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FuH vlg, aRRAgEE EAQue J)dwRe
Qolth.

F< AMgatn 3o
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SRR

7b Aot 7 7199l dsiMe, 23R8 e] 0.624,
25270 0.283x0.325x0.624 = 0.05740] 0] |
A5 54 et 0006574_108737} Hl, Z
7199 A255AY A9AMEY E9A F =0t
Y7lgRct 3k, a#H, Claessens, Djankov,
Lang (2000)& Zx7zdM A4 9HBAE
J1Ee g Y7199 Agxuide] 0.2830]1, Z7]
A AGAAEE 0.2832 &3 @FEEH
A eg ANz, B dTdMe H& AeL
2 Aq AL PAkste d48 U A9t
7 da gal 71ge A ARH g AEe ®
dated A uAE Aot

HYZeEAT AIAMAY EYA AEE Ugt
Y HaozgE g9 Zo] HER Adste W
W3} 3o 2 o gahe W P 13} g g4
Aoz Auste i 2 Hgd dsE Hie
whgel olch Wl A WAL AuET
7h AL ARS A3 AUEeRE 2 AR A
HAE Pt JJFJ e AAMaA 23E +
9, ® AuATH 24A9 Aol AR o 4F
Afe BRJ T }% A5A9 ol #ASlol

93 Was 38 4 Sl 1% HE o
ol AfAN FJxE 2Hdle P A
ﬂHi# fﬂ%z‘za—?iﬂl Aol & AGAMALE EF

s

el

ol

[‘

=

Managers

28.3%

Firm X

0 0 03
0325 0 0
0 0624 0

32.5%
A

Firm Y

62.4%

\ 4

30%

Firm Z

(38 2) =8E=

& = 2
d33 850

ol j]

3
flow rights leverage)9
28 go| AfFERIF HF:

E:
T

2584 44?4 (Cash
Elge
IRz

do
a—
saad 998

744 “Hb ALt YREA/TZE  (internal
'731

3l g5

d]i . .
21) x, . % cash flow rights, Yi: control rights (F4

22) dy =y, =% (KDI B3M: 2003)

d,; N 3
23) 7 y, (AR 2005, ¥ Ao afTE YRR

—1log| 2-
24) ddi = log[ ,J (7)_% 6 E 2005)
25) #238de] 0 7}77}‘) TJHE it
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7Rzt 7|7k

Ael7} it
0 0 0 0 0 o0l
@102 0 0 4y[02 0 0
0.1 01 0 0 01 0

¢) (03 01 0 02 01 0.1)

(12 3) T2ioj=et 28BS} ojERA

ﬁ.

e -

42583 AL
A,
iR FH A4AES A (1DF o] 7B

&,

rir
e}

3 e e Tk
L3

(11) c}.+mj.+fj=1 j=1-n

¢ AWFF AR, m: BRF L 2933 A

fi AG3AL A8 n: AGIHA £

iz

A1) A(12) 2 Jepd £ Sith

(12) c+m+ f=e: Vector notation

Ad3|Ate] WEASTZE (internal shareholding

(s,)= A, 2(12)E “<13>
A, A(13)5 Hesd A(

structure)E S
o7 ®¥g &
7t @}

(13) c+m+Se=e

(14) e=(I-S)'c+(I1-S)'m2®

4 zgdnt dizlel vl8E SH2

o=
B 1]

Yrafrzs ndd AuFsd T3

li-sy'e),
AZE CF( o +f, ) 7b 8ok 7193€e W

cf7Ert 2 g (5,)-0 d 2% 83

(i

-{:t e

‘E‘ 3]_ f4=0 O]D:‘
CFe 1o 5o d5sidd Z9A Al LA

=2
e AT 94“]5}31 =0oj®  CF& 00| Ho|
425549 4 ]Hﬂ?_/l 243 e} 4 2
AL 9njgit}. ¢ & A3 A2 AH 4
A& (direct ownership)o]x AHA AFA Fol
B fiE AL ARz HH 2HAE
(indirect ownership)olx B AfA &t}
4.2 &M 1}
(FE D3 (E 2DlE 7I€SAFS H519 A

