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Abstract In this study, we examined the effects of the Korean government's regulation enacted in 2014
on the corporate values of 1,312 Korean listed companies (year-firm) that belonged to Chaebol groups.
Long-term supply contracts, loans, and credit grants are assumed to be the preferred means of
expropriation by controlling shareholders. Results were as follows. First, there was no evidence that
regulatory designated status affected corporate value. No evidence was found that the designated status
of a firm affected corporate value after regulation introduction. Second, a relationship change with
corporate value was found for long-term supply contracts and credit grants. Long-term supply contracts
pre-regulation introduction showed a positive relationship with corporate value, but after 2014 this
relationship disappeared. This result suggests that before enforcement of the regulation, long-term
supply contracts between related parties improved transaction efficiency and had a positive effect on
corporate value. On the contrary, credit grants showed a negative relationship after 2014, which implies
that Chaebol companies used those internal transactions as a means of expropriation despite increased
monitoring by the regulatory agency.
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Table 12 2008QA+E 2019W7H]9] HEo| gt
7+ W=0] 7|&BAES 993t Ao}, Table 1004 A
W7 AAREES B, 7| A7H(MB)= F4 0.3268
ol 4 o 5.65084H0|™, B2 1.162080]c}. A
YA R Xd)= B 0.2222%, AE71d A
AR 22.22 %7 HAHAE & & Uk AEF
AKRPT Ltc)S W& ofE] A 0.00 %A
114.85 %17, B2 9.80 %Itk tolH RPT_Loan)yS
FAAE tH] 24 0.00 %OllA F 10.77 %°1iL, B
L 0.46%°]ct. A8TA(RPT_Credit)= ZAM4E OH]
4 0.00 %A Zf 124.85 %11, Ha-2 4.43 %elct.

TANS AE71H99] 2 AAHHAFAAE A5
o|%x} o] &|7EO R LRo] AIRIHF SThAS0] Wkgh
2 B ANEFAKRPT Ltc), NAHRPT Loan),
A&-FA(RPT_Credit) B5FoA A A|F o]F7} ¢
EA et ok WREAHRE AR ARJEFH A

All samples of Chaebol companies Samples of dESignéted Chaebol Sir;lrp;le?psgdiggasgiocc?rﬁzgifs
variable companies enforcement of regulation
(2014~2019, 1,080 observations) (2014~2019, 232 observations) (2008 " 2013, 232 observations)
mean | Std.Dev min. max. mean | Std.Dev min. max. mean | Std.Dev min. max.
MB 1.1620| 0.7694| 0.3268| 5.6508 | 1.0679| 0.6676| 0.2866| 4.7646| 1.0328| 0.5093| 0.3552| 2.8226
Xd 0.2222| 0.4159| 0.0000| 1.0000 - - - - - - - -
RPT Itc 0.0980| 0.2255| 0.0000| 1.1485| 0.1029| 0.2525| 0.0000| 1.5323| 0.0592| 0.1700| 0.0000| 0.9753
RPT Loan 0.0046 | 0.0159| 0.0000| 0.1077| 0.0049| 0.0148| 0.0000| 0.0748| 0.0034| 0.0149| 0.0000| 0.0916
RPT Credil 0.0443| 0.1673| 0.0000 1.2485| 0.0399| 0.1394] 0.0000| 0.9441 0.0366| 0.1160 | 0.0000| 0.7580
QOuwner 0.1202| 0.1822| 0.0000| 0.8498| 0.3780| 0.1414| 0.0000| 0.8498| 0.3512| 0.1617| 0.0000| 0.7898
ROA 0.0391| 0.0452| -0.1021| 0.1995| 0.0358 | 0.0290| -0.3268| 0.1205| 0.0475| 0.0446| -0.0761| 0.1918
Size 28.3856 1.5240 | 24.9170 | 31.8814 | 28.3279 1.2730 | 25.4587 | 31.1993 | 28.1232 1.2525 | 24.7867 | 30.0142
Growth 0.0558 | 0.3242| -0.6246| 2.2277| 0.0446| 0.3321| -0.9426| 1.6827| 0.1175| 0.4973| -0.9578 | 2.9031
Leverage 0.4342| 0.2118| 0.0249| 0.9490| 0.3632| 0.2086| 0.0262| 0.7815| 0.4163| 0.2044| 0.3193| 0.7260
Foreign 0.1555| 0.1403| 0.0000| 0.7896| 0.1332| 0.1004| 0.0002| 0.5483| 0.1365| 0.1286| 0.0000| 0.5601
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-10.21%, &l 19.95 %°], B 3.91 %°lck. 71AHF=
(Size) = 4 24.9170, Zo 31.88140]1, B 28.3856
oltt. A4S HolFe mEdZIIE(Growth) 2 A
-62.46 %, Z|H 222.77 %°\al, B+ 5.58 %°ltk. G
HolFe fE|Au&(Leverage )& i 2.49 %,
94.90 %0111, Wt 43.42 %elct. J=ANEE(Foreign)
2 24 0.00 %, Zd 78.96 %°|1, Ha 15.55 %°|ck

