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57) %4 HUE 9% 71387108 AP VPR MBS FAAFE MYl ¥n, Beb Aol & TN FA

3 AL s Agadan AAsc ol2E AL et ¢332 OECDI7Iel vlgin F7hi%de] dA2 24 B &
7} sjEoltH(e A, 2000.1 ~ 2004.6 71t 5 AEZ B 4 +Y 8 RFUAR FH P FrRFAEN ] nFL 17%
oln #32 31%°lth). 22 OECD 37+9 F7hi%Ae] ¥ AL 718FAt, 53 d79 FARA uFe] 7] "o
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7F AFH e Bl Ak (#AF20 Fx).
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fHFol & 250 @ 2502 el 7IgAAY Al7/AE7) 8l &(Market to Book Ratio, £+ 9% Tobin's q)9)
WS vnd A7 AYaE s9a5e 7z 0.949 0.752 1 Aol EARCE ul¢ o3l Aoz vehdtt (pgt
=0.0000) 22y 2 7|BFARY BauEg 71For dRale A 4925 d9age 42 0.863% 0.822 Hol7} 1)
nEHER BAE 4T 0t p#=0.14). o7 A JFFAR} 3 7 BFAA vl FE24Y Fo] HojuAu
ATz ZAE B3 ATy 2ojdde o 3 @ 292 Hd4Y  Sickh
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BreAds ged oz Bt £ g AFAAGNME TIEE d 2GS @
44¢ e A% =3P AVYMIE 44 emz AgRdel AW FFe A9RTAA
oe mak ohgl AAYS soEt: dEFHYS (residual claimholder) A AMIAEY UIFE
St A7t Wl Mo 930 Zagt v & ¥IAvn BE Azl AWded. 3R 5
A% HApERe AT g AAA B o b diREY Y4F¥E RHsind 30 F23 ¢
2o 47 AN A3 N U 15%~ AEFE e A9RS gede R gu
25% A= we Ao A AP dFetd Aoz FPde wFolBde TR AEelEA
o] FR7} olEZ AtE AL JAESE A o HEA AT @] Wi %7}3— 2225 4
2(olstel e s AAARe| ) Al & Aoz B wagc 2y JAAES FA
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& e flov a9 22A} st 9F A ust 2ol PIAY F 4FE A AL
el 2o we ASun HE T AL £ dYFE dF g4o] whisn. adez »¥
Aot 989y olF F71VL MET A G BAYY QAAZIEE AFAA S NGANT
of APF22HE A HARNA AFP g Zolge] HE BA FFEH o] FHU=
v HelE e 9% JAAE FAd) OF 4 AT 49 PEdve A4 44 o8 &
AF wagolst & & Utk BEZe B4 1~2 A%

dzte) e dgshe FRolEE AAARY & FUdY A9RE BAS AP AP e

FRE AP 2 A2 $38 5 AT 5 72 Wl Azt 2 4 Y ARE
2990 Adog JAREY 0 FALYY A% 339 @A F2F AR Fodsle] 3
=]

NHE 9 4 Ak AL FPAE AWS $H P90l pushe n89Y NS Fole ol
AT AL ulgt olgd AAY AFAIA @ rH 1gAYelR du, YFTA, 22EAe
Fol Bade R AA9A3 A2 240 RS TGP T AR 29 F4d
of wR i) Bl AWe 478 2 it o AYF a7ol: WA Bl Yokn B 4

5) 9)84)7] o] % ofzt AAE HalFAe) A B HolR ol MR EAI) FHHAA (white collar AFANES]) UNZA
AAAE BExeay) 58 Ao f§NFE £ Gt

66) Blair(1999) 61% %=,

67) BE PiEyg2 ?J_—r 719el A ARz Aggonz iR iddAe ATHA %on, T H3ele WA

HAFE ¥ Fatn HAshs Z4ot ddsi

68) IApolAE T 7}7‘ olfoll Al F37t ARt AGAEA F8 AR L sl o) BgHolgn B AA, T2AE =%
AAY 2 AL Ed B3 w9 75 JATA AL AdE B8 3t ofit EA, 7199 o olEa
AR 2F FAN #2571 25 U 7499 °lﬁﬂ7} 7V} %42 (homogeneous)d! olal#A|xlol7} o] 7|HA e} Fhofr] T
Aste ol 43S #4238 4 3o} Kraakman et al. (2004) 14%.