BAF7E 71590 slek. vjE o] A F
Ae 0.0482 A77EFAe) FEF 0.011 Ho
4R AR, v ae] F3kgte] 0.0309) W
B ApAEEAe] FHEE W2 di¥l 0.0022
A, AVFEAS7AA 04 HF2a Ao 99uE

(OB) ¥ &€ 09530, of Fold o) By
Hl& 8 0.1389] HAHgs zeth dF5F 44
R(CR)E ABNEASTE 124, xwu%%u ag

zmw A9 DA AU 9, Al

4RAAE 0060224 AF5EA B9 3

S 2 ASen, W e AYEAY

AEE B A9 FHAAEAdME dHFA%
AFNEFAE FeAd FRBAI} HolA| A3t

26) Jaang, Daehong T., Kyung-Soo Kim, Woo Tack, Kim, Sangsoo Park(2002)2 A5
ol &3le] dF5ER A9 A YAZE FsArt.

AL, & AFdME ol AHE

AU H3sH H5E 20079 10¥

o 29133

o —r‘zlﬁ & ° ?‘—1—5]-
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2 g7 #4717k 2000d ~20054 09, FEE 89S AT 7Y F 12€ Aabdce
2 745 3lt}. Capital expendituret= W& thu] du)Ezlol R&D expenditurex v
el APAEEAE gudth. cGre N19AMTFE A5, CFe d338¢ - 294 93
%, IDTAw FaulE, Las: A3 Adts, [REVe WEd57HE, DIVE Mg, LA
e 71998 & ouigitt. OF, = o9 div] Jful g, SG, = vz div) Bojelw) NOE,
T W&y div] JgguES reitt

Mean Standard deviation Q1 Median Q3

Tobin's g 0.777 0.225 0.642 0.745 0.877

Capital expenditure]  0.048 0.242 0.008 0.030 0.073

R&D expenditure 0.011 0.034 0.000 0.002 0.013

Cal 0.467 0.081 0.416 0.460 0.516

CF 0.562 0.405 0.080 0.668 1.000

TDTA 0.480 0.244 0.329 0.476 0.621

LAS 7.781 1.484 6.770 7.585 8.572

IREV 0.370 9.602 —0.011 0.031 0.1%4

DIV 0.235 1.338 0.000 0.123 0.271

LA 3.267 0.855 3.178 3.465 3.737

OE 0.953 0.149 0.893 0.946 0.9

SG 0.138 0.131 0.063 0.096 0.158

NOE 0.084 0.106 0.031 0.055 0.094

(& 2) dal
EEY vl g dYe (& DI 2o

Tobin's g CAPEX_R&D - CGl CF___TDTA __LAS = IREV DV LA
Tobin's g| 1.000 © -0.251 0078 0.038 0.072 = 0.687 -0.022 0.0 -0.023 -0.12
(0.000) (0.000): (0.040) (0.000) - (0.000) (0.204): (0.891) (0.221) (0.000)

CAPEX 1.000 -0.014: 0.040 0.0%6 -0.31 0053 -0.000 0.007 0.013
{0.407) (0.009) (0.147) (0.000) (0.002) (0.999) .(0.700) (0.466)

R&D 1,000 0.032 0.021 -0.008 0.004 -0.006 -0.014 -0.069
(0.084) (0.233) (0.654)  (0.785) (0.734) (0.469): (0.000)

CGl 1.000 -0.020 -0.077 0.381  0.011 -0.001 0.008
(0.276) - (0.000) (0.000): (0.548)  (0.950)¢ (0.654)

CF 1,000 -0.044 -0.279 -0.024 -0.001. 0.087
(0.014) (0.000) (0.172) (0.950) (0.000)

TDTA 1.000 -0.010 0.001 - -0.038° 0.003
(0.575) (0.928) (0.047) (0.831)