Table 2= 20149~20199 717ke] Ajd7| AXE
Fof tiste] ZF W 7he) AT AE UERd Aol o
714 ARIEAFAN IR HrH(Xd)2 7171
(MB) 7rolle Fejvlgt £(-)9] #AE Eolx ot &
7183AF FH(RPT L)) WEAHRE 71971
(MB)2} F9J3t B(H)9] JHPAE Eoli Sirt

WA RPT Loan)dt ALZA(RPT Credit) F
go] A b2 folnst ¥ ATaAIE YE
Wi Qlck. dolgat 41830 g A7 71
7FA e} B(-)9] AHBAR VR A2 tiojFolu, A
FRZ 9 guAgy) 22 8o AujFFe] Al
By oz 289 /Aol A& Aoz oFE &
otk IZEAE o]E W7ol wie ARTATOR o
u] QA sj4ske Hlole A7 Ak

FARYO] AN 7HsAE e et 74 &
o] EAAASVIDEG S48 2 A3 VIFZE
1.03~2.6424 BAZCR 385 HY Wl = A

Table 2. Pearson Correlation Coefficients

og et
4.2 HSENZENL
4.2.1 [PHE1]0 CHEH THEXtZE S|P A
Table 32 PM11& AS5P] fiste] AMd714& o
oz [HP11E AREstol ARG Aol 7197}
Aol WA G BAT Fajolet. BA47|7H2 2014
d~201997H49) 671 dg tid o= siick Table 3
oA 231, B), Gy FAHS A% Ff A=) axt
g B3 Anel1, B2, (@), (02 FAHE A%
& Awol MAe FFE AT Aol
TFARS7IGAA ] 7197kl Al AAL 9
T2 dehlls FAAEAY Gulis(Xd)e] A
(BPE BHH, (D~O)RF ZFoA vlFo4el ghe B
ojar itk FAR Aol 717l frofsHAl YT
TAtE $71E #UE & e Aol Wit
7197 ko] @A AN IA o7t 2 EIL
EAsR7ke Hetdls 6, + 400ME B HlRelE o
2 UEhbA RO IFBAE ST = Qirk ol &
= AE7 QoA AREFFAIN 7R 270l 71971
ol A9 FFE A Aol FH1le] AAH: T
AL AT 5 gle Aolth. W Table 3004 W+
Aot 71971 9] BAE AwEHE, 73k
FE o] WRAMRPT Ltc)= 7197 B+ IF
& A Ao® yehta gict olg Ale 23(1)
& 0lA FBHoE Yehtes 2o, 47I3EA%
FE9] YA s AHiFFol ot Al o=
o857 Hrh= Ad 584 SHlAN L8Ho=A 7
A7 g5l 71ofske Aoz olsid &= qlrh

