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(Pe=Pt-1+ D) /Pe,
Pe=tdd F7t,
Di-=t¥d% WigH,
Ei=tdx 747409,
OWN=AjFF A fo] dxd F9srct
A% 1, 284 €21 0,

o= %3},

AujFE Ao e o]y PE AT AujF
F A& oldo] F52gd F(OWNXE/Pr1)
o Wi WA 272 Fodd. F, AwF
F AR EFE o9 FREANL FrIECHE
A (DA at F(+)E A2 d3dct

3.2 7IRFXIA}, HIX[EHCHFS X2t ofle| M Ent

71AFA2] A BAMNE F 71A| 9 7R o]
ek, ke AFA ZAl(active monitoring) 7Hd
olz tr& dhhe AFH Al F(strategic alliance)
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afAR Ar7} e 3719 3883
AFAE7} fe 719 (648)
#7487} gle 714 415)
HFHoZ HEd XHE 7Y 2820
g B: dxd ERY &
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1993 373
1994 463
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1998 465
Z A 2.820

14) Warfield et al.(1995)2 FASTY A4olz oldn 43248 #& F/kelgth. &, 7I97HEY A$ SIZEXE/PE Egsis
. o B4 SIZES] HAASE F5Age] D 71972 AHHA R2E Uehl SIZEXE/PY SAASE 71Y7E
ol gAlTd] et AdHE wgsA Bt B ATNE /GFEE @X WA SAbdSET TR
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& A, dW AujFFe 48 P37 A
2 AW FF7E A9, 719 EE gFdoE
BARCl 28% HNIFE %y £F& Holn

¥o rL HE rul
2o

nﬂ‘é Ce AuF —J YU AP E¥E B
F3 gtk MAFZel Mozl AL 90-30%
F&ol 7H4 ko, gIAFFE 30- 40/ T
o] A Bgo] 714 Be Aoz et} 42
Ao el AujFFe §8dE R %"“3"
1% viste] ¢4 71z=a ok 9= Ay
F39 A% ABgo] gukr oz ot 7]g9l
¥ AT & Hoz 1

(B 39 #d Adle AuFEF: AEe A9
e Jdd F8 AFHSe JlEEAI Bugo
Atk &0l (E/P) B#L -0.01670|8 F A&
7 Aole feaA ot wed £ 39 /Yy
TE(SIZE), #A4¥&(DEBT) ¥ ¥ (RISK)
T 1% nwe FEN foF Holg Holm
At F AuFE AEo] v 7l Hlste
) 2= x]Tol 2 7Ige] a1 7RI Fon, R
Ar)go] don EF YPws} A Jehtu
o, oloje} Az BAY 4FE(GROWTH), |9
244 (PERS) ¥i+E A9 Asld gg Yozt
of & o]z} gtk

EiN
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Y7 BEY - W

R

(R 2) RuiFF, 7[WRXA 9 bIX|UiHFESF] X228

#d A AFFE, 7|@5AR 9 HA R3] A=Y XS
%

W 93 94 9% 96 97 98 A A
26.36' | 2589 | 26.11 | 26.25 | 3177 | 3314 | 2833
AFF A Bg 0507 | 2505 | 2473 | 25.44 | 3026 | 3148 | 27.30
373 463 492 504 514 465 2820
92223 | 18.63 | 17.08 | 16.02 | 13.72 8.70 15.83
NBEARL A EE 9939 | 1748 | 15.06 | 14.05 | 11.42 7.09 13.59
374 464 493 506 514 465 2820
. 17.31 1569 | 1481 | 1428 | 1296 | 12.71 14.64
Ang? 1548 | 13.28 | 1224 | 1155 | 1028 | 891 | 1181
T 205 273 288 294 951 188 9820
‘Uiz 24 2 d F
ANNGS 47%%E HAWFF} Se
dd B: AuiFFe] f8E 2 E&
% 3 Al Ll YT ERA 7] e A A
% 7 28.52 28.64 27.92 21.19 28.33
Zozt 98.01 9558 33.40 16.28 27.30
g293 0.29 0.64 2.01 2.20 0.45
Py 0.00 0.00 8.01 1.80 0.00
Az 89.95 99.00 57.77 77.57 99.00
By 2075 609 49 87 2820
lglele Aul3Fst o8 AR 9 v)odeEe] ALE xEwc)
W C: AMFFel 49 ARE BE
24AEge B¥ (!
AT 100 a 2OO(av]300-4<a(a41)0(a
o & . . . 5
e @<100 |\ "0 | <300 | =400 | <500 | @2500 | #A
A e 154 439 579 488 304 111 2075
< 7.42 21.16 27.90 23.52 14.65 5.35 100.00
0 g 63 111 201 102 77 55 609
10.34 18.23 33.00 16.75 12.64 9.03 100.00
- 6 12 5 18 7 1 49
AFFA | 904 24.49 10.20 36.73 14.29 2.04 100.00
) 37 16 16 8 0 10 87
42.53 18.39 18.39 9.20 0.00 11.49 100.00
44 260 578 801 616 388 177 2820
4 9.2 24.49 28.40 21.84 13.76 6.8 100.00
HAEAZF 22EAZ = 179.69 (p-g = 0.0001)

