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Abstract

investment for a sample of 30,705 company-years for Korean firms listed on stock markets from

This paper examines the relationship between institutional blockholders and corporate

2002-2021. The empirical analysis results are as follows. It was confirmed that institutional blockholders'
ownership and corporate investments had an inverted U-shaped nonlinear relationship. In the range of
0 to 11.52%, institutional blockholder ownership had a positive effect on corporate investments, but in
the range above that, such ownership had a negative effect. It could be understood that the monitoring
effect from institutional blockholder ownership is dominant from 0 to 11.52%. In addition, if it is higher
than 11.52%, the incentive to ease overinvestment problems and pursue private profit is greater than the
monitoring effect. It is understood that the inverse U-shaped nonlinear relationship between institutional
blockholder ownership and corporate investment is due to the stronger characteristics of non-chaebol

companies compared to chaebols.
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1. M
b AFRA A= 71 BFEAAY] Bf A &) A
£Hog Frleta Qla, 1 L AR ot S
AEAFO]  ZERASL T FEAEY  71ESt
(institutionalization)@4}o] Z}al=]1 k. A7, AF
HHAE 59 BR{Ap FH17F AXHA FA Aol A 2¢
Aotz HFo] A% 7Kt 85t ofde, o 7|#EA
AEo| A=Hor FFEE PAFOREHN 7199 A
TZ22 MEAAR SOl & F3S XL Q)

71 BEAA ] it At B QIeh Tt S
A o]RoX| 1L Qirh. BAREA S AH5Y, 71 A
A2A 9 AT Fof| WeF AFERE ofy =t HIREA,
7199 oA E Tt E, FFABAL AthE M&AHo], 35
At 5} o] 719G gl FIFS F= FeF(activism)
ol HeiiE EEsHA A7t o]FojX 1 qlrt.

71 BERAL] RS 582 A
Al712, AFE7LY] AEES =Y EuF oYt 7ge
2 slojg $2 AHITRE v A=go g N A2
AIZE] o] 7]ofd 4= it 7| BEAAE it
I S BR3ogH 7|49 A8 AT /<
< 71, ol= 7199 AgRH APAoRE FFS
vl 4= Stk 25t ofd g} 7| BAREAREL A4lE0] B
e FAE Wil AL B (PHEo R 719H8 B
o] IS v 4 JcKGillan and Starks, 2003,
2007; Yon and Kim, 2015; Yun and Kim, 2015;
Moon and Kim, 2023)[1-5].

F| o] AFAFEC] 5tE 71Y9e
HAEARA7L Ecks Aole 71971, 714483, 2
£2H|g, FEFA], 71GAER 2 5ol 37840 3
T A= AR Yea ot 7|EEARS] A&
0] w2 7|dL 7197MA ZFu|A(firm  value
premium)®| OFA|1(Ferreira and Matos, 2008:
Lee and Lee, 2016), A $=Q& AnH =7} 7Hast
H(Elyasiani et al., 2010), 7|99 Auj1R $50] =
o= AoZ BEAHET QltHAggarwal et al., 2011;
Hwang and Cho, 2021)[6-10]. &3t 7193A19] ¥
Fe, Aol 3HAR A= F= A= B4R Yt
(Bird and Karolyi, 2016)[11].
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OAEAE sh=tl Qo] F8% FA7E 2 = itk o]
A3t B2 APAASolE Eota, FHe tiFF 7]
AEAAL] T3 A 71A7ELE QAR A7
tt=o]tNam and Park, 2014; Lee and Lee, 2018;
Song and Park, 2022)[12-14]. 7149 &AF+1XE §
Jelal =t 71 Kinstitutional blockholders)
9] zE-go] 7|Y¥ERKcorporate investment)oll T|A]
= ol deiAde B2 IS T4 ST

7|1 BEART} 7199 BAo)| w|A= FFE EAIG
PAT9 ALk, 7|4 R&D AT B4 38E 54
U, 71 EERAY] BT SA0E AFA T
A B4t Fo] g<go]t(Hwang and Cho, 2021;
Noh and Kim, 2022)[15,16].