9) P9 PRI /AN T2 FHAM AN A7 Blair (1995, 1999) #=,
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J|ax|erxe HAZHEY Moy Jjdoleet SUY APME Fiez

=09 e 54 B3 B ¥HEY & AAe =AR93(works council) 9 2 71TE
594 (earnings risk) & Zolx Aot} odld S3M A WA, FRAAQC circle), 4
e o] F 7HA WerHE 27 Eejdit Thj i, Aeas 5 AYY Lo 238 5 3
AEA A Fefdte Aot FAHe] & F
o) ARAAEE & F oA FYLE Y o]
HdFS shddhs Wk AL 4] A3 (credible
FHHEY AGAAq FeAARE B72 84 commitment) T3 Hote] AA|Ejojof gt} o}ge
oo Age TR AR WMok B Y AYHE sdel @AMl A&

Aa ke vty Y A9EY £33 AEE @%(adaptatlon)% V= AA Fofof g,
‘3} Charny(1999)9 oJst FHLe 72934 =49 99 ZA9FgAEE A4D9A 9HE
E: L EYE %‘%@%’ (Codetermination Act) Oﬂ

04 Q

f‘-{)l rlr

4.2 Higist Z2EH0] FEje| =4

& (regime)ol= =3 (B), AZEY, w3
9] Al AL . ted e ALY ARt st Fddol 239 o)A gy A
Aoz AAn FAsE 442, 5do] i o] ZAHolAlE Y Aube Molgto mH ﬂam
ojth, AZEF L MY EH 0T At 7he] Fosle]  gAEH A AT o} AIH Ao
FUYo] ZFl Felste BF2, dEo] dFEA]  =ANFY ) (works council) 7t FAH v} =

oot FRI9 Aol dFFY FHYE & AT WAHeR gRIH gAE AT
O

TS Aofstd ditioz Fgeel Agel & FPdel a7dte Atd ke B dAgol
A g A2, mFo] tEAelch ™ do. =def $EAY e &8 5U4 J9AwTE
499 79 587 2% A 7§89 ANZ A2t YA, Pistor(1999)¢] ot

of Jtk. AT oA 2L HuA A 7|7 FFEAYE ¥F9 AR (social governance)®
TR0 Fddle] Bx AEH A9 MY, Aol: ArEM3H(social peace)e Eolth™ o
AExS, =AWA T oAt AdEkR oabAAd HE AdA e A=A} AR TR AR ke
Fofete AotV EAE w2vt SAFEGS B At Uoke AL AR shie dE Bap
EARRAS 2REART ofg B olxAA § 0 BYE 19659 A "“ﬁ"ﬂ/‘i AR bR
At @ A Fefste Aotk IAE FJYPRTBY 71 AQor e AEES
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lo

70) B2 A58 wHHYAolm, e dlFHo| %i%ﬂ(professional)?_‘ W, AN, AMEWA 59 22 fE3A

(limited partnership)€ F9UY Af7} BAHoAW Uiy LS AT ste FYAL] Ao 299 A8E 223 d9

H(occasional exotica)olth o1& #AAM 2¢Y o] UF ?l u|%9] United Airline $3Ale} A& g2 $8% 4

#oz o97Ax 3ot Hansmann(1996) &=

T8 dd ofAlHe] FHY WUt Addle AxE 24 U T IdAMTERY 87149 Agelct §lNE TEED W

7lel, olefe], A= AT BE Yol FHUE] oAl AYAE 2t ok Kraakman et al.(2004) 62% 2=,

z"é 7149 X = HolAtsleg Aol ARl oj9alEle) e, £U9) Adolatze HaTkEe] Aol Tt gRolA| s}
2 YA 7)ol