Vae XS et
2eele AMFErE 23, R R H9Ed AE 2R

1716 AT H31A mex 20024 1289



i

( 3 K28 % 4dyese| 71284

JY2RFEY ole] HE A

Hd A AMFF AR WE GYATEN
- 2k
9 % % 7 F £29% e
(p-3h)
Et/PH]
OWN? = 0 -0.0310 0.0274 0.0140 -1.50
OWN = 1 -0.0027 0.0272 0.0126 (0.1338)
A A -0.0167 0.0273 0.0094
SIZE?
OWN = 0 24.37 24.39 0.03 3.36%**
OWN = 1 24.22 24.25 0.03 (0.0008)
A A 24.30 24.32 0.02
DEBT!
OWN = 0 0.74 0.71 0.01 5.98%**
OWN = 1 0.66 0.66 0.01 (0.0008)
A A 0.70 0.68 0.01
RISK,®
OWN = 0 0.98 1.00 0.01 4Eg
OWN = 1 1.02 1.03 0.01 (0.0001)
A A 1.00 1.02 0.01 '
GROWTH,®
OWN = 0 1.16 0.84 0.08 -0.29
OWN = 1 1.19 0.81 0.11 (0.7731)
A A 1.18 0.82 0.07
PERS/
OWN = 0 0.31 0.13 0.02 0.44
OWN = 1 0.30 0.07 0.02 (0.6636)
A A 0.31 0.10 0.02

U e AR 0%, 5%, 1% FEAN FEARA g8 BANCE Ko BAUD p-ghe BE o] BA

5o sl

'E/Pr1 = tdE A4l g 72AHe F712 BEHAZ U,

POWN, = td2 AuF3 o) dxd Z294un) ad | 18 god 0,
’SIZE, = td% Z2p4be] Rdo)<,
‘DEBT, = td'% $a8) & (2524 o F24),

SRISK, = Al3R¥o| ot 239 wg},

*GROWTH, = td% AR (EAte] A7) o) A371),
"PERS. = o] &4 (ol 13 A7 AEAE).
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WY B FASAE, AFE ARE L A9ESE Dol 4R

a4 R E/P | OWN | INST | BLOCK | SIZE | RISK | GROWTH
.1819°
E/P 1 001)
0418 | 0284
OWN 1 (o001) | (.1335)
0574 | 1105 | -.2022
INST | (0024) | Co00D) | (.0001)
0556 | 0866 | -.1657 | .1632
BLOCK | 0034y | Cooo1) | (0001) | (.0001)
sgm | 054l | 034 | -1479 | 320 | 0742
(0043) | (0610) | o001y | Cooon) | C.ooon)
sk | 0126 | 0851 | 0947 | -2822 | -1910 | -5073
(5489) | (.0018) | (0001) | 0001 | (0001) | (.0001)
0757 | -.0001 | 0054 | -.0335 | .0266 | -1325 | .0364
GROWTH | 0001) | (9953) | (7737) | (.0763) | (1601) | (.0001) | (.0817)
ommg | 0258 | 0958 | -0082 | 0445 | -0070 | 0545 | -0821 | -.0257
(1736) | (0001) | (.6633) | (0181) | (7010) | (.0038) | (.1163) | (.1743)

'INST, = 71%RAA o] BRVIHS FAFRT AW 1, 23X 4od 0. 78RR 2%, 58 3 29

e LI

BLOCK. = HlA|wjiiF:5-9] A o] 5%ETt 28 1, 2% o8 0.

el BEE (R 3) AR
24BAF (p-30)

