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& a7 e FIALHAPE(F)AM A3
£ KIS-Valued] B2 F 437199 AFHLE
F2 AT B4 did Ve vEede
Jddste A2 PR 2y ke
1992914 2007371212 AAAct. AFAR
olgle] AE7IHe] £/ FEoiF T HATH
AEE LA AN ket v) B 3A A7
o ARE o3t 4EAUE AA 9
st} o] HAE 7IdE ERIAG. EEY

i T S e R, T, WO S W A 1 bl

£ oA AA/YH Rergoee Ry Y

BA7I17F B9 KIS-Value2%E £ Ao A
48 AFARE 78 F e 7de AYI.
olde ¢ FFde R/ 719-9 #A
£ 14,2617001% " (& Dol A= #2719
9 ¢, vlE oy 7183 2 Aoy ¥ &L 4
B dc}. ofgd, 7ll.='— I Foy] FA Aol vjZ
dojA AAste HlFE Yehidic AAHoz
BY vjEd gy J'F'—‘L 2 o] ¥]go] 1990
dd & IMF 3899718 22 olF IMF 3§
471 ojd B} A dolx 2 & & o

E3|, 718392 199245 0.3%°1F Ax
doliA HIdE 0.1% AFd AF23n o
g HoujuEE 199635744 wd 0.3% 3
2 fASE 19989EREE 0.2% nlut]
HE23 g vjEd oy 71%—14 Ao A
Jdz IMF 3€47] Hd= $A) 8t}
7} 19989 % o] FdlE uaa‘}ﬂl #ad 7tn A
o Fakde] g Brleelde] vl FAMtE
oY EE 1990¥d % FHHAVNE FAHLE UA
o 2o odsEtr} AdEE FAE Boln
Atk 20008 FEolF 7199 &olg gl A
AAE R o E76ta, 7183 2 Aoy b

&0 IA ¥&L ¢ F 4.

J‘-?.O

11) 383 ATAY 247123 Wdol BiF3 BA3 @et vlabeel slg.

12) £ A79ME Alexeev and Kim(2008)o14 AHE@ Ade] £7715¢ 283t & 77105 TAAAUL N Ui
£ 300 AEagel THE 25E BF TPsch FW, AW ¢ ERE 715 AT AU AR g @ A&
Agages ¥t oE o), Adol dse Agde] Hof 30t A EA XA g, 1 71ge AErsieR

b

13) &% 719l $=, AFEs, 94, AAFA, 719N Fol AT A 2 7IIE FIRolRla B, Fro wANYL

GMe) AR F 7HE A dofd Al 71EeR B,

14) 71948 #4014 71 A} g dolge sjddolu AL 22b) 03} 7Pk o4 A2 FA7E BAEAY B £
she ¥37h et 29old. $571Y dolHE A 24 IMF 389171 3% Z& A7j9] AZE dolg 3 ol ol
Aoz o)gg vlolE7t KIS-Valuedl Uehhe 7471 Qo ol & dole B9 olfe 3 714 31& + glov, WA

dels AA A7) Pl vIAA R3] ol AAHAC

o} (outlier) 7+ =l7] sj&o]c}.
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ol&i@ Heolel& ¥xol Ashe ¥4l AHEE A, 0l
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e - gold

(B 1) oz g25 % 7173, Hoil, £O|4E

A4 A ks 71%5H & AdieEl & & A £ol% &
1992 901 0.30% 0.31% 0.61% 3.01%
1993 904 0.19% 0.29% 0.47% 3.38%
1994 910 0.20% 0.30% 0.49% 3.79%
1995 916 0.23% 0.31% 0.53% 3.90%
1996 917 0.14% 0.30% 0.44% 2.41%
1997 912 0.12% 0.25% 0.37% -0.02%
1998 893 0.09% 0.17% 0.26% -1.59%
1999 884 0.06% 0.19% 0.25% 5.19%
2000 879 0.08% 0.18% 0.26% 3.95%
2001 876 0.09% 0.18% 0.27% 1.76%
2002 885 0.07% 0.19% 0.26% 2.98%
2003 881 0.13% 0.18% 0.31% 2.70%
2004 881 0.09% 0.16% 0.25% 4.46%
2005 8175 0.09% 0.17% 0.26% 5.22%
2006 876 0.10% 0.18% 0.28% 4.07%
2007 871 0.11% 0.16% 0.27% 5.32%
A A 14,261 0.15% 0.26% 0.41% 4.42%

F1) &1L Aot Aoz} EAste 719-3 FAE 14,26170°]4.