LAS 1.000 - 0014 0020 0052
(0.421) (0.283) (0.003)

IREV 1.000 . -0.008. -0.126
(0.840) - (0.000)

DIV 1.000 = -0.003
(0.871)

LA 1.000

1214 HASATL 736A MEE 20079 10¥



7|gx|sTEY 7 U7

B Tobin's Qo W&l ¥ FEale &
WAFE 73, dPiEERe 4
*’F% e AR et 71gA T
719547 Z197H el wAl = ekl o
A A sk AHEAS 2}

(I8 bHe 7IdAMTE A5 (CGDA w%e
Tobin's q ##< Yehled, 71gAw+2 3
T ABAHEAF o]dlA Tobin's q ol
0.8992 th& 49 J"ﬁit} & ZAR
QA P2 B S 7FoR 3 PiA)

lo
do Ho
o 1o
R

FN
s

Tobin's g

EX} 2247 2ol H|BRE SAeR

AR E Tobin's q Faol Zol7 Y& Aoz
Uehdt}, (28 5)e Z1gAMTF2 A4(CGDA
e Adusa B Jehn, (28 6)2 719
ATz AF(CGDY we AFALFR Bds
et ey, 719472 Ao Wt $7Hl
et FAb Hi® ke S Bolu, Hua
HARoN e HH|FAd st 1% RfFFoE
0.1530]z, GF/NEFEA daiA 1% s
2% 0.0229 FFAE Jehdd

(£ 3)& FAAZ| 7|YAMT2E Fdto] 7]

0.9
0.8
0.7
0.6
0.5
0.4
0.3
0.2
0.1
0.0

Q1~Q2

CGI
Q2~Q3

(28l 4) 7|UxieiEAS9} Tobin's q

CGI

(3 5) 7GR T =t MR

ZdstolE ®i36A ®M5E 20074 10Y
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SRR

R&D

S IeE

0.045
0.040
0.035
0.030
0.025
0.020
0.015
0.010
0.005
0.000

~Q1 Q1~Q2

CGI

Q3~

Q2~Q3

(I3 6) 7|GR[EfTE} ATIHEFER

A7HA Uh‘l% ko] Ba FAEA Aot}
AAEA (1)oA AduiTxtel A eEae] A
38 ﬁ:ﬂ 1% FFTo2 49 @S Jed
o AR dig 4358 Agde 0.226
oli @TNEFA WF AT AFe
1.81 ojth. AH|ERe] ggt AFE 10% Hols
ZdA -0.029 ojth. AujTE A&t zow A
v Bt} APREAR QA YN E ZIHA

R e L RE TP L P EECE S I
*éﬁl-ErZ}—E Q7 e HRe & otk A
QZAE Wl gat AARY (3)ANE FAbgh
Qb wmw 2 B9 #97 WA
Uerth (1% $9%%)
(E 39 AARY (2)E 3 %G% 2] o
g BAsh Z1Qske e B Ask),

CAP*DUMCY AF7t 1% H9% %01]*1 0.553

o & 71 R&D*DUMCE A7t 1% w9
oM 2.2929 g UET ol Ad:
@_%6% AR} L 71 doMe duF
2o AFPEERE %H 71477 dedtte
Ag 9 l gttt 31 A4 (4) oM Z197HAE e
1216

W+ %9 Tobin's qol tigt tigtezA Ajx
A¥ EV/EBITDAY Wg E4ZxE Jehjz
itt. EV/EBITDAE 747X & #Hrkle Wi
AQ WYo2A, HA 7199 EV/EBITDARTH=
AelA o] EV/EBITDAZ 7197HK& #7hs)
%Hl 2o} ouile gholgt & 4 9tk 3HA

011*1 A4dz=4 € EV/EBITDAC gt &dF
A Ao whe} HujExiel ANd -Erxw
T‘Hw F9 dEFE A E Aoz vepdtl g

A Eo duRatel Feggise A

7b 10% s9eFdA 0.1890) 1, AFNaEA
o] 38U A7t 5% el 9.236
ojty, 1B g dFEEAT AGR|ujHe] X3}