(& 3)9 #4 Belle F& AFH57 Pearson
FEASLE Basdch APATFAN F LR
ulg} o] F2449&(RET)2 E/P ¥ GROWTH
ot 1% mie] FEAA FAF F(+)9] o
A7 1€ ¥ oldel, OWN, INST ¥ BLOCK
5 2R s 1% vlwte] £EoM fo@
F(+)o FHBAt e AR Jeiyrh dH
OWN< SIZE, INST ¥ BLOCK# #9& &
()9 ARBAE Ho, AMFF AEe] E4F
1R Fon Z|REAR € N A EF A
o ge Aoz yehtz gl

1718

5.2 8HE &t
5.2.1 &fAEd B3 HALY 23

(B 4o FAeED o]y ¢ AuFF ART
IAEY ZAE Bausyd. (E 4HE Eugd
Slo £4& Bag 7199 Afde FAFYER
ololeg] #AV AFLE tate APAT A
w2} olejo] F(+)Q1 FHEHA £ AEE FE
sl F7k2 HAENE FYskAH(Hayn 1995:
Collins et. al. 1999).
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Tl aRTESY olelel Hpan}

Ri=aota1Ey/Pr1+az0WNy X Ee/Pi-1 +asINST, X Ey/Py-y +a4BLOCK: X Ei/Py-1 +e

(& 4) F7H+28ol tig ofelel YcitiEY

(2)

Aot 2 la 238 1b 2% 1¢ 2¥ 23 28 2b 23 2

=T Ew) 0 E:. <0 AHFE Ee ) 0 E:w <0 AANEE
E/Pr 2.5408*** -0.1172 0.4452*** | 0.4022 -0.0874 0.0227
(.0001) (.1590) (.0001) (.1192) (.3376) (.7891)

OWN, x 0.7131*** -0.2151* 0.1019* 1.7914*** -0.2536* 0.3551***
Ev/Pi (.0030) (.0990) (.0835) (.0001) (.0594) (.0008)

INST; X 4.0231*** -0.3835" 0.9536***
E/Puy (.0001) (.0551) (.0001)

BLOCK, X 1.3236*** 0.2111 0.4982***
By/Pyy (.0001) (.2692) (.0001)
N 2294 489 2783 1962 489 2783
+4 R 20.5% 2.9% 3.3% 29.6% 4.1% 8.7%

e AT 10%, 5%, 1% FEAA FEAAC diE AR R fegs ARG p-ge BE g B4

ol gl

e} Aol (E 3) F2.

o]ge] F(+)o YA AF FHRF laolA
H%o] E/PS OWNXE/Pol i@t 2AA S (a: ¥
a2)€ 47 2.5408(pg=0.0001)3% 0.7131(p&k
=0.0030) 24 & ¥(+)9 FA2 Jeghtz
gem, #4 R'E 20.5%2 FH2Fo] 433
AuE g Holx gtk §3] axt 49 @& Hol
E AL AuFEFE A o] 55 oo FREH
7t Z274aHe olujgi ¥ o) olsl @A dx) sH

€ AAdte Ao A4 Ws JMde 94
A e Aot

FHRE 229 74§ INSTXE/P% BLOCKX
E/Pl W FAAsE 474 4.02313% 1.3236
28 BF 1% vty FEA fod Ao
Bt &, AFH AF HEne H373 24 7t
Aol dFdz JaFAR B wAMRFF 2| Eo

F7Kel e} olelel Auasoh 37teha Aok

15) AFEF ALEE 2978 NFE2R TED T UY E49dE AAEEE AFEY F FUNTE A9 3} F Ydos
TER $N3 20%%F r1Eew FEY P9 U $4€ P HEGY. ST Aade Ael7} YT

16) #8 AulFF7t e Afde 7@ vl 35 Ade] 259 AELd Mt ZPEGD Hole oy Au@F
Fo| A¥-Bo] wl§ Fol Ago] B¢ r|eEFe] J8HL 4 Yuvid J@EA vA N iFT Y FAqEE A
33 ARAHY Fool gl Aolth W] AuFFo) o] vj ¢ R ol whie] dio] MAT sheAe]l wobd Ao
o}, olelgt AuiFE AR, NAFAR Aol v R A EE2be] 45AEbe S AR A oS 2 349

Hg 2585,

Ri=ap+a1Ey/Pyi+as0QWN X E/P, 1+asINST, X E/Pi1+2a4BLOCK; X E/Py 1 +as0WN, X INST, X EL/PH +agOWN,