RPT RPT RPT

MB Xd _Ltc _Loan _Credit

QOuner ROA Size Growth Leverage Foreign

MB 1.0000

Xd -0.0608™  1.0000

RPT Itc 0.0529*  -0.0080 1.0000

RPT Loan |-0.0669** 0.0103 0.0191 1.0000

RPT Credit|-0.0723"  0.0041 0.0061 0.1726** 1.0000

Ouwner -0.0488 0.7293** -0.0285 0.0044 -0.0224
ROA 0.3343™* -0.0327  -0.0094  -0.0366 -0.0981***
Size -0.0539* -0.0185 0.0257  -0.0153 0.0695%**
Grouwth 0.0900** 0.0118  -0.0041  -0.0506*  -0.0630**
Leverage |-0.1055"* -0.1656™** -0.0867*** -0.1209**  0.0933***
Foreign 0.1689™* -0.0858™** 0.0679** -0.0445 0.0042

1.0000

0.0731**  1.0000

-0.0302 0.0546* 1.0000

-0.0566*  0.1283** -0.0195 1.0000

-0.2180** -0.2525** 0.1768** -0.0655** 1.0000
-0.1373** 0.3586™* 0.6422*** 0.0068  -0.2196*** 1.0000

Note: ** ** and * denote 1%, 5%, and 10% significance level respectively.
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Table 394 WA RPT_Loan)°lLt
(RPT_Credit)§ele] WEANE 71 97Hx19k Solulat
FHAS BT 4 giek. ol S5TAe] dhat o
ololut 418017} 717l ofw JaEE mlX|EA]
SIg 4 gl A, ofSo] AujFo] oJs) Aol
2 fom BgELA WA otk

418591

Table 39] AT}g FFFHoR By, 5 AE7]go]
olo] ARIHATFAN 7Y Aol 57t ARt 71
71X 7k0] A G ATHE FAL AT 4 9
e Aolth & ARHATFAAES A7 A8
Jel FeETE YSiATE FAL gl 4 g 2
ol

Table 3. Results of regression analysis about the effect of regulations on the relationship between designation
status and corporate value

@ () ?) (4) () ©)
Xd, -0.1046 -0.1074 -0.0981
(-1.33) (-1.45) (-1.31)
Xd, 0.0363 0.0239 0.0229
0.45) 0.29) 0.28)
RPT ILtc 0.2134*** 0.2717**
(2.36) 2.71)
RPT Loan -1.0293 -0.7926
(-0.88) (-0.60)
RPT Credit -0.0247 -0.0304
(-0.24) (-0.21)
Xd, X RPT Itc -0.0884
(-0.45)
Xd,_, < RPT Itc -0.2258
(-1.09)
Xd, X RPT Loan 0.7950
0.23)
Xd, | X RPT Loan 0.3567
(0.09)
Xd, X RPT Credit -0.0413
(-0.10)
Xd, | X RPT Credit -0.1654
(-0.41)
Ouner 0.4371* 0.0750 0.4166* 0.0383 0.4149* 0.0415
(1.90) (0.28) (1.81) (0.19 (1.80) 0.15)
ROA 2.9870™** 2.4564™* 3.0224%* 2.5451%** 2.9882"** 2.5161%**
(6.08) (4.45) 6.11) (4.58) (6.06) (4.53)
Size -0.2626™** -0.2434™** -0.2681*** -0.2531%" -0.2679™* -0.2519™*
(-3.82) (-2.67) (-3.88) (-2.76) (-3.88) (-2.75)
Growth -0.1637*** -0.1439*** -0.1645%** -0.1432%* -0.1641"** -0.1434***
(-3.66) (-3.06) (-3.66) (-3.02) (-3.66) (-3.03)
ieverage 0.6967*** 0.4924** 0.6986™** 0.5074** 0.6974*** 0.4990**
(3.72) (2.18) (3.73) (2.24) (3.72) (2.20)
Foreign 0.5718* 0.5985* 0.5639* 0.5647 0.5576* 0.5623
(1.84) (1.70) (1.80) (1.59) (1.78) (1.58)
constant 8.0695*** 7.6389*** 8.2504*** 7.9421%* 8.2449* 7.9105%*
4.17) (3.00) (4.25) (3.10) (4.25) (3.09)
g statistics 1,246.84™** 948.43™** 1,250.34%* 947.12%* 1,244.26™** 94424
m statistics 32,97 19.44** 3217 19.35** 32.59™ 18.94™*
Model fixed effects fixed effects fixed effects fixed effects fixed effects fixed effects
No. of observations 1,080 905 1,080 905 1,080 905
F-value 9.56™** 5.80** 8.91™ 4.96™* 8.83™* 4.96™*
R2 0.0930 0.0727 0.0872 0.0629 0.0865 0.0629