= 71l old e FATE 7197 %o #o
gF 3Eg nlx| = 7lo§_ﬂ}ﬂ§- ot}

(Z DA FAY (1)L Am+x J5E 718
oz 49 10% EMOH EHES} A2t Ay
FAZE NGRS F 7197 viAlE
o B A+ (CAP*DUMI1S Asgh)ol 1%
freleEalM 0.39724 (& 3)9A 2A4(1)Y
gavnld WE AsH 0.226 2o 2g 43S

HASIAL n3eA x5z 20074 10¥



=7k BEek 39 DUMC=1°]2, 2%4
3558 A= o

vne=—u

Aifoln, RFP2E

CEEERES

3 2aA

RO L |

ow DUMC=0°lt, 281& 719974
Atoln}, TH3IL 7R MTE H5E
Ao T S| ARA Aelth B¥4e AMQJEHE EV/EBITDAY Wt d35 58 dAEe d3d|

Z3 ¢te] & Heteroscedasticity-robust t valueselth.

d(variable name)

7be, DIVE W%, LAE 71998 ¢ 9rgth

T U )

A 249 goltt. TDTAw= FAuE, L4S: ALY Adds, IREVE &%

Y= 10% RAFE, e 5% wAFE, T £ 1% #YdeTE Yehdd
(1)Tobin's Q (2)Tobin's Q (3)dlg)  (4d(EV/EBITDA)
Intercept 0.299 (3.87%*%) ~ 0.653 (4.14%x*) 0.004 (0.08) 0.878 (0.08)
CAP —0.029 (-1.41%) 0.085 (0.77)
R&D 1,727 (5.37xx%) 2857 (4.61+%%)
CAP+DUM 0.226 (3.06%*)
R&D*DUM 1.81 (3.94#x%)
DUM 0.012 (1.00)
CAP+DUMC 0.553 (3.77%%%)
R&D+DUMC 2,292 (3.46%*%)

DUMC 0.062 (2.55++) 0.896 (2.42%%)
d(CAP) 0.012 (0.28) 0.279 (0.86)
d(R&D) 1.721 (5.50%%x) 0.083 (0.68)

d(CAP)+DUM 0.063 (2.93#++)
d(R&D)*DUM 0.796 (1.78%)
d(CAP)*DUMC 0.189 (1.72%)
d(R&D) *DUMC 9.236 (2.49%%)
TDTA 0.555 (18.41%%x)  0.303 (4.05%x+)
LAS 0.025 (5.79x*x) 0.011 (1.28)
IREV 0.016 (2.40%) ~0.001 (~0.63)
DIV -0.004 (-1.24) ~0.008 (~1.21)
LA —0.061 (=6.58%+%) 0,002 (~5.23**x)
d(TDTA) 0.561 (18.93***) = 8.315 (11.60%**)
d(LAS) 0.023 (5.22%%*) ~0.091 (~0.90)
d(IREV) 0.007 (1.66%) —0.226 (—2,10%%)
d(DIV) -0.005 (—1.21) 0.054 (0.62)
d(LA) ~0.062 (—6.50%*+) 0.148 (0.70)
M o] zg z% =X S xst
A Tra| =zt =5 o1 el
Adj R-sq 0.113 0.245 0.194 0.088
F value 17 . 70%xx 13.87%** 41 B65%* 13.96%**

ZHEoI T H36A H5E 20074 108
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e

Bl

QA T2 e ARy FHFEo] UE Al
ENFER P du, HF P 284 W
FH U7 g, Aujrz Ag 2A Hoke A

TE 4:147} oujgle Axd § ot (E 49
A ()M e 7IgATE o]-§-3}
"'ﬁ:’ﬂo}d‘;ﬂ] dld dx=e A =1
g gholl dal MRS onE t"’%} g
B, 71gAT2 4 5% FAFES 1Y
ogzog Augald ATNEFEAE o 7
A7HNE AeAdlE Aoz ekt sA4 (3
&) A zA g EV/EBITDAY] diste] 71A]u
T2 FFd weh duEatet AFAEEA} fre
Ao] oke] JS njA = Ao qg}u}q

