k. tiElQl o] o
W2, AP F59 o|HTbE APHolelg SUslE f-91¢] Slth(Jensen and Meckling 1976

; Jensen 1986). 7L A3} 21le] A stoll le Al ST7MIAA B B Has W, AR
BaS WIla, HAS =o]7] el PFET = Uhlensen 1986 ; Stulz 1990). o] 7 7 T2}
7} 2AE = 9lth(Degryse and de Jong 2006). 1 RN Z thE]Q] £A4|= H4AFR BAE HAA)1Z
TE Utk @71l 2SI FEAE Bkt BT, AAte @S AaAl71A
ool S EEle AR ti3t £A12 £7]8 4= JtHGibbons and Murphy 1992).9) 2,
£8AQ AR NFAS) HAFAV} BF 2AGA ke 49 nidlel @k 22 A3
A 2 A AR Bolol £ NAATEE FATEAS AFH ol 27
stof Wekstgls]) e, A SjulolA TR % FHeFA AFedS el 2m ek
o EE RS

A ZopellM WHEA R Boh FA st APAAQ oulelr F2te] &S ST+
U WHE AFESte] e E HX2o] 4354 A= Biddle and Hilary(2006)Th. ©] = A
Huol Fdo] FAet AFs 5 Ateld] RIFEd nAe &S AT UHEr) =t
AL 2 ol das gl uet F467 Wake AS fvldth uehr FApet A58 F A
olo] RIZAEI} £& 72 55 5o o] M w2t T4 2= 546 W] v
o, B FAt HLFATL BAD 7ol okt ASEA A, o33 LA AFE
o] FHo] W2 7I9Ee] A et solite AE Tssith

o] A5 7|Wke.Z 3}o] Biddle et al.(2009)2 HT} & 3Het FAE A SHWH S NEst

[
H=
%1 th10) Biddle et al.(2009) o] MAS A Aoz ALsly] a4l 7Ido] B wEe A F
A5 @ 7bedol =& ARl A (ex ante) FEHE FRAAT BR dgo G BAH &S ALE

9) W74 HE f8l AT A FEFE = F de FARME Ete AFe = 2 EFUt
) 94
A7NH oz dAsts FARM #A gt ANEEAe] A5 O 2 & 4 JthRichardson
2006).

10) Biddle and Hilary(2006)2] =79} ¥l g o] Biddle et al.(2009)2] S x]2] AJtha 4o st
Hoh AAe 82 g €014y Fxdty] upth
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ste], 7190] das AR Fo] Bfdta AW FAfjH]Eo] Yolx R ZRY FAiE
ol-g3slo] Agg 2B 7Aool B2 ATE HIFAE & rbeAol w2 Agom FES
Atk 2 W2 dF3S Ao s AA B £ 3o RS
H 2lae 228 7FeAdo] W A58 AALTFAE T rheAe] =2 dge R ol 1
2|3 Z47he] o] &obs 715l AR duintge FAE FcteAlE AT 2
FHF2)FAE & 7}% o] & A Y FHF)FAE oA gerhd FAEEA ] AiE

|t ASEAE F38¢ 47, Biddle et al.(2009)<
ZH‘I‘E—L/] o] ¥ 7190 # & 7hsA ol w2 AR R (FHa)FA
£ iAo g dthe e AT S AFEIY] F4o] & VIHEe] FAREA
== AL ou|3it)

Biddle et al.(2009)¢] *WHES] ¢4 wEol, FAket #HE
(2009)%F FL g WHE o]&ste] AFE Fastr] AlZEi) vhxle) - A E(2012)2 94%0 x]
&0 & 7I9EY FAREH 0=
(2015)= WH-BAA =S Hebd S 7171 7]