Note: *** ** and * denote 1%, 5%, and 10% significance level respectively. Numbers in () denote t-value.
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4.2.2 [7PH42]0f CHEt THEXIE 3|HEAMAt

Table 4= [7H218 A5 fl5te, (2208 A
85t AwA| o]H3}t o] 7|7t Rt YRAHE} 7
A7HA] 7he] A W3t ojig B4 Adtolt. o]
gt B ARlEAAgSe R AYE AErdS
oz 19Tt Table 4914 (1)~(3)X¥-2 20084
~20199(12789)717+& B3 AFto|x, ()~(6)2F
L A% AFolA 7|7kl 2008¥ ~2013E (G S &
23t Aol (7)~(9)EFL 20143 ~20199(674)
9] A= Al o|F7|7he Bt Ato|tt. FUT 71
BES oz BAg AilolA WAL} 7|71
7k AL Al Algoz Hepyt Azickd, 1AL 5
AAZ APl avtetal A 4= Qlok

Table 4014 WA A7|5FAt Fee] HEAH

(RPT Ltc)s BH, AA7IZEE B4 Zg(DollA &
AAL7E 0.3935(2=3.60)F 7197H12t -2t F(+)]
TAZ Yepdar Qiet. g A7 oA EARl
o] A7 FFAF e WEAE= AlEy sog
LEEV|ETGE 7G7HRE SV o] "ok
A& & 4 Sk

TAAE A3 7170 B 23@)et ZH(7)S &
9, 3 AAS7 42 0.2884(2=2.02)2F 0.0087(t=0.08)
2 Uehta ik gk A7 Goll A AFlEHFAIA =
A o|Holl= F7EFAF B WEANZT 7147F
A Z7MA71E g9lo g ZgsIAI, Ax AlF o]
Fol= o=t BAZE AR AL & & QlTh ol A
JHATFAAZ A% o]l ALAL 2+ A7 53AF
Fejo] WRAHF AREEAE 7HHSt 71D Ao

Table 4. Results of regression analysis: the comparison of relationship change between internal trade and
corporate value before/after enforcement of the regulations on the designated Chaebol companies.

Duration Before enforcement of regulation After enforcement of regulation
(2008~2019) (2008~2013) (2014~2019)

&) () ®) (4) 5 © @) ® ©)
RPT Itc 0.3935*** 0.2884** 0.0087

(3.60) (2.02) (0.08)
RPT Loan 0.0836 -0.8632 -0.4055

(0.05) (-0.50) (-0.20)
RPT Credit 0.1137 -0.3560 -0.3463*
(0.65) (-1.13) (-1.88)

Ouwner 0.8076™* 1.1517"* 1.1623** 0.4944** 0.5124** 0.4903** -0.7548 -0.7592 -0.8365*

(3.36) (4.35) (4.39) (2.13) 2.17) (2.07) (-1.52) (-1.53) (-1.70)
ROA 2.5118™*  2.1798*** 2.1631%* 2.6249™*  2.5957** 2.6124** 3.3834** 3.4116™* 3.4866™*

(4.15) (3.42) (3.39) (4.92) (4.80) (4.89) (3.48) (3.47) (3.62)
Size -0.0352 -0.0536 -0.0524 0.0431 0.0429 0.0418 -0.9001**  -0.9001***  -0.9359***

(-0.98) (-1.01) (-0.99) (1.06) (1.02) (1.00) (-10.55) (-10.57) (-10.84)
Growth -0.0097 -0.0268 -0.0249 -0.0227 -0.0306 -0.0361 -0.0310 -0.0325 -0.0453