oA 2 AFolAs EE719S e R 78RR
A7t 7199 gRAFFE AFT2E FAI6HL = 4
ol i 71BEARY AEEo] 7|GFA ] PA=
PFE 248 BaA} gt} o] g5 71SEAR
A E&o| 7|GFEA ]| T FHA L obd HAFIAE
7HR=7Fe s A}; g

3 o]2gt JFol AT HIAEY ZFoll Aol
7} QE7He QISR AL St AE7|he] B8 71D
A PR PEAEAGS F/doto] HAE7| G H
off Agzxdo] golsid 4= qirt. E3t =y, e
Y ARTRE QIS AuFEFTL H2 ARoEE w2
FFES FJARE &= Sl ol2E E402 s) AEY]
G2 A7 el Blsh JFA ] gt flo] 2A
yehg 5= Stk ol diFS 71EEARY] A 97l
g ol JS VA = Qo wEhA #E2ES A
7197 B |de R FESH] HF 7 HEARS
AE-go] 7|4FAl vA= FFE TR gRIgit

HE7|9L ALY F7EAET ZAGA
o Jg=o] e F 30,7057H(71F-Ax)2] 7| Holtt.
7172 200295H 2021A7HA 0]t} EARPHS
YA HEAES ARSEITH

A

R

2. O|2H uid H 712 43

7| BEARL} 7| FEAY] A= A Al 7HA] 89
o8 d¥d 4 Stk AA, FAFEIH(monitoring
approach)® AlZre]t}. Maury and Pajuste(2005)%}
Laeven and Levine(2008), Attig et al.(2009) 5=

9] QRiEETt EAcks A9 4 YA (monitoring)
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71%5°] Z3tE ] 71470l SHA FFE mIFIth
SFATH17-19]. whebA] QRS2 A qﬁ‘—zr 7]1—'?*?
A7F EAskE Beolle A9HAl 7150l agHer 2
5 2 5 Qo] dEARAR AT 71 A7 OE} s
FaslshdA 7197HA Zﬂioﬂ 7199 4= e 719EA
7} 371§ Qlth & diFE 7|1 REARE 7|1 HEAR}

=4 B FolEe Sl i WAl £ 5
MRS Qe 71 fele A4 4 A

I3 Lev and Nissim(2003)2 7| #HEARALY] 2| &
o] 7l FREFF 0| FaEo Q]TX];—‘—%H]‘Q'O]
Zraota, 7199 BAFEAEA|(underinvestment)7f
st sHITH20]. Wb FAIEEHA Azt ot
29 55 7AEAAY AEE&o] woHEsE V9F

A7t F7Voks B9 FRAE NI & Sirk
2 719 BIEREAL THE HE
(overinvestment problem approach)?|tt. Y@=
SE(free cash flow)o] Y= 71 HAYER K2l
AT 4= Sl 7183EARRE 7199 FIFAE

Agret & Qltk= Zo|tKFerreira and Matos,

Iq=5

o]
A&
2008)[6]. Richardson(2006)2 HYEAEAE AES
5ol B2 7oA Yehvk= grkEQl @4, 713
EXA] £A19F 5 559 (shareholder activism)
o sl 7199 HIFARAT Fad 4 Ukl ok
tH21]. o]2f3t 7| MEAAS HYFA BA] A3t A=
7| BERAE] A Ego] ZodSE Y 3 4 3l
o}, gEbA RYTEAEAY AZolA = dgs 71 EER
29| A E-go] EolAW YIS E W79 =4t
7t Fadte £ SFEAE AT = ok
AR, 71 TE=AAR] A 0]Q] =4 30(private benefit
incentive) ¥ ¥AHE Holoh. 7HFARES wig &
o, #7718 87 5 AHIES] A o]9E 5] 9
s 7199 JAFEHE FEAR] UFe R olF 5= Ut
(Nam and Park, 2014; Edmans and Holderness,
2017; Choi and Kim, 2018)[12,22,23]. 7|#EAZ}9]
719 dFE(power)o| F3EH 7| TEARL} THE 9
Bojg 749] dig] Zs{(agency conflict)o] A8k=1,
APt |(asset substitution)Ht TFAKunderinvestment)