F2) 71%3 2 Hojy) v &L 247} ojE ojy] ¥ ol

F3) €oldFe 712 FA dib] B7] €0l HiE, F. FAE| g0l

(B 29X e 9= 7198 %e 2471403 =
71922 vrol Jehfisiet, 1992d %€ 2002
74, 200195 Astn 1471909 HlFe] E9
E3 357139 H|Fo] EoHAIT o] FHE 2007
Q7tA 247199 HlFe] Eojvn Fx7199 H]
Zo| Eoj=e AL ¢ 4 U 1990¢d 2 ¥ =
7199 H|Fo] ¥ olfe FEHLE UM I}
71959 @3o] AR njuldE UAE YA

fEE $27 @ s 387180 FEAR
£ 94 gL A% @ 990] 8 § 9. 2nA
o2, @59 A1dEL IMF 28971 A2
A 7199 AFA AAdYo] A AdHNAEE ¢
_J\r-. 9\1‘:}.16)

2ol (& 3elMe AA BZ7IPES A
23Q%E 1oz vepln . 19923%H
199847b4 AHdd] F= ZFH71Fe] vlFo] %

15) Alexeev and Kim(2008)¢l <j3td, 19979% IMF S€517] A7Ae @3¢ slolA Aol A2t (soft budget constraint)
EA7E Azkelel 348 719E FEAEA ga F7hEE e W4 A&HULY, IMF F¥97] o) F 27 /AEddn

i g

16) 719d9] F=AE] §3 Adsle] A IMF S§97] AFE FEs $4¢ dot o o, £ 47 334 IMF A% 4
HaE Y 977} Gesitta 2. o]d ALL 3 g9 YA 3ol =R
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7|$33 Yeholo} 71Gdajo) ozl YY: o231} Y4BT

e — — S

L TN T T e e e

(£ 2) oY 24 - £27|¢f 2 #ig

a5 7194 24714 ] & (%) ! v &(%)
1992 901 816 90.57 85 9.43
1993 904 744 82.30 160 17.70
1994 910 736 80.88 174 19.12
1995 916 722 78.82 194 21.18
1996 917 710 77.43 207 22.57
1997 912 692 75.88 220 24.12
1998 893 664 74.36 229 25.64
1999 884 625 70.70 259 29.30
2000 879 610 69.40 269 30.60
2001 876 611 69.75 265 30.25
2002 885 611 69.04 274 30.96
2003 881 653 74.12 228 25.88
2004 881 711 80.70 170 19.30
2005 875 721 82.40 154 17.60
2006 876 739 84.36 137 15.64
2007 871 750 86.11 121 13.89
A A 14,261 11,115 77.94 3,146 22.06

F1) 287192 dxepr} Aol7t A3 719-48 $A€ 14.261700]}

F2) 71940l Fx7h & Q7E Frrjdez ERdn. d%F 7|fc] Fx, AFES, 9, 9U9AA, 9L i
3 719€ FEridelgta Ao Fxo BAAAL ¢4 ARl F 7 WA Dot Aol £ do] Fest ¢ A

i i

22~24% FEAA FAHG7} 12 ol F 2 FAH L
2 Ao = 23140l v eS¢ F
o, Fuz, 719E A AFARE FHIA R
3o 71830 Ui F=xa 7| ARE AT
& U ue g1

o9 (E e 4719 F Ay 23]
Y S (E HdA e F=71Y F Ady| 237
d %S vl o, A7 F AdeE 2

Fo] AR

o
o
o

sfale] A2 71998 HFol 19909dE TR
20%5 |AT 1998~1999d °|-"¥'-i 10%H &
Zolun AAHez FolEn J8e ¢ 4 3
o w2 $E7I9e 2e 717 1998~19994
§102 $/Y 3 40 23190 343

02 $olUa Uee Mol ANsI3} ¥
%‘4 AA M3 T 8 B5E wo) FEIYo]
e Agol $ZAA Aol 5 39 Aolehe