(-0.23) (-0.60) (-0.56) (-0.55) (-0.74) (-0.86) (-0.51) (-0.54) (-0.75)
Leverage 0.3274* 0.3891* 0.3818* 0.2401 0.2217 0.2293 2.5850™* 2.5890™** 2.6195%**

(1.89) (1.80) (1.76) (1.13) (1.01) (1.05) 9.42) (9.46) (9.66)
Foreign 1.4951%  1.8315%* 1.8156™* 1.2349"* 1.3228** 1.3448**  -0.5304* -0.5319 -0.4865

(4.96) (5.26) (5.27) (3.85) (4.05) (4.19) (-1.14 (-1.15) (-1.06)
constant 1.2708 1.6474 1.6130 -0.7631 -0.7426 -0.7002 25.8633™*  25.8655™*  26.9023***

(1.29) (1.12) (1.09) (-0.69) (-0.65) (-0.61) (10.59) (10.62) (10.88)
g statistics 439.77*%  432.37%* 425.10"* 195.92%*  211.89™* 212.16™** 208.75% 213.13™* 208.18™**
m statistics 11.05 13.39** 13.41% 10.99 9.33 10.79 70.41%* 72.31% 93.07**
Model rj&g;? fixed effects fixed effects rsg:;? rjfl}j;)gl r:ggs[? fixed effects fixed effects fixed effects
No. of Obs. 464 464 464 232 232 232 232 232 232
F-value 8.02%** 8.09** 24.69*** 24.70™* 25.70™*
Wald x* 74114 72.29%* 66.86™** 68.10%*
R? 0.1441 0.1220 0.1229 0.2148 0.2147 0.2235 0.5012 0.5013 0.5112

Note: ™ ™ “and ™ denote 1%, 5%, and 10% significance level respectively. Numbers in (') denote t-value in case of the fixed eftects
model, and z-value in case of the random effects model.
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AoR FFZ UHARL A= AJFY olFols W
7ol disiA A A= A1 A7l s ohEE iR
Al AAE AAA o= ol avpt ofskd A
o= olgfd 4= Qltk. o]9t & A4S Table 19 7|&
SAFNA HokRol FAAIE=S APz iAo
it ARl A7 et AEol e =otal 2.5]2 bl
Zo)A AAshe WA EIFol S7HBE 5.92 % —~
10.29 %)3tHA 542 FFBAE AR Aoz B
AUt

tota Bl WRAMN(RPT Loan)E EH, 23471
ZHEF(Q) E AAAE A o] H7IZHEF (@) °1F
7IZHEFG) ZFoNA 71479 el IFEAIE
RIS = QUok. AFJEFHFAA =S AlFdo] iAot
7197HA 2] AR YF= iRt e ERlE
T fe Aot

859 Fee] WRAMRPT Credityg B, A
A7IZEe AR ZYG)T FAAE Al o] 71ZHE Y
©)olA  AAAS7E 42 0.1137  (1=0.65% -
0.3560(z=-1.13)2.& 7|47I*|¢} Folt JFHAE
AT = gt T2 AIAIRE AR 017 1ZHEF )
A A7 -0.3463 (t=-1.88)2.2 F(-)9] FF&
AZ Yeial ot ol ARJEFATAAR Aoz
A7 ZAZE ARk dEolE E7etal 71dEel
4850l o WRANE S7HAIA AT A
w3 o s FEsiele 7HedS BoiFe Aot

Table 49] 235 Fgs H, R0l AlFsta
W= ARJEFFAA T = AE7IA WAt
7197HA be] BAol FFe mits 7= TEEA
et S PHE2E AAskE S8 2 & 8l
7197HAel mAls Yol A7IsdA %S A8 3
go] WA A A= A3 o] Fo] fFeofdt HekE
EfiA|Rt, ol= AIAE A9 avElr| ke Wi
HE SAISHAL A= Al APl &5k o7
2t wlsh F71sEAd T 41850 HlFo] S7HE] Y
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