St e 7197H) sl Asls 7 APUEo] f
2 5 UrRe Aol A BERA A4 ole] £ £l
Z0)A HH gEF J|BEAA] 2B go] F715t
R S FOo! FUBAVT Hebd & 9k

ofefat Al 7h Zlo] JEAGle] T F|BEA

Aol A2 7IAFA A(+) B 7O 9= €

188

o SIFk % A AR A8
JPEA gl ek & 9l
W REAA] GRS WAl A ololg
e x@r w3 B97} ohjetd
A4 o]o] 27 gelurhs AU felo] § 2A] 2
5% 5 9k 0] A% 7190] FAFAEA} S8 T,
g AREAAE B SolBe gusy] 99
A9 =48 FAA7EE dEe 270 5 At
= 3z 7 BEARe AEgo] Z7ksH 7 AEAT

o] w11

78k q(4')4 FFEA7E vt 4 Aok

Wb i 7 BRI FYArE o IFE
= PN 7 9l UE SR ARES FHSKAL Qe
32, BYHA 715l © A5l Asste] 7149
HIEAZAE 9 gol -‘l} 17l a9 71 & &
T 9t o RE g JHEARTL WY St
AR Hi)lol ogt #7152 Al VIdEAE &
2A7IEE A o] 3 7l 71 & At olet
2ol tiF= 71 HFEAA AZE Sl weh BAFA

d

ZA 43t ane} thF 71 FEAAY AFY o]9]
folo] Aatdohd th 71 R A& 719%
A Zrole F0)Y IFHAR vErd 5= 9L

Alvarez et al.(2018)0] = U¥txoz 7]“‘&5—;‘]'
o] AR-go| F7FHH 7|ARAT} S7Foke AEel A
o SFirH24). SHATE 1 WAl HAF o R 7 AR
At 8L 22%7HA= 384 FJFE vA A, 11 o]
3 A Eg FEoA= TR l‘i—xézﬂod FEE v A
I Sgich ZREARAE BEogAEA e dF%FE vE
5 Qe Arrt okt fol= 7]&5@1};}4 ‘T:} (=
&S gHsy| Yo @AY BAE STHAIPIES 4
= 71 fR1Z Z=tt= Aolth. 1=y 71"4'E7<}X]'—
o] &7 = o9 AReS gt wid 7t 5
22 A ol S HT 5= e FAAA Aol HE F

AA2S Folws FFES WAL §9l0] 7T
Aol %, 71RO ABge Tes] FdwAe
ARBAZ A o] et A8g S50 Het 7
A, HASAEA ] G5}, A o]o] 27 9l So|
Yebd HlAgRAS 7HIA Hcke Aol

weba] £ AT B IO oleiet e
AZL UERFEA Selsh] Ssle] Thewt e 7HIe
MR8 A=

DM t5E RSk Aeee FdTRe o

U vd38AE Z=t



gF 7 BEAAE 7GR GFe AT

3. MEENel 47
3.1 MY 7|2t B2

2 QL 20024 R H 2021971X]9] 7|7He BA7)
Zom g} WIS BRA L S/ AN

FATAA ] AFEE 71d FolA HEEUTE 7IdeR
30,70570(Ax-71Q)olct. B0 Zast 7| A=
S BAFE 9131 9] TS20004) $H=41-8 5 7H)
A Al&dk= KIS-VALUE, FnGuide®] DataGuide, &
SL=Y 71934l AtolE(http://dart.fss.or.kr)ofA]
AFote AAGEIA FolA stk