CHIZ(2014)E AHE HAE7E ARGl
AstAeh. ddt ﬂ(2014) tﬂﬁ_‘iﬂ

Jo
P‘ﬂ
)
i
_{
:>|J—_"/
=
i
o,
i
o
2
_{
)
il

e -
o
g
B
I st
N
hin'd
mln
o
o,
(o
i
r-\m
r.L/
i
j;
=
o
N
:”é
—1.1

15 o A2 waadh a4

Ao 281 ‘441"% Xﬂ

11) Biddle et al.(2009)9] WH2& A-8314 = AT #HAE ATFZE McNichols and Stubben(2008)°]
81T}, McNichols and Stubben(2008)2 Securities and Exchange Commission®| 4 3| A -4 0.2 FAIS
g 719, FFE5Y AT Wi a%e B 719, AFAZEE AL 71, AFH DA Aol
2 ALt FEsA FAE ste Aol dthe Ae Btk A= o]z
717ke] AU BAE e Folse A THsAT ol ZIfEe] =g FAE
& vlEE] feiA oldZ2AH S ettt AS Uehdh Biddle et al.(2009)2] Wz}
McNichols and Stubben(2008)% Z}AFxIe} A FEAE FAH O T TRl ATE
§E‘ﬂr% SHAA A G| Al T Fofll A BA FdE AFE Bk FA S BHES ALE-
ot & 4 Sch
12) Giroud and Mueller(2011) 2 Baber and Liang(2008)-2 WA vl +229} 2] A6 F271 A% tiA &A
of Atk A Kk vt givh. 2 A7k AHE FAZA 2 A 92011)2 FFAGANA S A7
NNAA P27 AR S-S A FAEES G T 42 vzt EJ—O}ﬁi‘:}. A
9](2011)9] LA WaH, AAPo] et A9 £ AjFRE 71 e 7 }*E‘ ﬂtﬂﬁi}‘:}.
aelv AAe] et ¥ Af 22 AuFEE K 719 —Erz}é‘ =ole "ﬂ/‘ HH =il=g
HHA | Cremers and Nair(2005)2 WHEAu] 29} ) BA| | 271 A5 BaTA o ddte 34\?3: Hps}
A}\I:‘I—-

eyt

o W o K
i
0
gt
r‘j 2 Nlﬂ
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3. 7Hde] 4A

B Aol S ¥AuTEe TR 2] el 2 Wl FEAFAS Aol 719
FAEEA A 9FE Sokind Bk FALEAR FYTAG FLFAL BT =

AR &= AehS on]gtkBiddle and Hilary 2006). weha] 2 Fatel #aExte] gt
q

o 7VdE AAstast gt
A AW 7197 AL HFAE /2 3tk old JheA e A F kA SHe
2 qokst £ 9tk AA, AR N EH o g F39 o]S A7} ofet Aol B4 s
o e A& S7HI717] Sl BEE F717F A o] & Al=714d(empire building)2] #<71°]
k1 SFoK(Schumpeter 1934). AGA7) #AHal el B4 slof] A& ALS S7HA71H = °olf =, &

AT 5 gl Aol B24% o B BAE BE 5 AT, Ale a7 Aol WelA
= fle] WA T =Y S 9l7] wjiolth(Jensen 1986 ; Stulz 1990). weby AGAE 244l &
Al st e Ade A FEEG o F7H717] S8 HYFAL f<lo] AUthDegryse and
de Jong 2006).
olf gt AU Felo g Qs Yehe HAF t | |
o] Aot HaMo] &5 tl st Uehd ¢ sdth dvbd o g 719 ARk Hintet
B E AAs7] fete] A tig BAA-E s|Abe] AThet AAIT| = BAATRE 7HA
ek Aol A% Aol shrsdelt AA9Y, e 99
et al. 2000), ©] A-F A A}= ol2la Yo Ytk AIS
7Vedol gtk ey ARl A3 Aol BPAr} kL s
= —/F AT W}EW 7]"4% ol 7}%@ = dAs7] Aal Ao

i}
_1_4

=
be A3 BEE W) 918 A5A R FAY fAe 2 0, a4 Ao g
7] Wil @ TRt FeeA FAE & 5 itk

o
o
o})

£7 008 2w, Aol A A% AIAEE Yol Fels]
S Fagnn dh A3 - FIU010)E ol % 2
R AFERE golsPl Y5t o3 o] 2YE AFOE HFYFA JFE 0
Bl gleh ols) g Aol mEw ZAPANE Tt 24 Rolga o5 5

=z
39 (',

po
mlo

9] AEAGA= dEd TAE £017] 8 FH o2 F357 o] 7Hket B AlekE
+ 7397} 2th(Holmstrom and Milgrom 1991 ; Mariao and Zabojnik 2008). o]l A 3Z}H ¢ Al
WAL FAFAE 2T T Uth A= AA7F 73 A5 4 AAEFE AR,
A7E S5kA] & w IR B He Bolde AUld oz Hti(Balsam 1998 ; Gaver and
Gaver 1998 ; Mariao and Zabojnik 2008). A3 2} 3 2A) <k2] H]tﬁﬂ olgt BXFAAES et AL

14)

10 w2 Jm ¥ L wlo mo oY

E\‘Jﬂ’,'_ﬁrlromﬂ

E;z (e

o= AYAF B2 BAS WXt Exdgd Adste A A9t B He HEe dddez
AL A2 D&t} Balsam(1998)3) Gaver and Gaver(1998)ol|4] o8l F#43} dxal= A&7 BA S
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=4, 719 A= ARl Azt wet o5 ol HAA A A HEE FAIE 7}