17) ¥A71%39 A% (£539 - o|92&3)9 39044 100% %ﬂﬂ‘?—“ﬂ WA FEd gL Ya oz ARsle] U, AH7|FE

2 ((HFA=e] 2539 -7 18 -ZANERYE S0 %2

- ol HAET)*10% )9 = WolA AFdnt. oAY, A&

71530] g Ago] He A, =} GoliAe AT ?l-‘%'~:‘ W2 siefet] ge & 9717 gt

YT Ma0A M3E 20114 69
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( 3) el oy Zap| @Y

4

g - gojuyt

a= 2194 Lia=y) 8| Z(%) ez H%(%)
1992 901 702 77.91 199 22.09
1993 904 705 77.99 199 22.01
1994 910 707 71.69 203 22.31
1995 916 709 77.40 207 22.60
1996 9117 702 76.55 215 23.45
1997 912 701 76.86 211 23.14
1998 893 693 77.60 200 22.40
1999 884 671 75.90 213 24.10
2000 879 661 75.20 218 24.80
2001 876 658 75.11 218 24.89
2002 885 660 74.58 225 25.42
2003 881 650 73.78 231 26.22
2004 881 658 74.69 223 25.31
2005 875 640 73.14 235 26.86
2006 876 634 72.37 242 27.63
2007 871 611 70.15 260 29.85
A A 14,261 10,762 75.46 3.499 24.54
F1) #7198 Axrin Aol7t EAS 719-d FAE 14,2617l
(F 4) Az M| Z3p|yf sg: A4
A x 7195 a2l H1%(%) Rz ) £(%)
1992 816 623 76.35 193 23.65
1993 744 561 75.40 183 24.60
1994 736 551 74.86 185 25.14
1995 722 542 75.07 180 24.93
1996 710 527 74.23 183 25.71
1997 692 529 76.45 163 23.55
1998 664 533 80.27 131 19.73
1999 625 516 82.56 109 17.44
2000 610 515 84.43 95 15.57
2001 611 522 85.43 89 14.57
2002 611 528 86.42 83 13.58
2003 653 557 85.30 96 14.70
2004 711 613 86.22 98 13.78
2005 721 608 84.33 113 15.67
2006 739 612 82.81 127 17.19
2007 750 602 80.27 148 19.73
A A 11,115 8.939 80.42 2,176 19.58

F1) 2271942 dxoit} Hol7k 24349 7193 ¥AE 11.1157)0]¢}.
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71533 Hojslz} 7|g4ajol ojxle FY: ol2n AFHT

(% 5) AxY Hoje| Zap|f s £2|g

4= 7194 ey H5(%) ez} H1%(%)
1992 85 79 92.94 6 7.06
1993 160 144 90.00 16 10.00
1994 174 156 89.66 18 10.34
1995 194 167 86.08 27 13.92
1996 207 175 84.54 32 15.46
1997 220 172 78.18 48 21.82
1998 229 160 69.87 69 30.13
1999 259 155 59.85 104 40.15
2000 269 146 54.28 123 45.72
2001 265 136 51.32 129 48.68
2002 274 132 48.18 142 51.82
2003 228 93 40.79 135 59.21
2004 170 45 26.47 125 73.53
2005 154 32 20.78 122 79.22
2006 137 22 16.06 115 83.94
2007 121 9 7.44 112 92.56
A A 3,146 1,823 57.95 1,323 42.05

F1) 38715 Qxnich 2ozt ZAze 719-d $AE 3,14670°1%.

o33 2] 24719 F AdHl 237190l AA8
£ H%FQ 19.58% 80 F=719 F AdH] 237
o] AAFE HFS 42.05%2 © £} ol
(F )9 vdepd A4 71904 =234 7149 ¥
9 24.54%¢% vlwad S | F=7t 714N
iAoz A g2 529 Ad] 23 A2
ol st e AL FHE T Lojtt. A9 7}
A dAse 2 o, Fdy] 23R E0] oS
3 BAAA, A9A AEFd3 24 Ao s
of Hr} e A7t Yesittn ddEq.