£ AFoIN ARREE Aae AL IEHAE(time
series and cross-section data)Z#] o]EA} A A}
o] EAI7E SAlol UErE o= Qloh mEhA] Aol A
= ARE AAE-FdEdo s 53t B4y ddA=
(unbalance panel data)s ¥4Jste] tfd== 3] HEH
He AMgSto] £4%ith A 4 9t BAAIA
ZE STATA 17.02 ARgsith X]’i EAolA ST
(outlier)oll 93t AFAT] H-Z WA|6l7] Hsto] z+
Hgof| tstod Ak 1%l1A4 ﬂxiﬂ}olﬂ(wmsorlzmg)‘%
Hog JAXE 2Aste] A4S A

rr ofw

7| 9EAInvest = Richardson (2006)°]
1’-&3}01 Az FAHH Asset, ;) TH]
7| QEAA/ Az FALD T
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3.2.3 SRlHS

QA GRS vAE bt FF AREAR
w4 et ohjel Thoret 2Qlo] £ 4 9tk & o
FolAe AFATENA 7| 4% ] et JFagloR

AAE AuEFAEE, oA, AFJolAME, FAL
713, d95E, 7I19+E, dAWeAvE, davlE, @
ST, FEA7I7IEe S 5 AR ARSSt
of BAgtt

Ao FFA e Control )2 AvjFEF EQl = Z9]

Z AGAF So] HG5Y Q= AEEE hFF19 A
2&o] o8 ATt o|ARRIFE(BoardSize)= 719
o] 57]01Ae) S0l AARTE Helod ZHUTHInE
710]A} £2). ARRJo]AFE|E{ Out Director)S 71942] AR
OJAS] 5 F7I0IALY] E WA ALIRITH=ALR] o]
ARS] /5710149 ). FAR|8|( Tobin Q)= A7 IARE
O] A7 A7FE A SHEAE EIvt g S
2 o] AK=(A7HEA+35A)/SAHhE) d5
SE(CP)E FAFt tiv] Jgoldy} 73zl &9
Hl&(=(F Aol A+7 Mgz /DR S7geitt. 71
TFH(Size)= &M AR TE F3E H=ln TiESNH)
o7 SRt YA E(Lever)e S HH] F
FAR (=35 /FADE ST el Cash)
A2 9 FFPARES 22X g2 U & (=382
A FANE S48 AFH(Div)E 7]
HAF0 7 A|Foh v gL ZAFAO 2 LA =4
CH=AFHGA/ S, S8 17 IR Crisis)
=228 F59719 &= Al gt gl
2 AT BN F I SR 710 o0
Sh= 20083 2009991 HHIRE 15 Foi5t w89
719] FFE AR

o

Glicy

_YL i oo pQ Wl rlo

3.3 A5EM DY
B AT BiFE REARe) JBge] 71 dRA
SR QRRE BAISHE o] F8 BAolth mebd &

AT T 7| BRI} 71 EA oA

TAE A5 95t Laeven(2003)3 Aguiar(2005)
So] AAJet BB AR F(investment regression model)
< -3-8sfo] AR 25,26].

FEHFE 719EAHSE(nvest)o|al, A=
5= 71 BEAAHSE(Inst Own)o] Tt 1'41-%—2,— 7
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A2 AEEH 71EFEAY] A= Alvarez

et

al.(2018)°] AAIgE A}t o] AP¥A 8yt oz} 1
APBAE 243 4= QloB R 123K Inst Own)T} 23}

FHInstOwn®yg 247+ EFAIA EAGCH24].