Jo] Zhagith, AAe FH7F dZITHA AAGA 7} o] HEHE ol gste] Hrt feldh o
ﬂoﬂ’ﬂ AAE & 7heAdo]l EolA]7] wEo]tiLambert et al. 2007 ; Verrecchia and Weber
2006). °ol¥ AdS FAI7F B EF7NH]E(proprietary cost)S TAA|ZITL T} o] S F
B} 9ol T3] AEHA| AU d5d FEIF HeE o] JREFH ] U AsE + 3
th15) BAgatet Fapap Atolo g Hu|thA o] AlafA|™ € F-9] o|sf #AAT} S]] s A
&3] olalslA] Hot] FES 5|5 S FPA] £ % THLanen and Verrecchia 1987).
=, g TAY d34 Pejd =94 &) o|(moral hazard) A7} YebE 4 ot A&7t
HE &2 FAE gtha el & oej#A|A 7} o] & FE3] JAHA] Kot =, ZAe] 4]
A B FAE T 8ol vEbE g Sk o] F 7] e AYFAE e A
A qapol s|ggint

e i 2 AW A et AhAe] #YFAS b S JAE T s EAT
Hart(1983)W} Schmidt(1997)2] 73A|gt 2ol w2 ZAJo] A 2bgdol &3t 7| = A<
27F HAe] wE8& kA A slold AR A FABHA] Ktk ad el Aot

stehstar AN AAKA AIARA L 2Fo] o] M = 7] wFolvt webA] A
A= AANA FElety] fl8 Ao FA Ak gtola] FAE & Flol7] ujEol(Hart 1983),
ARGl IEA ] FRREA Y] FHH JS 43 5lo](Dhaliwal et al. 2014 ; Giroud and
Mueller 2011 ; A L3 5 2014) EREEAS =Y 4 9} npato] olokr] shd, ARJo] AR

=

Iz =

o Adslx] &, =87 dolo S Ho] F
A

0}3 )\1—0—] oﬂ ,:_*5]— 7]0—]-/] 7:]00:]x]_7]_ 7c:;|00ﬂ
Fo F= Sdgely] Hue ARle] Ji1A olds fdl FeF = SUtiJensen and
g uh sleh o] A Adabs 454 e FAMcR BREdS Ad =T §& 2 9o
(Morck et al. 1988). #E54(2009)& ©|¥ B-%-9] 2 25349 495 1 ok 25342 34}
o] BA7E AFst] Z197R17E A FEE 255 Bt SES W QAR wheF gt
2 s|Ate] FA7h Asfate] 7197117 HelA 25342 A9 747} glolRlnt. F, Tt Ao
sttjete AL Faafor we dao] AiH o 7] WjE(ER A5l ofd thE FHd
A A A g Fesfor & oA 254w Bt Rsjor & AL glth A
e 3AHeR BAS £ flo] sl Zlolth mebx A A ’“PJOh e Auks 2dE
A Be AREFE oele AN A9 HAPSt oid d9E YT }%*é‘ﬂ itk
(Hermalin and Weisbach 2012). ol & £, Adx}= 719 o]& & A ‘/}2] A @& FAR =
FAE S g, a2 A3 D o] FFATL DAYt Fatggsdel st ‘il“/} E
VH Aol AEE 25l B9t v 7Id s BANAM seldhe Wt 2] f8l = e

[e]

= g gL 9 FYEA} o S 9L Aotk
15) 23y o] Hallete w2 238 Aol A&5E o AAZ FHIL FAE Aol dS= E4)
3} (e.g., Bamber and Cheon 1998 ; Darrough and Stoughton 1990), A2} FA] Ale]e] TA 7} B &
sithe A= EA3tHe.g., Berger and Hann 2007 ; Wagenhofer 1990). Webi] o o o] db=x]&=
AEH oz FA3 Holol & FAl|(empirical question)ZFi HTETE