4.2 g 3 2Y4EY

ol d AFME AFHez HAHINI] HAstd

AL M40 32 20114 68

2 dFdMe r1e0ld(t)/FAt-1)o o3t
o 428 #A FAIE|E(EATR)S 719
AT st ddY FHAFE A8 A
g, B7Ie0lee 371 FANLE Yre BT
FAYe = 371 £ol9o] oln| HgHo] Jlemg
A7) &, 971 2 FALLE Urojof ARt
J¥ A7} oid A4 FAR Ak diF s €
o] A4&dc}. ol 7T A 37 Fo AP
A9} s e WS FAE] Aste A
Fu AN BEFozs AHHE Wold. ¢
R A7 E #A4 F9 AEFHYAA 271437
(129, €019 F)E 71TAReR YFe oF
g Bo| Wangled, 2AL o8- w2l - 4FF
o2% ggAol Zdd yoq. utt, #7e
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Yy - golyt

AFARE A R 4% F5l3 A&
& ¢ gga Bolu A3 o] op (4
g 523 - Aoy, 2010). A¥¥SEE V1R
2 Hoju] AZo| 7149 AT vXE 9FES B
7198 vjZo djy] 7238 &(Gibu_R)# wiE
o oje] Hoju|e]&(Ent_R) S AFsiglch =&, A
gy = 237|499 veride Aolg ¥ A
o FoH] = 237|Y v (Over_Ent_Dy)
2 =9dld 2¥(2)8 433 537140 t7]
of Ay F= 2F7¢olE 1, ofd 0] Erh.
T3 247195 F2710zke] A& ATl §
dle EE7| F F=7t ¢ 719 (Defaulty), B2
713 F R0k @ 7199 vl diy] 7R3 &
(Default_Gibu_Ry), ¥¥7]2t 5 F&71 & 719
9] vjZ9 oju] Hohu|¥] & (Default Ent R), &
B2t & Rk @ 7199 Aoy =23 7Y
o] W4 (Default_Over Ent D)E =35 =
¥(3)S A9t

A 4L A FA¥STE AE/d
o % to]¥4(Chaebol), A7 FASE|dE
(EATRt.—l). EIEH-’?-%‘-Z] E—%(First.ﬂSh;). 7}?:1 T=
(Ln_Assety), &3228 &(NWCR,), FAH&
(Debt_Ry), #AH3]4&(Sales Ry), fro]y]
£(RER) € AHEsigt. A7) $£94¢] & 719
& e & FYES AT Aoz i
B2, A7 FAKE|YE(EATRA) S B7] 9
Aol F(+)9 9% n]d Ao dRE(FHd
2 A - 0|9, 2005: HYS i - AR
d, 2009). AE/HY FFS FA] Add
AE719 A% Ho|¥4(Chaebol) € =43

Alexeev and Kim(2008)& oM e A871Y
9] gL AgAo|n, FA4 F(+)9 ¥
o] Ach(Alexeev and Kim, 2008: HE<S - A
#2449, 2009). 2 o= /g3 HAE
7192dlEe U4, A g 5 F8% AFA ¥
Fd EAH2 {9 Aol7} s gl
A2, JNFFAEE(First_Sh)E HHH3
HE Zole A} Qo] 7199 AT F(+)
9 9L nAEe Aoz LA JYHPAS - &
%% - Ao, 2010). 719FRe] 9% FA
7] 915k AEA A AA 22k (Ln_Asset) S
AHEEHE, 71909 FE7F ARSE FAY AR
&40 Yolx|7] W&o 437} dslEtn AT
(o]5i4, 2008: HYS - wjAA - 4L, 2009:
Alexeev and Kim, 2008: A% - £5% - v,
2010)."® £AARHE(NWCR)S 3712 84 %
At 71E 2 AL ((HEAR-REHA)/FA
M2, 7199 TR DA S B9
A AJA T F(+)e 9FE F Ao 448
tHolAlY - Y, 2004: A4 - 25L& 2008:
Booth et al., 2001)."" ¥3}u]&(Debt R
AZNAR ] FAFA, § 3712 FFA/ A3
oz Z3u F7HA oA & T F7IE 4
& ARJARe S(-)9) 9L vA Aoz id