XBLOCK.XE/Pi-1 +e

2327 a5 as EF RI@ %(+) o2 Uged ol 71REAA D vAMiFR A2 ZAGTo| AWFF AEE3 7]
BEAR AFE, WA RT 2 REo] gL Bl FEHTE g2 et

Ao y313 Me2 20024 128
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AAEES Ue AR AR 44T A¥E 522 FAESE TG AARY 2%
o T Baste AL Adstne e And A
o HlaA uem gtk ool £(-)el Wl (E HelE (E 4)e] Bn® Aguso) ol
ASoe 23ATL 92 98 W UehiA AL Jehle BANSE £ 994 323239
33 9 53 oleie] dd A43IHAL & B Hnsdth (F 5)9 A% ahH ojeo] ¥
o ge 2E AL 7129 AF(Collins 5, 1998) ()9 ATIME EANEE AN Edeln
Anst 27 & Aol ok, £ (% 4 Bag Ans Ahoe $UG 2%

(B 5) oleli2A4o| BHR0lS EHE F7iolB0l THet ojolel HEiiRA

Re=ao+a1Ey/Pi-1 + a20WN X E/Pi-1 + a3INST X Ey/Pi-1 +a4BLOCK; X Ei/Pi-1+as81ZE, + asDEBT, + a7RISK:

+agGROWTH; +asPERS: +e (3)
2% 3a 23 3p
w2l °

RS (B ) 0) (Ex < 0)
E/Pi1 0.4134** -0.1891*
(0.1077 (0.0577)

OWN, X E/Pu 1.7875%** -0.2295*
(0.0001) (0.0877)

INST, X Ei/Pui 4.1010*** -0.3641*
(0.0001) (0.0731)

BLOCK, X 1.2539*** 0.0911
Et/Pi1 (0.0001) (0.6408)
SIZE: -0.0087*** -0.0166
(0.0001) (0.7094)
DEBT. -0.0899 -0.8213**
{0.6257) (0.0186)

RISK, -0),3850** 0.0683
(0.0169) (0.8312)

GROWTH; 0.0358*** 0.0188
(0.0001) (0.2952)

PERS: -0.0134 -0,0850
(0.6470) (0.1715)

N 2245 467

% R 31.1% 5.8%

PUTE A% 10%, 5%, 1% +3IH SEAR0) 08 BAACE Aele EAUT. pgke ¥E ol B
o} it
W4 Ao (X 3) B
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Jld4RTEY oo MR

N

P #2343 Utk &, AujFEFE A o] F4E
18524 AEo] F5E5, HAuoFFE ] Ho|
75 oYY HEEHNI} Az o}, EAES
o AL NGRS AEFE, A dd e
7V HEFE, 4R €4 E o9 ARy
7t & Ao Yz 9ot

FH oo} ()¢ AdeME (B 4)orMs}
Zo] Ao AFAE W 7|FFEA} Mg
o ATt 5 F()9 @& Zn 2o F(+)Y
Hede FAozg iy tE Ayt B 3
o BANS FoA Rau g oy IAAFTD
o] & WS UeldE ¥ Urixe EA4EY
FEoM Feolaix g Aoz Yeyitt

N

5.2.3 ALY ol viAEIAT ALY A

A9 A gF7tel wet ojsj@Ae] 47}
7HETE dye AMFF 24FFd g ¥
& Adshe 4] WHeA Ldojvte A3 ¥
Fo| & o tha 999 Antz ¥ uEA &
T3 AdA Aoz sdFFe 28 2
oA e 2He UE F de A58 Adsd
Hoh 334 40 gasit,

e AEL Bold dFd 3t 44 71
22 TAse Jldddeld. Ad 1997d T
g BAH7e A7 vlEEA 0 Yol 2
Hea7HA] B g Jront. aF ojn AP 3
A5 ki & g Ade 7223 B3
o xStk BAAHA BHAAM BA )

o143 vAEr9E AGEF AN P
9E dHE Eoln Ytk wEd FEVIYE A
7193 vAdrI e s Rl B darl g

TRANAEI = At FR e upd
30t 713D AGIAE FEYT o] 2
Z1zsta (R 6)ellMe AE7IdTD v4dny
T TEstd FYP7 IARN HAPE AN EA
ot HAE/dEANME OWNXE/PS INSTX
E/P, BLOCKXE/PAl W& BAAF7 2z
0.494, 3.433, 2.0232.2A 1% ©vlwe] 439
A FestA Jebdth, @ AEsIgEe Aol
T &A% HE FoA INSTXE/Pl g 3
AAFTo] /o3 F(+)9 FA2 Yehgs ®
OWNXE/P¢ INSTXE/P & frojatx @it

ol g Aol AWr|PY HE AwFFI} AHel
A e AEIE YA £E A
3% WA F4719090 dig G A
28 I AEVY AAS FFERE 7 B
AEIFS e AErIde oA R
2 HRt ol wa AErigel Haug oYy
Ho] Holjx AR F&Ao] sletslgien,
ojof me} AujFF AR Wyl 2 FAHE 94
¥ Aoz Mg