I
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Meckling 1976 ; Shleifer and Vishny 1997 ; Johnson et al. 2000). 733 ¢] A3kA] &2 74-5-oll+=
=94 sjo]o P& Holtete 7199 A3yt A g Ths/do] Wl wEolth
A, FF A BA ol AT A 7199 ol BARES 7G| dg 2utE A
st7] flal o Adleta e ARE 97 o Ak 1 A3 FFEANGY AAo] AErE 7
Aol ool AlFste FHO Fo] Bopr|al HHO Ho| FolA, HHETFH o] Hagh
(Bamber and Cheon 1998 ; Darrough and Stoughton 1990). ©] 7d-%- &|& o|a| @A A7} 71
e o B2 JEE 42 F Jdenz il g 5d5s 9 §olsH Fddo=
=97 go]e] FAlx= 7+48 A o|ti(Alchian 1950 ; Stigler 1958 ; Cheng et al. 2013). =, A
W 7197t AL A9 A=Al 7l AT EMN, A AR F59 o]
FEA HAo =8 e F UEE &5 ATt o P(disciplinary role)& gttt ©]
AR eAA BIbo gt
olde] W& FFsH, A A=rt Astrhd A Almdde] ol SEtE A
AlshE G Ee] ool Fhadte] HHH| A o] Aste = 7 #YFAE B Bel vEhd F 3l
CHHNE B o] AR FEs e 98 AlFstAY, 288 FAIskE FHO ol
v @EH]EH"‘] o] Zaxste] IYFAL T AA vEbE 7hs A E vk whEkA o] EA4le A
< Bl A dSe] 719 dEE o & AgsteA| R8s Hotol & FAlgta & 4
‘E?‘Oﬂ’\i—‘é oS3 o] AF/MAe FH R s A3

11.10

30 o) df L of
U
i de o2 2 2 LL N,

BuA: -

rla H‘I

TH1 FEAN NN AAFET FYTA AlololE felHQ BASL EASA ekt

i 2 497 AaFa Pl e = 5 Ak A Aol A
35 7190l 3393 Ze 9ol =22 7hede] mi§- ETHLa Porta et al. 2000). =,
ol A A & & Wel A FA7t 7jle] matew AHAdE 9Fo] ofF At 59
Biddle et al.(2009)°A] AAlSlL A& A& FAE T 7MeAo] B2 AP A (ex ante) 38} é)
Gt Bastn Qe Aol AdAoE AL, RAgo] Be Aaolehy, FA

o 7190] AL Tbe A TS obd Zolth Weba sgea) A

= ARO] A AR 1 AR S0 HRA e TRee] E1% olis

T AR F 2Rt HHH TR —E#xﬂﬂ o2 A&7 A] JJFA A} A8k 1 o o] e 4
At 7] FAE sl = o Fol e HHIL BEsle] BAES FH 1 A @5 Ao
Rl

Bo EASEE B% § ol Aot
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7199l @Akt FAAL Abol o] A HH A o] A= A El(Adverse selection) wA| 2 A
o] ATl o A4 dEFs = 5 Urh FERE|A o] Ad A5, FARNEET FEE
o @o] 7H 1 e A T £ 2HCE AaS 23] A A 22AIVE A9
& Aotk F7F B2 W 245 EYsjol ¥ B Aws 29T F ] Wi AIAES
F7P7F mobd Wizl ZIvkivit 42 EastE o @ lolth 2ev FAATL AlgE AR
< 7P FelF o2 wjislr] $1ske] A &W(capital rationing)S A, AFEAH o2 ApAE
Z7F UeRd 4= Slth o] &= Myers and Majluf(1984)°1 4 = 53151 %] HHt A o] EA3}=
FelA FElARl FAAES TS FUIE TPt 1 ote 7150l 72 EE A7](timing)
£ At F4 S Bstea she A &7] Wl o]¢ #Zol] 713|Fo Ao r Pgote 7]
d= VA FGrleta, wekA el 71 F49 7ML O Yot &, AR 2EH| &2 T
oAl = Blojth o] A% ¥ £dFEES 7 o FARI| JHgE AaS 25t
ol Adste] Fab5 kAl £ 7heAde] At ol2ld A4S FEET? 5]
< Z2gste Al AAZE SHE 5 dvhe A A, BAEdAE ol d&e A
(Lemon’s Problem)g}al%= 3ttt

olof wha o] Azt w}ﬂ' eri 2L A ake]l A s E EAETE Y Tk o
& =ol A AFg=o] AAe] At
ALt gllo] gt A = 7S sk }\ELO]"EI}E
AFS Fold B2 Ay 7t A3 Hart 1983 ; Schmidt 1997). Giroud and Mueller
(2010)¢] AFolM e 2ol gle W FaFA Aol vehd + doka e, ole 240l
AT BF BLFTA FEAM AT FEoR B ST e 4 Sk

LI AE AR Aol AgE @A 719l S FolalBAAE ] 71l vig 2utE &
@2 87l fl8l o AAsta A ekek JEE aFste] 71ge] Rl AlFete F e o] wot

] 2 4% 9lti(Bamber and Cheon 1998 ; Darrough and Stoughton 1990).
3% 7190l Bfsta e duo] dUder Ao Fapge] 553 71gely FajH]&o]
zof 371 Aol of#& 7Igelgtal ste et 3|Akel TR} Abolol] HH BT 0] el A

=
o ¥A2 ABF FEAA & 7hsAel Bokarh

ofl
mlo
o)
=
E
ol

Cls
!