Demsetz(1985)€ 7197k ¢ &fA w7z ¥
Fol YAy BAE Adstded, 2e 7197
7} gt wel afA TRt gA 2357 o
Fol| A ugzoA A7k Ze A 9
FaAE 24e ¢ godn FAAAG. £,
B (1998)9) AT AupallE WEA & g
A 71gol OLS ¥4 A#RE AR X sH
g Aoz BAHol X7t 797 FEE vl
A1 7197807 WREA & A vA e A
7F urshth,

2 ApoMe 719719 1dAm Tz WA
A BAE Az A8 Z19A TR 2 714
(DUM=1)9l| thsle] Two-stage least squares
249 Agstd. A ZddqME 7T
Z7} 71471, B, ZIdTR, A E, A
Zd27be J199Y, AFEEREA Y sty
ARH 5, FHA 2l e 7|77 AdulF

41

=

:\.9
gy

PN
T

o
m\m

2 H>
i

:(o[LMOZi_&

p=)

\/_4

£

22
Exil

etz

b, AFANLER, G EZE, JI9TE, A
& n2dE7ts, WP, Z19dFEd Ao
AR (X 99 B¥4e 7|gAN T2 &
719 (DUM=1%! 7l‘§) & Two-stage least
squares& Ap&3H 4 ATEA, A E2}|

&AM 1% —’Fv’f ko] 2(0.595)% %L,
AL EAd e 1% FodsrTez ¥9
7(4.836) < 2= Aoz YN

(F 52 71dA72E sk dek EA42
#2X, CGIL~CGIhe 71gAM+x sdsE
Uekdth, CoI1e F59 dgrgold, CGl2e
o|Al3] A ¥4, CGI3L 739 F494, CGH4
E AT, a8z CGlbe 499 #auiiol
t}. DC1~DC5hE CGI1~CGI5ol &g Hujds
24, G 38 pei=1°ln FoW DCi=0
olth, 71N MFZ MG FoM ALY ¥
Azt A7) 2 399 HaulE 5L Tobin's
q% EV/EBITDAY] st 4@ AAE HolA]
ot 2o AR GEo] AHFatd of
sl CGI13 DClo] #9189 Ang nolxm gl
o]Alg FAH 4 5 AL EA o
st CGI29 DC27}F frefAl o2 yelsitt.

(% 6)3 (B )& 4327 T 3 - E]
1A 2ol weh g A FFubestd #E 3
ARA Aot} 7|gA M F2E AHH o v §
2o JFE vA F dn FHAHOR HEEH
Arrggol 71Q1Ete ARt g & Wt w3
£ 9%e 2 5 .7 dAu T2 A4o|
g v 4R &S AaAA AFAeR wjEd o

H] dgiu]golut mfEAchu] G vl Gl

x4, 2o §44 847 A9 v

ol
=4

a,

oor]'

ok

ol o

27) Ang. Cole & Lin(2000)
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N
2L

J\Ex|sT R VWb &R 2B ti2lel Bl8E BHeE

(% 4) 49110%0H0|9 7|FX|ui#x £9I, EV/EBITDA. 2SLS 242

AR T2 A5 A 10%0l 3 DUML =103, 182 ¢oW DUM1=00]t}, 812 Auj1z JF
29 10% du|g o] &3 Eddnoly BY2E 7AAM TR H(CGR)E o438 BHAARA T dxy
£9E8 248t BESE o2 Hoslgth 283L EV/EBITDAY 3t EAZA#2A d(variable name) &
A 239 golth. 284 NdR TR 2L 719(DUM=12 71$})9l thet Two-stage least squaresE AM&-
& AFEM AnaA, A4 ZdoME 7Rl T2 197, WA ZI9TFE, FAuE, ojEASt
&, 71998, 435 5UYA T Adte] A, FHA LM s 71977 AuEA, d7EEAL
AR, ZIATE, g, fEAZ7Me, WA 7199 FH ) s 2P A
23 ¢k 7+ Heteroscedasticity-robust t valuese]th.

