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(B9 87 £M1:
White Heteroskedasticity-Consistent Standard Errors & Covariance

2 1 2 3 4 5
Variable Coefficient Coefficient Coefficient Coefficient Coefficient
t-Statistic t-Statistic t-Statistic t-Statistic t-Statistic
C -148.416 -146.241 -149.761 -146.078 -149.076
-5.566"** -5.513*** -5.633*** -5.542*** -5.627***
0.374
SCORE1 2 5837
-0.116
SCORE2 1 056
0.243
SCORE3 2 063
0.222
SCORE4 2.195"
0.384
TSCORE 2.100**
AD 0.037 0.036 0.037 0.038 0.038
4.641** 4.541** 4,623+ 4.755*** 4.749***
0.018 0.019 0.019 0.018 0.018
RND 2.982*** 3.074** 3.096*** 3.000*** 3.019***
-0.016 -0.014 -0.017 -0.016 -0.018
LH(SALES) -1.281 -1.103 -1.357 -1.252 -1.376
0.016 0.017 0.017 0.017 0.017
LEVERAGE 3.755%** 3.672*** 3.835*** 3.735"** 3.842***
45.280 44 687 45.722 44 582 45.482%**
LN(YEAR) een 5 569" 5.685* 5.591** 5.675
0.141 0.156 0.151 0.151 0.147
CHAEBOL 3.076""* 3.408%** 3.330*** 3.362*** 3.264%**
-0.057 ~-0.062 -0.059 -0.059 -0.057
MARKET -1.595 -1.756* -1.652* -1.673* -1.612
Adj. R-squared 0.190 0.194 0.196 0.197 0.197
F-statistic 23.401 22.421 22.776 22.846 22.873
Az
D 225 A9 22k 2t By o] Aol ofgfo AL £a= t goarte 1y e %, 2L *E 1% 34

EAHOE R9IPS ojulay.

i=70 71:d)

2) 71 BT dgd gl Aede bed 2o
TQi = BO|+ Bk] Elg)'é Z]"Fk'}' Bm*%ﬂ‘ﬂ‘){:c + Thi* E]u]‘ﬂ'/;‘n + &
SCORE(F%74 A =71 71ge] 3% &3 4(D)/AE N (el g5 g
(k: 2REEA Al EE A olx}E & oA 3 ATHA
TSCORE(# 4 %5 =14=) = (SCORE1 + SCORE2 +SCORE3 +S(‘ORE4 /4
TQ(ERlG) =715 AWW /A 50 diA)7}A)
AD(Z1H])) = (Favj&/m2d) * 100
RND(A70 ) = (277420 /oy 298 « 100
LNSALES(m &) =Log(vl|&<))
LEV(#:] v)g) = Z}E'-/X}*P) * 100
LN(YEAR) =log(7191&
CHAEBOL (A &4 Eiﬂl AEL&7|deldd 1) ok
MARKET (A4 du]) = A4#71¢4ela 1, KOSDAQ 71%e1® 0
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White Heteroskedasticity-Consistent Standard Errors & Covariance

) Adinl’e] A4 (coefficient) &
718 2¥z wgo it 78"]?{
TQ =
SCOREx(%%94 Ao =71

@t\)

Boi+ Bu*5BA Adkt+ B H
¥ 7iglo] B¢

ko rgema ARy, ol A3l EE A MT X
TSCORE(AAEHA4) =(SCOREL +SCO RE9+SCORE3+SCORE4)/4
TQ(£q - ] AR A Az A 7HA
AD(Z81) = (38 &/0 29 <100
RND(& 770 ]) = (A o e /o 2 )+ 100
LNSALES(sales) (" &) =Log(WEAH)
LEV3 W8 = RS2 100
log(YEAR) =log(7194 9 %)
A o) = A Aa2719lol 1 ol 0
MARKET (1] %2 tam *&%71?;101?11 KOSDAQ 71412 0
INDUSTRY (4] tnl) = 44 ARqjo]d | oply®

HASOIT 5352 M55 2006 108

(DJ)/7H% 7)o AEs

B}

=70 718

) 1 2 3 4 5
Variable Coefficient Coefficient Coefficient Coefficient Coefficient
t-Statistic t-Statistic t-Statistic t-Statistic t-Statistic
C -144.498 -143.174 -146.058 -142.405 -144.653
-5 445*** -5.414*** -5.508"** -5.430*** -5.493***
0.389
SCORE1 0 G55
-0.083
{ SCORE2 701
\ 0.232
SCORE3 |] 1 o35+
‘ 0.232
SCORE4 | 2.263*
0.428
TSCORE 5 906"
D 0.036 0.035 0.035 0.036 0.036
4538 | 4.449""* 4517 ™ 4.643"* 4.635"*
RND 0.018 0.019 0.018 0.018 0.018
2.842*** 2.933** 2.946*"* 2.834*** 2.854***
-0.008 -0.006 -0.009 -0.007 -0.009
Ln(SALES) ~0.587 0,445 -0.674 -0.545 -0.701
0.016 0.016 0.017 0.016 0.016
LEVERAGE 3.349"" 3.288*** 3.433"" 3.329*** 3.435***
44.025 43.687 44 537 43.400 44.069
Ln(YEAR) 5.488""* 5,463 5,555 5473 5,536
0.116 0.132 0.127 0.128 0.121
CHAEBOL 2,656 3.032*** 2.922*** 2.964** 2.808***
-0.039 -0.045 -0.041 -0.041 -0.038
MARKET -1.065 -1.217 -1.131 -1124 -1.047
INDUSTRY EX ¥3 B EA) 3
Adj. R-squared 0.146 0.140 0.142 0.143 0.144
F-statistic | 9.598 9.166 9.312 9.375 9.418
a2z
1) 2% 99 £l 7 EY w5 Agoln offd e 2t FORTE 1%, e 5%, 291 e 1% oA
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(E 1) R I