5 UG o R ) HEFA} O Bol
= 93, A9 A 45150 8l BaFATL F A7 vk FE e 3}
2%A 3 M B TAe] Bt e BRI E 45 2AS Fa) 8918 Hojol
@ BAlolmE, theat 2ol AT/HEY Fu ML AP

Ph2  FEAANS ABFET FLFA Aolo felHel BATE EAA e

=
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AWelA 7199 A3 fE&e JFEE Uehl= HHIE ©f

HE AFAAE g o MPAFEo] FEA R ARES vb 9l

"/}(Boone et al. 2012 ; Chen et al. 2015 ; Dhaliwal et al. 2014 ; Kallapur et al. 2010 ; <45 &

2014 ; 2143 5 2014). A9 ERE ?‘&%E%’*C{j FKSIC) TEFE 7|2 it of

el 4 () o] Z} Al &ate 7IdEe FaiEdelA 7 71de] mj=do] ApA|st=
A

H A fres 223 5§ 2 AR Alae &S Alitste] HHIE skl

e
re
-
=2
2
o
o2,
'r‘ St
rir
A
>
Q,

HHI= ZV][S,;/S]2 D

i=1

N =7Hd AU 719 Ee]
s; =714 i9 W=

S :7Htu /R]—cg_,] }_ HZOH.

2. FAEEHS 574

E A& Biddle et al.(2009)°] 19H FAEE&A SHHUES AFESIN UL Biddle et al.
(2009) 7ol Efrstal sl da3 FAH|EY] 27]dd wet 7199 A FA 2 AAaFA)
S ST a5 Efaao] 2 7192 dEJEAR st B FAE S =
o] =Tt}(Jensen 1986 ; Blanchard et al. 1994 ; Opler et al. 1999). H=3F H-xju]&o] H& 7|2
et FAFHo R Q3| R REH AgE 22 7o WolA HaFAE & 7ol
ETHMyers 1977). wWebA] dgo] B FAH]Eo] W& 719 FFA Al 52 7IHew
TE5ta, 2 dgo] 3 Fajnjgo] 22 7Y AT o] =& 7o g Hols
ATt

17) B A7) ALgE BEE f712AAY 4% I9ERA, HHIESE $715808 3971958 o
g3} Fgetech el 2t A FPIGES Fokel] HH M5 E $3 2o Aoz
zolslod
S EO]'M
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r

ﬂll

A B Aol S 0dlA 974A 9] 105 F L2 etk Fau &2 WA —1S F3 F 0
oA 9742] 9] 10%]—}2 ro] FAH|E9] gho] AAFE HYFAE & 7teio] =& A
2 M3t} 2 v dF @ FAEES 105522 Ve @ 242 92 Yol 1 ko] 0
14}ol9] e Ve =2 233 S F gk (OVER)& 2F=3t3ith18) o] o ZFo] A4kt
BHas Aol B FAHEo] F2FE 19 gl 2] Wi, ol VIdES B
< 28

S35 vig dFo R FY A Aol &
[e]
=

f
o
o
=N

19 A0

AZEA Ao 105F 22 o] A4 OVER ¥4 tﬁﬂ ?‘8%?% ‘;l Fau &2 Ve

We AdSHATE AR vro] |9 gho] 0 14be]9] ghE 7THEE 243 A&
(OVERFIRM)E 143 BA % FrhH o=z 33519

B AT M S 918 AHeE A 4 (% 2o

INV,, | = o+ B, HHI, + B, HHI, < OVER, + B, OVER, + 3,SIZE, + B; MTB,
+ B3 TANG, + 3; CFOSALE, + 34A GE, + B,LOSS, + 8,,SDCFO,
+ 311SDSALES, + 3,,SDINV, + 3,3, BSIZE, + 3,,BOUT,
+ 813 AUDCOM, + B,s FOWN, + 1, LOWN, + 3,s MOWN,
+ By COMP, + Boy DMOWN, + SIND+ X YEAR+ ¢, ?)