Y 10% SAFE e 5% wUFE T E 1% #AFES e
(1)Tobin's Q (2)Tobin's Q  (3)d(EV/EBITDA) _ (4)Tobin's Q
Intercept 0.681 (13.63***)  0.587 (11.87xx%) 0.103 (0.17) 0.615 (4.76x*)
CAP 0.038 (2.11%+) -0.013 (-0.42) 0.595 (5.27%*)
R&D 2.204 (9.81#%+)  1.320 (3.75%*%) 4.836 (9.91%*x)
CAP*DUM1 0.397 (3.07»+)
R&D*DUM 1 3192 (4.79%++)
DUM1 0.122 (5.30%*+)
CAP+CGR 0.192 (2.17%*)
R&D+CGR 3.453 (5,29%x+)
CGR 0.039 (1.88%)
d(CAP) 1.5%4 (0.92)
d(R&D) 0.727 (0.10)
d(CAP)+DUM 5.071 (2.42%+)
d(R&D)*DUM 6.618 (3.08x++)
DUM —0.508 (—1.48)
CGl -0.211 (-1.36)
TDTA 0.507 (17.52%%%)  0.512 (17.29%*) 0.580 (14.34%+%)
LAS 0.004 (0.98) 0.015 (3.70%%) 0.020 (2.30%+)
IREV 0.018 (2.77+*+)  0.019 (2.77xxx) -0.001 (-0.62)
DIV —0.005 (-1.42) -0.005 (-1.31) -0.002 (-0.39)
LA —0.081 (=9.17%%x)  —0.084 (-9.27***) ~0.081 (=5.19%*)
d(TDTA) 1.895 (12.20##+)
d(LAS) -0.074 (-0.59)
d(IREV) -0.001 (-0.01)
d(DIV) -0.003 (-0.03)
d(LA) 0.271 (1.02)
Aol -l -ty =28 Z3t
o =] =3 zg zg Zs
Adj R—sg 0.303 0.284 0.079 0.224
F value 74.25% %+ 67.96%** 13,71 %xx 17.51 %+

HASAL H36A M52 20074 108
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(8 b) 7|gRHTZ steiEsol 2t =4 2ot

COII~CGI5E 71972 98524 339 Bz, ok 7434 89, 399 F94,
VIR 498 HANES et

1220

(1)Tobin's Q

(2)Tobin's Q

(3)d(EV/EBITDA)

(4)d(EV/EBITDA)

CAP*CGl1
R&D*CGH
CAP*DC1
R&D*DC1
d(CAP)*CGI1
d(R&D)*CGN
d(CAP)+DC1
d(R&D)*DCH
CAP*CGI2
R&D*CGI2
CAP+DC2
R&D+DC2
d(CAP)*CGI2
d(R&D)*CGI2
d(CAP)*DC2
d(R&D)*DC2
CAP*CGI3
R&D*CGI3
CAP+DC3
R&D*DC3
d(CAP)*CGI3
d(R&D)+CGI3
d(CAP)*DC3
d(R&D)*DC3
CAP+CGl4
R&D*CGl4
CAP+DC4
R&D*DC4
d(CAP)*CGl4
d(R&D)*CGl4
d(CAP)*DC4
d(R&D)*DC4
CAP+CGI5
R&D*CGI5
CAP+DC5
R&D*DCS5
d(CAP)+CGI5
d(R&D)*CGI5
d(CAP)*DC5
d(R&D)+DC5
e
EXH
Ado|
o £ 0|
Adj R-sg
F value

0.992 (2.85%*+)
-0.038 (-0.02)

-0.638 (—1.05)
5.984 (1.75%)

0.911 (2.12%%)
5.191 (1.62)

0623 (1.06)
-0.242 (-0.12)

1.232 (2.53+%)
5.207 (1.51)