BAMSEE AHFEFAEE( Control )3t oAt
2 (BoardSize), Ar&Jo|AM|E( OutDirector), FA}7]
3|(TobinQ), BaEE(CF), 71972 (Size), M 2A|
vl&(Lever), @F8]&(Cash), AT (Div), 289

71717 ) Crisis) 5-& AF&3h

£ A7) AFBEE ARE Yohd ARE AR

3t Azo)7] Hizol AAL-FEEAEE T

THtime specific effect)E EFZ 02 v19T 4= U=

2 \QEIH), ARHEIHN,), oA 93He, )= e

o Zgo] AT

Eq. (1)
Invest;, =

oy + B InstOwn,, + ByInst Own;, + B, Control,,
+ B, BoardSize;, + 3; Out Director;, + B Tobin @),

+3,CF;, + BgSize;, + ByLever;, + By, Cash;, + 3, Div;,

+ B Orisis;, +m;, T A ey

o, Invest : total corporate investment, /total assets,_;

InstOun : the sum of institutional

blockholders ownership,

Table 1. Descriptive statistics

Control . the insider ownership,

DoardSize : In(the number of registered directors,)

OutDirector : the number of outside director,
/the number of registered
directors,

Tobin@ : (market capitalization,+total debt,)

/total assets,

CF : (operating profit,+depreciation,)/total assets,

Size : In(sales,)

Lever : total debt,/total assets,

Cush : cash and cash equivalents,/total assets,

Div : dividend,/total assets,

Crisis © a dummy variable equals one for

financial crisis period

4, NEEMZD}
4.1 Zt B0 J|IesAY

Table 1 £40 AMgH HSE9 7l&8AFS U
el Aot} T&5HSR] 7| GEAASE(Invest)9] Bt
< 22.17%°lch. AgHsE ANH HiFS 7R}
WH(Inst Own)Q] B2 2.97%°|t}. BAHS= A|uj
FFAEE(Control)  38.83%°]1L,  OJAIEFR
(BoardSize)?}  AF]OIAME( Out Director)S  Z¥Z¢
1.7615, 25.27%°lt}. FAZ1S)(Tobin Q)= 2.39914k
olty. FTE(CF)2 4.74%°11, 71A7HE(Size)S]

Note: Samples are 30,705 observations. *, **, *** denote 10%, 5%, and 1% significance level, respectively.

- Standard ‘ Chaebol vs Non-Chaebol
variable Mean Deviation Min Max Chaebol-Mean Non-Chaebol t —value
-Mean

Invest 0.2217 0.3347 -0.1416 1.9636 0.1452 0.2315 -14.3896***
InstOwn 0.0297 0.0598 0.0000 0.2816 0.0605 0.0258 32.7957**
Control 0.3883 0.1735 0.0426 0.7920 0.4383 0.3819 18.1671"*
BoardSize 1.7615 0.3479 0.6931 2.5649 1.9130 1.7421 27.6459%
Out Director 0.2527 0.1611 0.0000 0.6667 0.4092 0.2326 65.0205%*
Tobin@Q 2.3991 3.2732 0.4011 22.7362 1.8610 2.4681 -10.3332**
CF 0.0474 0.0987 -0.3746 0.2756 0.0751 0.0439 17.6982**
Size 18.4063 1.6205 14.9858 23.2758 20.5543 18.1309 94,4974
Lever 0.4122 0.2172 0.0328 1.0158 0.4695 0.4049 16.6315***
Cash 0.0758 0.0836 0.0002 0.4238 0.0562 0.0783 -14.7307**
Div 0.0066 0.0099 0.0000 0.0529 0.0078 0.0064 7.9633*"*

Crisis 0.0977 0.2969 0.0000 1.0000 0.0983 0.0976 0.1219
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Table 2. Correlation matrix
Note: **, ** denote 5%, and 1% significance level, respectively.