R FAHINV)E A4719] Fag oz AREx e} Af7han]e] ol A
13 ASrdde 2beh gho 2 AlLtstlth o] 219 #ilwee 744
T & HHIZ o] &3al3ith A< niel o] HHIZE EolAlH A47199] AUl A3 80
AA 7] Wiel NELde] 7|t AAEE WolA Al "k OVERE 1 ko] 1o 245
B FATo] Ea1, 0% A5l FaFAGFgo] & Ao At 2 2)9 IAAF
B 7190l HAEFAE & 7hsAo] =2 4S5 OVER=08] 4-9) AFAA =7} 27] T4t
o MXE IS Hepdeh ek HAaFA SEo] w2 AddA GBI ST EE
£ HHVF 2 82) 27] Bt S71thd B, F98 ()9 #S Y Zeolth 5 7

4 @A %%
o

Tt A=

rO F-E
:1

™

r\

18) g FARE& 555 44 0014 1Akel9 #hE JEMIES 233 o= 0.000, 0.111,
0.222, 0.333, 0.444, 0.556, -+, 0.889, 1.0002} <& k< 7t} a8ln F /e 539 Alsdaae
0.000, 0.056, 0.111, ---, 0.889, 0.944, 1.0002] 19749 3 = s} & 7HAth
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oz Esta AFARA = SIS S (B HHVZF 2484
W3, + B T ()Y #S 7HE Aot ol FYFAE & rleAo] B A g I

PEAE A Furhe ou2 FALEYe] FYRTGL & 5 Uk WA B, + 5,0] FF
}1\-]:
%

N
N
=
Y
N
N
oy
P>
o
v}

)

S(—)Y @S HolW, ApdA o7 3] T} Eo] =8 AFglof|A
2 BFAE drhe A onidtt. F, FAE A4S steke 3
21 @9llA #AHE o] 9ol 719e] A7) Bl ks n1AE F e 89S SASI 719t
T(SIZE)7} 231, AFAMTB)o] o, £A4(L0SS)0l &&4S Agzgo] 40|37 uid
E27b 71 Ao g2 dAEtkBiddle and Hilary 2006 ; Biddle et al. 2009). &&<HkA]
(CFOSALE)°| %31 FA5 Bol g 7|9(TANG)< 27| FAE B3 2102 o S THRichardson
2006). B3+ FHAHAGEE 11 7192 FAP13] 7 oA o2 A2 A0 dl/FEr o] tisie
W %5J(SDCFO, SDSALES, SDINV)o] FAjol ks njd Aoz o d5o] BARSTRE 23319
(Biddle et al. 2009).
B AT 54 A AR =Tt AR e gt FAEEd 9% T
<A A skE vl AUtk weba] 7199 FAbel] FEFE vl e oA R(BSIZE), 59
210 o] AF3)(BOUT) & 7HA1 93|(AUDCOM)&F 2 Ui £ SAHFR Fotet
ATt ©|Ak3] FE(BSIZE)7F AAGE AU o] 58940 e BAgste] A<l A
%
=
5

it
N

i
N
=
Y
BN
g
b

71%5S ST F Ah(Xie et al. 2003). RFA oAl FE7F AXA HW B EEH HE7

& 7lsAE EA8E7] W&ol (Yermack 1996) 2 ©]Al3] T+ R (BSIZE)= A& &4 0] 7+

Atk EHAQ o]A18(BOUT) ¥ A9 S|(AUDCOM)E 749 Ate] JA2g o o

20l =755 3P 5te](Beasley 1996 ; Blue Ribbon Committee 1999) 7]1¢1 2] ¥} =3t

FAE AAE o o FHrt g 7|9 afF2et #Este] 950FFAE-E&(FOWN)

FTAEELOWN)S BAlAthErds) - Adid 2012). ¢, 7]de] EA W ol 2}

AGAte] EAE AT FAEEA ] Bl fFefnld G nA F Sl ol F BAIE] ¢

TE(MOWN), 97 HAdEH(COMP), B9 &4 9JAUA] 221 3%

AJAE FiEsk7] Aste] 2F7A QA Ao 75 S48k HrHS(DMOWN)E F7HE B4
ATl A 5 2005 ; AAE 5 2014).