Plstor 1999)el ojabd FEZAFAEE 19471 & Aist HAolM wie) FUERE Adse =EAE BEsly] 9T AlEy

T A9 d#or wFsda, 739 AYa, AuFRe L5FFo) ojgdEd YL W n)2Y AYgAu PR Zas

EYeNE 19803 o)A R?FW A=A gstet.
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FE QAN oAE =3

BNl AunE A Hel doh B4 WA Age] @) AR xARAY e 4
PAEIAE 29 Zo) W Hert B¢ F A 9 Ao HAG™ B ohyet FUd ¥

24 3l ol 2ul HolBH 1 (Tischvorlage) 2 &l AFBEAGA =7t HFd

& F2oN QLo A3

NHE@the Zolth. Roe(2003)7F AAstHRl 4G Fojste B¢ AF7t FEEior & 4
499 9Fe] A TEARAT FelAE o] AR FAP} FEIES dutE vHgeEs 7199
ARZE AdE ZEsky] olgn, AdA Zgds F940) A8 JeAE o oA E olfE F
o #e AR FERA AT 4+ YoBR 3 gl JuAYol Fodste FHAY AT ¥

A dFd gel wod, Aoz AfE A §I AP

A¥t. 2y 574l FEAPAEE O2eg 429 49

gdn B
3FAA = e 2 EZ}

3
27 USIE x4 o) AT wF Qo] AFT Yo FALe =ABANE B AW 4

£ oy
b
e
poLA
r\o

AnE Auz Ade a7E 99

Aos wid

19 AYAAES Ftelel = NS woled A
4

=AR B A

o o

AR ERARE & ddEe] 17l A ARt g gAER A o, %l—t"_—

7177F ok, ARl

& ARA A7l wARsE dEsle

O 719 g sta e AL

A ¢ e AL ox AR AERH 2 A Ut ARASE B A Ue &

Tad S F94 ARRERde of A =FAPS KA glen, dEVYY &
& 209 AU fle AN EYe 382 9 FAVU(QO) HER =AY 2F9 €@

AAZ FAR /R ARANTR AXE =Y Bojth. 229 FHLol FAIA dle, T
% BEE 7] ogde #dolth A 599 kA ALHY A =AEYYE BT A
oA e NG FRPNZME AdR 7Is 3 BEee AL GEAY TS BY
S s Rata ok aEin A =27 e U1 dEeld oAl gEA FAREARE SN
AN Fddol HuAgel Foste B¢ T € LEVYEY TPl FHEeE A wEo] o
A AFE 1Y olddFel HdsA vehe £2 & W] R, FhLe] & 59 BI9FAE
otk obgd AFF ol wABA PAA 4 dok & Fast ¥ goe Ao o8d &
PN AL e A E A&EA FEIE 4 WA B oo, NS AAR I3 e 4P
A gg Ao At BE $AYS A9 9 BIFA Y A fAutele 439 %

74) S Alelae S olfe RS Fu AL 19 thEe] A vehbe Aol itk ole ¥e dEHe 371HEY

w27} 734 o] olgol7|T o}r,}

5 €9 7]?311311-?&9} ARl 43S mlAE AR Axe FAREA R 23 AAE ¥ dEBATF = FuA|
AN A2Hoz ggslwlt doih dPsne doigle 2gstn AR Y TRk A9 iz B3y dAE
BTG 8o g REEe gie) A5 A9 B ngs BAte e dud FHdETH] dUiE 31, A

s7e] BYel P2 AT JRE P $902 ARE FnAE 92 il

719 w2 ATME AxE B

2, 4E71%e S wole ’ﬁ’ﬂ.‘d Zojd g g gl ok e A1) 1A S 2ABAS A3l dt e FUE

AR A7 =AE dn ok AAE WEL Roe(2003) 9 Gilson and Roe(1999) .
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J|dxu Tz o) HxZAE: Moy J)gelee ZYH