SR
0k 0 o ok

o)
g8

33.55%%*

1.433 {1.92%)
-0.062 {-0.59)

—0.066 (-0.32)
2197 (2.14%+)

-0.023 (-0.44)
1.535 (1.90%)

0,560 (1,78%)
1.247 (1.26)

0.093 (0.82)
1.137(1.39)

W H R R
IOk 0 [ ok

:

27.40%x*

3.871 (2.50%*)
4.287 (0.61)

9.755(0.80)
1.796 (2.16%%)

-2.634 (-0.68
-0.402 (-0.19)

<2

—4.375 (—1.65+)
-8.568 (-0.86)

—-0.3% (-1.17)
-7.650 (-0.91)

WL
i
m 0o nok

=%
0.161
8.00%x*

5.280 (3.89%x+)
4.772(0.79)

1.510 (1.40)
5.364 (2.27+*)

1.590 (0.29)
-7.627 (-0.60)

AABII ®36A M5E 20074 10Y



Jdxlefzet 7| A7Al £AF 224N tizjel 8|82 FMeR

(% 6) YUd|Sa} Tojpiz|E3o| Bet 24 2ot
71942 47t HEEY 29 DUM=1°l1, 184 ¢od DUM=0°lth. @35
Ax7h BiEY 298 DUMC=1°]2, 1%4 %}2‘5 DUMC=0°It}. 2% <o} @& H

robust t valuese|t},
& djy] gojdalulolt}

24 - A9 o
Heteroscedasticity-
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F value 8.15%xx 8.15%*x 22 37x*x 21.97 %%
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Corporate Governance and Firm Value
- Agency costs and efficiency of capital and R&D expenditures -

Young S. Park* - Nam Gon Kim**

Abstract

Corporate governance deals with the rights and responsibilities of a controlling shareholder,
companys management and various stakeholders. Corporate governance affects market
confidence as well as firm value. Therefore good corporate governance is essential to firm
value. Both the legal protection of investors and some form of concentrated ownership are
essential elements of a good corporate governance system. Legal protection and large
investors are complementary in an effective corporate governance system. The most enthusiastic
assessments of American corporate governance system come from those who put greater
emphasis on the role of legal protection than on that of large investors. In contrast, advocates
of the German and Japanese corporate governance system point to the benefits of permanent
long term investors relative to those of takeovers.

This paper, from the perspective of firm value, analyzes the effect of the capital expenditures
and R&D expenditures with corporate governance after the IMF crisis. It includes the
theoretical models for the relationships among corporate investment, corporate governance
and firm value and the empirical research how corporate governance affects firm valuation of
capital and R&D investments. This paper employs two proxies of corporate governance, the
Corporate Governance Index of KCGS and the ratio of cash flow rights to control rights, and
study whether firm valuation of corporate investments varies with corporate governance.

The primary findings are summarized in the following way. Using a sample of non-
financial firms listed on th Korea Stock Exchange over the 2000~2005 period, the test results

indicates that the firm valuation of the capital and R&D investments depends critically on

*

Department of Business Administration, Sogang University
** Department of Business Administration, Seoul National Universit
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Corporate Governance Index and Cashflow Rights Ratio. Specifically, this paper finds a
significant and positive correlation between Tobin's q or industry-adjusted EV/ EBITDA and
both capital and R&D investments for the group of firms with high Corporate Governance
Index or firms with high Cashflow Rights Ratio. The results also show that agency costs as
measured by the ratio of operating expenses to annual sales are negative to Corporate
Governance Index or Cashflow Rights Ratio and significant at 1 percent level and costs as
measured by the ratic of annual sales to total assets are positive and significant at 5
percent level.

Taken togher, these results suggest that the successful corporate governance systems rely
on some combination of concentrated ownership and legal protection of investors, therefore
good corporate governance is essential to increase the firm value with capital and R&D

investments.

Key words: corporate governance, firm value, cash flow rights, control rights, capital
expenditures, R&D expenditures
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