&t
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29 44 % AR 24

N
bl

Aoz tgdt e 21g EdE )

o
=

e 7N 3gEe i 719
voz Agsdt

o rfx
B R

hin'd

(1) 2002155 2011 Bt F7HadAgol A 71919
O

(2) 25 &t &
3) 129 AAF A el

= 1

(4) Aol ZHEA e 719

+r
4

XN,

(5) =287 HEel KIS—VALUEOM AFARE 358 4 dE 714
(6) TS200011A4] ©]x13] 2 AR HS] ARE FE2 F e 7Y

F49 el 1de AR Az
oA Aleleldon], Bl £44S Sua) fa 129 A2 719
@ AR Lol 719e 44 JLYRES AT Bea] @] WRe] Ei
ZEAIA Ltk ARARE B3 8571 HE] KIS VALUESIN FZ319 0m, o] A1)
% AR, ARE QTR TS2000 eIl el 2EAS, £ 2 e

of X3t SEA7E A Aol vAE &S wiAls] Al BE e A9 1% 5H 1%
o sldet= F 2] 72 Winsorization ¥4 0.2 A 2]ttt Hsﬂr 2o NAINZE Edle] B
Aol o] &¥ HF R /e 414300

19) S7F2AA A A48 7197 Z2~HKOSDAQ) Ao 44 24713) 9 AHEzL73] F
o zfel7} ek whebA] B =EellM s Bt FEAS 7] 918t 7t AA
AAE 71GeE U R BT 1ey IAEAAS 8 E?}é‘}@l S P s =7

gl

T2 A AA =S

f
i,
N

. T2
rlo
-{m
)

o 2
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CE 1> JI88A (BEX £=4,143)

Mo 4o EFEEHA FHa@t AR SfIF 3AEfls EO#
INV 4.906 6.640 —16.135 1.182 3.448 7.141 30.964
HHI 0.235 0.190 0.054 0.085 0.186 0.301 1.000
OVER 0.498 0.240 0.000 0.333 0.500 0.667 1.000
OVERFIRM 0.509 0.225 0.000 0.345 0.504 0.677 1.000
SIZE 18.419 1.743 15.466 17.163 18.091 19.333 23.442
MTB 0.994 0.987 0.110 0.395 0.674 1.195 6.124
TANG 0.198 0.139 0.002 0.094 0.169 0.269 0.635
CFOSALE 0.055 0.117 —0.456 0.006 0.058 0.112 0.403
AGE 17.742 10.903 0.000 9.000 17.000 27.000 43.000
LOSS 0.178 0.383 0.000 0.000 0.000 0.000 1.000
SDCFO 0.067 0.047 0.008 0.036 0.055 0.083 0.271
SDSALES 0.201 0.185 0.018 0.089 0.148 0.247 1.195
SDINV 4.692 5.184 0.166 1.569 2.937 5.704 30.803
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AR 2ol T o)l ZIdeld 1, a¥A o 0.
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85 HEES (1) INV @ INV @ INV VIF
YR Dummy N/A x3 23 ¥t
IND Dummy N/A ¥3 23 x3

A4 (p—value)
(HHI+HHI*OVER=0)

+% R? 0.193 0.190 0.193
4,143 4,143 4,143

EN
2t Aol FARE MR Gl e BT 2AE HoErh B4 AHE

INV, | = a+ 0, HHI, + 3,HHI, < OVER, + 3,0 VER, + 3, SIZE, + 3, MTB, + ; TANG, + 3, CFOSALE,
+B,AGE, + ,LOSS, + 3,)SDCFO, + B, SDSALES, + (3, SDINV, + 3, BSIZE, + 3, , BOUT,
+ 8,5 AUDCOM, + B, FOWN, + 3,; LOWN, + B, MOWN, + 3,y COMP, + 3, DMOWN,
+ XIND+ SYEAR+e,
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AAREEC] Tl o8l Z1geld 1, agA] ¥em 0.

o, o) FAte] TS ST old AERIFEE S Btk dage 2 FA
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HJEa A AE5HMF(OVERFIRM)E S 32 v, OVERFIRME #2]3F (+)2] Al
s Hol, I Aol d#HA HJFa) 7heol B A elAE A FAL =2 AL
BFo1et3ith HHIE #2l3kA] &2 AF#he Ho faTa) 7tsAo] 54545 A4 5E 7
Aol FAtol= 4TS vAA gethe 47E Btk =3 HHI® HHI*OVER AlG<] §
(B + Bo) e AFFoA B8 3 A 43 ()9 @S B HJFA 5o & 45
AqU Aol A4S B FEAL Z8ke 2E Hustgh ol g At Ay AA
o2 3] 71gEe] AANAN sels] sl BIFA ol FAE o SN E
L o7 A=)

(B 4 WYSA NS CiNjES B2 ASHLE SR S
EES EES (1) INV 2) INV
HERE e RS
DOVERZ =Xt 42 OVERFIRMS 2 ZX3 Z2

—13.385 — 14242

Intercept ? (—4.89)" (—5.100)""
B —0.812 0.689
el y (—0.85) (0.45)
HHI*DOVER v ~2.265 —5.225

(*:= HHI*OVERFIRM) (—2.02)" (—2.08)"