Ny &

4} 7| 7HA|

SEMD I\ - YA

Variable Coefficient Coefficient Coefficient Coefficient Coefficient
t-Statistic t-Statistic t-Statistic t-Statistic t-Statistic
c ~-111.200 -110.618 -115.567 -108.360 -113.598
-4.386"** -4.349*** -4.559*** -4 291"** 4491
0.136
SCORE1 0.960
-0.008
SCORE2 0,068
0.302
SCORE3 2 261%
0.282
SCORE4 9 498
0.441
TSCORE 2.233*
AD 0.014 0.014 0.014 0.015 0.015
1.934% 1.938"* 1.936** 2.116* 2.071**
0.021 0.022 0.021 0.020 0.020
RND 3.331*** 3.453*** 3.401*** 3.237*** 3.211
-0.004 -0.003 -0.005 -0.006 -0.007
LNSALES -0.315 -0.235 -0.415 -0.476 -0.561
0.021 0.021 0.022 0.020 0.021
LEVERAGE 5.284*** 5.369""" 5.503*** 5147 5.308***
33.944 33.784 35.261 33.058 34.637
LOGYEAR 4.421 4.387"** 4,594 4.323*** 4.523***
\ 0.163*** 0.168 0.161 0.167 0.160
CHAEBOL 3.611 3,730 3.591*** 3.738*** 3.555"**
ﬁ*‘”“md 0.112 0.111 0.119 0.121 0.119
~-squared
F-statistic 11.457 11.307 12.138 12.322 12.118
e
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Corporate Transparency and lts Value

* ¥k %

Hun-Joon Park* - Hyun-han Shin** - Dong-kwan Kang*** - In-Su Kwon

Abstract

Corporate transparency is one of increasingly interesting subjects to academic and
financial area because the level of corporate transparency is often regarded as one of the
leading indicators of good corporate governance and an investment guide for investors.

The importance of corporate transparency comes from owners nominal property rights and
the actual power of decision-making, i.e. a separation of ownership from managers in
corporate governance. Transparency and disclosure are integral to corporate governance
because of agency problem. This agency problem can be mitigated in practice in several
ways: by an active monitoring of board of directors, by timely and adequate disclosure of
financial information and vigilant activity of auditors, by clear disclosure in managers
implements and by a transparent ownership structure. Therefore, higher transparency and
better disclosure are expected to reduce the information asymmetry between a firm's
management and financial stakeholder, equity and bond holders, and .in turn, to mitigates
the agency problem of corporate governance.

The firm is viewed as a set of contracts among factors of production, with each factors
motivated by its self-interest. Economists have long been concerned with this principal-
agency problem that arise when decision making in a firm is in the hands of managers who
are not the firm's share holders.

In the context of corporate governance, the meaning of ownership is different from the
general meaning of ownership because “in large, in publicly traded corporations, normal rights that

constitute ownership of real property have been unbundled and parceled out to
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numerous participants in the company’. As consequence, owners nominal property rights
and the actual power of decision-making in open corporations have been transferred into the
hands of the executive group (Berle and Means1932), which leads them to the state of
asymmetric information. In addition, economic actors including executives, shareholders,
stake holders, and so on are not rational but limitedly so (Simon, 1962) and may be
opportunistic. Therefore, it is highly important for all economic actors to disclose
information. Also this disclosure should be accessible, timely, and reliable.

Standard & Poor's has introduced a methodology to measure the level of transparency and
disclosure(T&D) and assessed the level of transparency by searching company annual
reports for the inclusion of 98 possible information items (‘attributes’) broadly divided into
three sub-categories. These three dimensions includes ownership structure and investor
relations, financial transparency and information disclosure, and board and management
structure and process. This level of T&D is measured from the company annual reports for
98 possible transparency and disclosure attributes using a binary choice. The data includes
over 1600 large and liquid companies in over 30 countries.

We basically followed Standard & Poor's methodology, but changed its three dimension to
four dimension. For this, we tried to define what corporate transparency is: it stems from
the nature of the firm where the asymmetric information takes place among the economic
actors in corporate governance, so that we conclude that corporate transparency is the
disclosure of adequate information the subject of the firm's ownership structure, the
management structure including manager’s initiation and implementation, ratification and
menitoring structure in a board of directors, and operating and financial statement and
practices, which should have the characteristics of accessibility, timeliness, and reliability.
According to this definition, corporate transparency is categorized into four sub-categories
such as transparency of ownership structure, transparency of corporate governance
practices, transparency of the board of directors, and transparency of accounting. Then, we
develop their attributes according to these four subcategories and measured the levels of
corporate transparency and disclosure. The score of T&D in 1271companies of Korean
listed- and KOSDAQ companies is measured using binary evaluation method. The analyzes
results suggest that firms with higher transparency and disclosure are valued higher than
comparable firms with lower transparency. Therefore, our results provide an theoretical view
that the agency problem in corporate governance can be mitigated by higher transparency

and disclosure of corporate governance in practice.
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This paper begins by describing the opacity problem of corporate governance and the
previous literatures on transparency in Section 1 and Section 2, respectively. Section 3
introduces the method of measurement for the level of transparency and disclosure and then
shows the correlation of technical statistics using cross-sectional data of T&D scores in
1271 companies of 2003, The last section provides a summary of results and directions for

further research.

Key words: Transparency and disclosure, Firm value, Agency problem
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