oo it & $RueAE $dagel AR
A ge AddAE dRe) Agan Y =&
=AeE £E9 A9gnozs #7199

AG 3o
Z09o] Awsln e LEENS Fisld ¥
}E}” 740]@

FRAgA =Y NAE FaAA Wl
1% AEe oA £
o A3 E Fa 999 ¥

A FRAS Folv B W] wEA st

Aolth, fevee TRAFALFHFA 4@
Y& oA 2227t 3090 o3 A
LA Y8 E R oz HHAEE Hof g
SAMESFE FAHE =AM} gdRe Wee
Holatg, oA}, Bauxgtos FRdd. o
AP 142N, A et AR, 224
o AL - 2 wgEA, AIE £ 71Ed
Ao Qg e wAHE - AFD -l F
ngxPe At dge AEY - AA - F
Z 59 A=ANA, A7A 7€ =9 £ &Y
29 M, FALAFAL JlE 2229 ALt
A B3 A 5 et ok A
57H2A, 22219 5Fd ¢ sEAE 7248
o g, B X9} Fe], AhEA7Fe]
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The Political Economy of Corporate Governance:
Hostile Takeover and Labor’s Participation in Management

Sang Yong Park*

Abstract

Large Korean firms are facing a new corporate control environment as potential hostile takeover
threats by foreign investors are rising and labor's demand for managerial participation is
intensifying. These two control related new phenomena in Korea are analyzed in the context of
the political economy. Mark Roe's theoretical framework in which a political ideology affects a
corporate governance system serves as the basis for the analysis in this paper. Although the
political wind in Korea is blowing toward social democracy common in continental Europe, the
Korea specific economic considerations render the American model based on liberal democracy
more appropriate for Korea. The American model allows active markets for hostile takeover
but disallows employees participation in management.

Various governance mechanisms which tend to be substitutes to some extent are not
satisfactorily effective in Korea. Governance evaluations by international agencies show the
Korean firm's internal control system based on board of directors, transparent accounting,
disclosure and the like is ranked at the lower end. Since the Korean product market is still not
very competitive, corporate performance is not pushed by competitive forces from domestic markets.
Although a number of Korean companies are competing successfully in the global markets, even
those companies are suffering from Korea discounts, a phenomenon for deep undervaluation of
Korean stocks. Some firms such as SK exhibiting a deep ‘parent company discount,” became a
takeover target by foreign investors like Sovereign Fund. In the absence of effective internal
control mechanism and strong product market competition, an effective market for corporate
control should play a strong disciplinary role for large chaebol companies. Therefore Korean
government should be cautious at adopting institutional tools of control defense demanded by
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large companies and also try to keep the market for corporaté control ‘contestable.’

Labor's recent demand for participating in the top management decisions could be attributed
to general employment uncertainty which had increased substantially since the 1997 financial
crisis. Although financial economists tend to think that only shareholders are the major
stakeholder group to bear residual risk, the theory of firm-specific human capital from labor
economics implies that employees might also bear substantial risk, i.e., unexpected layoff and
the resulting loss of earnings over and above the opportunity wage. The earnings risk
stemming from an unexpected layoff could be managed either by employees active
participation in the management decisions and/or by providing schemes of profit sharing and
risk sharing at the firm level.

As to labor's participation in management, neither the hard type German model of
codetermination based on social governance nor the soft type Japanese model of ‘works council
workable due to lifetime employment is appropriate for Korean companies. A more suitable
model for Korean companies seems to be a model softer than the German model but harder
than the Japanese model. It is proposed that Korea strengthens the enforcement of a existing
law for labor-management council, ‘Act Concerning the Promotion of Worker Participation and
Cooperation.” Regarding profits and risk sharing schemes, two suggestions are presented. The
first is an ESOP with downside protection, commonly known as the leveraged ESOP and most
popular in France. The second is ‘Layoff Insurance Fund.” Firms could reserve a fraction of net
profits in good years and withdraw cash to compensate workers being forced to leave in bad
years. With such a risk sharing scheme, labor flexibility could be enhanced.

Key words: political economy, corporate governance, foreign investor, hostile takeover,
labor's participation in management
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