DOVER N 1.064 3.839

(Y= OVERFIRM) (3.34)™ (5.00)™
0.516 0.432

SIZE + g™ oy
0.661 0.775

MTB + (5.47)"" (630)™
6.904 7.538

TANG + (8.18)" ®77)"
4877 4356

CFOSALE + (535" G
B —0.045 —0.635

AGE (—477)" (—4.79)"
3 2236 —2.154

Loss (—821)™ (—7.89)"
B 9.706 9.739

SPCFo + (4.06)" (4.08)""
B ~1.097 —0.710
SDSALES +/ (—1.83) 118
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SDINV + 6.73)™ 6.75)™
0.085 0.151
BSIZE + (0.27) (0.48)
—0.319 —0.199
Bour (—0.32) (—0.20)
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#MoF &R (1) v @ NV % 4 NV
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P : (—4.75)" (—4.81)" (—4.62) (—5.29)™
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+ B,y COMP, + 3,y DMOWN, + SIND+ S YEAR+e,

INV,

t+1

I35 ol dE FR= t— AT UER A, *, wx, T3 e AlFgE0] 10%, 5%, 183 1% FolA

EAR o fosltte AL Julgth W] gigk A Fole e 2ok

INV=(AEEZ+ A7) - 5 2qt AEoz Q3 A FFU M)+ 100/22 ; HHI=2HE A= ¥ &4

D3 HlY A4 ; CR3=wEe] /M 2 3/ 719 viEAe] L At W AA 7199 viEde] Fo

2 U 3 OVER=3F &5 9 FA8&+(— DS 42 10892 Yie & 2 gho] 0014 1Ake]9] &

Y =2 2480, 249 F 3o 43S 415, 33 52 dF € d257HES 2440es s
o =

go AL, AL FLAE FANOE W OB AN,



AeEdol ojxls g 217

-m
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<H 6> FARSY0| et tiete] EYX| (AN FAeE

—Jlf FAE)E AST 87

B 5 HEfs (1) Over—investment (2) Under—investment
Intercept ) 0.855 0.500
(0.56) (0.19)
e =
SIZE i _(zéégg)* _(21933)
| e o
TANG + (};22) 7(263.;2)
crosiLE ; 1 0
4GE - Gy 030)
Loss - 15 04y @19
SDCFO +/— 1(56.32)* 1(26;%
SDSALES +/— 7(245.22)** 7(260.35)
SDINV +/— (3'022)“* (263.?3)
BSIZE +/— 7%?8(5)) 7(2698(3))
BOUT - 005 004
wcon |- i oo
oy |- i i
LOWN +- " o16 o
oy |- o o
cow | o K
DMOWN +/— ‘242%) ‘zooj;‘)
YR Dummy N/A ¥ x3
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Pseudo R? 0.062 0.075
wEA F 3,138 3,138
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The Effect of Industry -level Competition
on Investment Efficiency”

Jungeun Cho** - Ahrum Choi***

<{Abstract>

This study examines the effect of industry —level product market competition on investment efficiency
of a firm. Investment efficiency indicates a situation where there exists neither over —investment
nor under —investment. First of all, the level of competition can cause over —investment in two aspects.
First, managers’ empire building incentives may be intensified under severe competition. Second,
under intense competition, managers may be reluctant to release important information to minimize
proprietary costs, which leads to over—investment. On the other hand, the level of competition hinders
over —investment, attaining investment efficiency. Competition plays an external governance mechanism
which enforces managers to exercise their best efforts not to fall behind in the competition. Also,
competition may encourage the spread of information in the capital market, reducing information
asymmetry and thereby reducing over—investment. Similar predictions can be applied to the case
of under —investment. Severe competition may deter investment if managers stand still to avoid high
bankruptcy risk. Also, reduced information disclosure under competition may get rid of investment
opportunity itself. On the other hand, if managers do their best not to fall behind in the competition
or if they disclose more information to the market under the intense competition, under —investment
is unlikely to happen.

We test these predictions using firms listed in Korea Stock Exchange over the period from 2002
to 2011. The empirical findings support the unfavorable effect of competition with regard to over —
investment. Specifically, we document that the tendency to over—invest increases for the firms that
face intense market competition when firms are likely to over—invest. However, we fail to find
any evidence that managers tend to under —invest. These findings suggest that competition may generate
negative consequences for managers’ efficient investment decisions. We believe that these findings
provide several valuable insights into the negative effect of industry —level competition on the investment
efficiency, especially for regulators, managers, and other various outside stakeholders.

<Key words> Investment efficiency, Competition, Over—(Under—) Investment, External governance mechanism
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