(R 6)dllMel A 3 AQGsAlze] Baa
WEAHZ AE2E A dig §3& 2] o
@A due digx dXFG. AUNHELS U
WAz ¢ YANACE gYAE wone g
Aol AdrIdelA A7 i Ee] Zardst HAA
o ojAAle7} UE AF FAL E& ANE

17) A9k 2] PERS7E HHol] & A28 Vet ol AAY AR $F02 PERS 334 AH4® #3X7} 67

o 57 & g FE g

18) Bae et al.(2001)& AW £§ 719} A% oj=AYA F717h sietaiAgt Aol &8 e7isie) SR st A FF
9 e FiHoz Frldce FoE Hasdsth o3 2% tunnelling 7MITH dA)she Aot

HYET 312 MeE 20024 129
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(R 6) 7Id2| MYL% ofRo) WE Foi-lBol| gt of2le] HTIHEA
Ri=ao+a1E/Pi-1 + a20WN X Et/Pr1 + a3INSTy X Et/P-1 + a4sBLOCK, X Et/Pi-1 + asSIZE, + asDEBT. + a7RISK;

+ asGROWTH; +asPERS; + ey (3)
g\ﬂtﬁ*l E".‘&é] 3e E.-&o1 3f
evT Ad710] obd A AdNhe 3+
Ev/Pi1 1.8215* 0.5702
, (0.0001) (0.3199)
OWN; X Ey/Pyi 0.4941* 0.6425
(0.0546) (0.2347)
INST; X Ey/Pi 3.4329"** 3.5508***
(0.0001) (0.0001)
BLOCK; X 2.0230*** 0.3603
Ev/Piq (0.0001) (0.5214)
SIZE; -0.1490*** 0.0443
(0.0001) (0.3596)
DEBT: 0.1321 -0.9744**
(0.5162) (0.0314)
RISK: -0.5335*** 0.2330
(0.0035) (0.4623)
GROWTH, 0.0306*** 0.2277***
(0.0003) (0.0002)
PERS: -0.0118 -0.0262
(0.7742) (0.5199)
N 1663 582
#4 R? 34.4% 27.2%
e DR 10%. 5%, 1% FEAA FEAAC g EAZRCE felE BASTH p-ghe ZF g EA
=o] gt

g Aol (® 3) #=.

A feld Bz 9PEE YA Bk od A7k K sk aQe] Wrh o)l met Y A
¢ RE AS0l AU2EY ALINEO AYE  AAE o|94yuel A& Fojd Relm 0|99
ARATAS HAHUE Y FYebA ohn @ 4 FEAI TG F2T Rojn, ' ¥

19) Fan and Wong(2000)= 77} elAlo} 5i7tel dhgh BN o)A A3 xEga] F718el mal ojelel AR AArL Zadicn ¥a
AGed ¥ 71GREA Y Fobhe KSR gch AAT & A7 dike A R Afole olHBA UN sHde] R
A= AR, AE7)Te B pole 2935 Fo AMFF20 o)A Hie] P D &L RiFa gtk

20) z9elx 30t AEVIRYEE A9 5dl 7193 71k 79T, Teln AGAA £ Wt F 2§22 wire] ¥t 2k A
el §Ao] 2¢ 57T AEAGTE Be /19T o9 AR At tS Fashe Ao veidch oy Slef Al
4 F%E oS &5she Aol
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Zigafrxet oj2le RN