Invest InstOwn Control  BoardSize QOutDirector Tobin@Q CF
Invest 1.0000
InstOwn -0.023 1%+ 1.0000
Control -0.1089™** -0.0454 1.0000
BoardSize -0.0410™ 0.1182%* 0.0081 1.0000
Out Director -0.1053"* 0.1637*** 0.0775%* 0.4016™ 1.0000
Tobin Q) 0.0980"* -0.0148** -0.1114% -0.0028 -0.0922** 1.0000
CF -0.0336** 0.1391%* 0.2534*** 0.1316** 0.1118%* -0.0754*** 1.0000
Size -0.1844% 0.2877%* 0.1805*** 0.3110%* 0.4464%* -0.1843* 0.4090%+*
Lever -0.0900*** -0.0071 -0.1361*** -0.0452% -0.0050 -0.0332%%*  -0.2174***
Cash 0.0435%* -0.0155** -0.0810™** -0.0137** -0.0414* 0.1018** 0.0396™**
Div 0.0244%* 0.1285%* 0.2123*** 0.0844*** 0.0729%** -0.0206*** 0.3678**
COrisis 0.0640%** 0.0066 -0.0189*** 0.0098* -0.0544% -0.0236**  -0.0109*
Size Lever Cash Div Crisis
Size 1.0000
Lever 0.2079%** 1.0000
Cash -0.1324 -0.2310%* 1.0000
Div 0.1724** -0.3158" 0.0870%* 1.0000
Crisis -0.0309*** 0.0488*** -0.0418*** -0.0124** 1.0000
S 18.406301ch AN A& (Lever)®] BFS  (InstOwn)®] BAARB,)7} 0.0253(t=0.69) 0.2 42|

41.22%0]1, A28 L(Cash) B2 7.58%°]c}. &
FHFH(Div)9] B 0.66%°0)1, F&$71717kE 0]
(Orisis)Q] B4+ 0.0974°]t.

AE71Y of ol e HFES B2 585971 717
HulAS(Crisis}& AQetals 25§ 2ol7t Sl
= 202 yeyith waba AE7g 04—‘%:% Tt
AE7| A v AE7G 7H Rfolg B4
7} 9& Zo= woE

Table 2= 240 AMH HE H4EY 4HASE
Persond#&A A4 A7E vepd Zolch E3F £
Aol AHEE myg 534 EAVE AeA
gelstr] st} BARAAS(VIDE gRlstsitt. Eq.
(DY 7+ 459 EAASE 1.01~7.72 el
A5 mEhA teaAd EAE 2AsH] Y
Ao woE I

L =]
= 24

42 HE2Y 2

Table 3 Eq. ()& ©]83le] Tz 7jpeaiao)
A-go] 7S] ML e BAT Fgoltt
WAt A REAR A Beat 1 QEA 2] A8
AL EASHEA S ol HA| BEE ThgoR
B3 2P0 AT Bu, tFE JueaRis
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3 FHAE TAY 5}t 8RR 7]
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% 4 9
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HIAE BAZE EAct=A ERlsiE7] 5] 2P (b)2
AiE v o SRERpe] 1 nst Own))
S AAS(B )= 0.1838(1=2.04)F 5% FoF=olA

oIt H(+)2] ghol UehtaL, 233 Inst Own®)9] 3]
AT (By= -0.7977(t=-1.92)& Fol+= 10%°lA
OJgt F(-)9] Fto] ‘4"4‘;&5}

o|2fet At T 7 BEAA AEET 7YFA

= HAEH ’*74]7} EAsh, qUAL FHQ] A

S oJujsit}, giEF 7| WERR}F 28] 11.52%
HIo] E= FHjolt}. & tiFF 7| WA A&

o] O%Oﬂi 11.52% H*HOﬂ A 7195FARl A

2 ] 7l 71‘”‘51}011

At ol HiFF 7
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Table 3. The Effect of Institutional Blockholders Ownership on Corporate Investment
Note: Samples are 30,705 observations. *, **, *** denote 10%, 5%, and 1% significance level, respectively. () denotes t-value.

total Chaebol Non-Chaebol
(a) (b © (<) (e ()
0.0253 0.1838™** -0.1462* -0.3979** 0.0532 0.2446**
InstOwn 0.69) (2.04) (-1.99) (-2.28) (1.28) 2.39)
5 - 0.7977" 1.1980 -0.9812"
InstOwn - (-1.92) - 1.59) j (-2.049)
Control -0.1104™* -0.1115% 0.27071%* 0.2738™* -0.1379%* -0.1392%*
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