E =2dAe 7199 2727t o]gy FEK
£4d vH e ARE APRAY, AT LFT
ZF &FF 1JAEAMFF)Y A4l 42 &
AAAE F St ARAGAE dutdes MY
Aol At AAAF dYos AYd 7 - HHF
o2 FHoqsy, e AGdAAd %L
A,

ojgigt &£fTE oM YR {FE&AA o
& F 74A 7Hde] AR AFHe A5 AN st
Ak, oA YA L ARAGAY AR
o] Z7lgel uet the]ufo] FelET, o|d
& A FE 2FA9AY JAEAE HHAE FUA
71 Rez Add@vn 2o, 8 A9d ¥
e AujFEFrt AuFFe 28 Suistele W
goz A dAE e, o|& AT AFe] 2z
F A% A%z € Fden, o8 5] 9
& oldxA & AP Aoz B, Az Afe
g AEo] FEFE oo {840 F
Ve Ao dEae WH, Fxe A o9
£840] AT Aoz dact AFRAMe 7
e oldlBA dX 9 JHdE AA s Ut

T3 B AFe AFE A M A% AR
7Hd BN Z1BEAASY WA R 9
& AMEST. AFH A e 71 BEAR
2 HA i FEe o] E4E AR K
ANE HIH R e BAR o9 FRAEH
& 9% 2R d33tn v} W] WA
AF 7MiM e 21 BEAA R HA R FF7} A
o FHFo M AGd tF FAFE
314 Bale AR olYe FEF{EA0] Rold

BT M313 xex 20024 128

Aoz dEstn it Aze H3F gAsMdn
dxEn gck v ge] a8 7| BFEARle HA|
il 339 BEA75e AT AL ST
& o% dAsA Jedz o

Y ArIde Aole AuFFe 2B o
£ o] FEFIHI} AFEHA Foy vAEY
o ASdde BEHD Ut 53] AErYe] 54
of % 5 AYaEe A% Er ALt
2L Atde AuFFY Aol St met
ojoje] FEAINI} FrlekA] e AR vEhdn
dtt, ol Az Adrigde S AwFFt
Aol B ke AEIE AAHe £E Ioisgsie
BN BF AGBAe] oo Wl 9AEA
£ W 75 719stke Aoz B & A
A3JARzte] Esln HEd WEAY Fo] Y8}
A o]FAX 1 ol U LEo] FEI AFAR
Soll wdsA] e FAZ AAPEY Aol
A goAa o2 lEt] o] KR F&A o]
stetet Ao e st

2 =i A37199 553 afT2Y S
AARRY] {447 dAs E¥sHte el
A 99zt gvkn & 4 ek B dFelA A
AN N2 AFHe F A 7ML dE F 3
E Fgo] 75T =@ E AN dF 89, A
Hj 3o A Fo| FoldFE o HA Yo M
2 o]YgzAe] @ & HAoE o33y, AFd W
3 7M€ o]gzFol HHA AeE o8 A
Z8 B0g 434 2AE 93y o o v
ol7td 7|#FAA e HA WA FF Fof HEE &
F7zs JAFE 449 FBTAGN Aoy
E AL oY 4 H o]dxAe fRUS olashe

o AlAPE & A Alhe ez Bog,
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Ownership Structure and Earnings Informativeness:
Evidence from Korea

Kooyul Jung* - Soo Young Kwon** - Wonsun Paek***

Abstract

This paper examines the relationship between corporate ownership structure in Korea
and the informativeness of earnings. Korean ownership structure is characterized by the
dominance of one primary owner who also participates in firm management. Existing
literature offers two alternative perspectives on the behavior of such owner-manager,
convergence of interests and management entrenchment hypotheses. We tested how the
alternative views are reflected in earnings informativeness. The results show that earnings
are more informative as holdings of the owner increase, supporting the convergence of
interest explanation for the owner-manager.

Second, we examine the role of institutional investors and blockholders. On the one
hand, institutions/blockholders have incentives to actively monitor management. However,
on the other hand, institutions/blockholders may not render effective monitoring because
they lack expertise, suffer from free-rider problems, or strategically ally with the
management. These opposing views predict conflicting signs on the relation between the
earnings informativeness and holdings of institutions/blockholders. We find that earnings
informativeness increases with the holdings of institutions and blockholders. This supports
the active monitoring role of institutions/blockholders.

Finally, we test the relationship between earnings informativeness for chaebol (Korean
business group) affiliated companies versus that for non-chaebol affiliated companies, and
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find no significant relationship between the owner-largest shareholders holdings and
earnings informativeness. This provides evidence that for chaebol companies, the negative
effect of management entrenchment/expropriation of minority shareholders offsets the
positive effects arising from convergence of interest. This phenomenon is more apparent for
a group of firms with more distinctive characteristics of chaebol.

Key Words: Ownership structure, Quality of earnings, Earnings informativeness, Largest
shareholder.
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