©Th(EAY - AEH, 1999 HUSL - ARE - 0lY

&, 2005: e &AE - 027, 2008: A9 -
A2, 2008: LS -uiAE - 2134, 2009 2
A% £ - A, 2010). FARIAE(Sales R)
< 712 A T 71E vied HAL (e
Fh)EA 998 FY 48EE YehgoEn

18) 94 AF T uisk zo] st AT F(+)9] BAZF Slvhe 2 AUE FRI842 ¥A) @3 ARAHEAAE F £9A
A4 #8)9) 23} AAVEE AFYEE FAshe dAdERe) AdFAe] WFsER ol WS d3jeld
19) ¥ & - ©]u]§(2003) & EEAAE] FAHLE FolahA] ¥ S 9% viAlE Ao Yehit
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71935 Hoiul7t 71eiMdnjo] ojxls S8 o2 AEAT

o2 yehhs Ao H+)9 9% £ A
o2 JAd(olAd - A5, 2004: HE% - P
& - o|9%, 2005: AA¥ - 7% - AvY, 2010).
frHo|9u&(RER) L 7199 A7 #9%858
< Jehljy] w2 7199 @71 94 %(+)9
g2 njAga g4 3lch(Alexeev and Kim,
2008). 4t 3|AEN AHgHE AKAGey o
Edvle] g3= PEH Hfd 2N FAH
) Eof YWxe wgsia P2 ot

¥ A7 AHeE B4Ry (D7 1328 4
Zahe 71533 Aol AZe] 7199 Atd nlA
€ 9%E A9 S8y b33 2e 1PEAR
#(FEM: Fixed Effects Model) & AH&-gch 2

EATRi:= Bo + BiGibu_Rix + B:Ent_Ri.
+ BsChaeboliy + BsEATRi 1 + BsFirst Shi:
+ BsLn_Asseti; + BNWCR;: + BsDebt_Ri.
+ BySales_Ri+ + BioRERi:
+ u + &y (1)

&, 494 ie 719e T3 te A= F3id.

EATRi; = $A40|d &(ROA), B71€019(t)/ F
AHt-1)

Gibu_Rix = w129 dju] 7]%-30] &

Ent_Ri; = v§&9 dj¥] Foju]u] &

Chaeboliy = 48713 d¥#(1& 238 dx 7149l A
dilg, 234 ¥29 0)

EATRi41 = 134 FA44 g

First_Shiy = HAdFFAEE

Ln_Assetiy = 719772, A4FAY] AA=2agk

NWCRiy = €2AARE, (53R - f5574)/
FAAE

L ———

Debt_Rix = ¥aul&, 354 (t)/A712AH(t)
Sales_Riy = FAMXIAE, v]29d (t)/FAH(t-1)
RERiy = 209w &, fF1o|9(t)/FAHI(t-1)
w =719 idl A 2P EH

gy = EEQA}

28 (2)9Me 7M 3& AFske Ad =
23 719049 7183 2 Hdib] AEe] 7194
o v]xe G AR, Hu¥] =
%3 7194dv| M4 (Over_Ent_Diy) & =Q3HAT

EATRi: = Bo + BiGibu_Ri: + B2Ent_Ris
+ BsOver_Ent_D;. + BsChaebol;,
+ BsEATRit1 + BsFirst_Shi.
+ B7Ln_Assetiy + BsNWCRi: + BoDebt_Ri
+ BioSales_Ri: + BuRERi: + uj + & (2)

@, Over_Ent_Diy = Adiy] #= =3 71ddn] ¥

428 (3)dMe 7H 4, 5, 62 A= F
=719 7153 3 Al AZo] 7199483l =)
E 98¢ A9y Astd, F=71%(Default)
1 33T E F7I2 =98

EATR;i: = Bo + BiGibu_Riy + B:Ent_Ri.

+ B3Over_Ent_Di: + BaDefaulti.

+ BsDefault_Gibu_Rix + BsDefault_Ent_Ri,
+ BsDefault_Over_Ent_Di: + BsChaebol;.
+ BoEATRi 1 + BroFirst_Shit

+ BuLn_Assetiy + Bio2NWCRi,

+ BiaDebt_Ri: + BisSales Rix + BisRERi.
+ u + gy (3)

20) & dA7e HdulolEE o) 43} el HYHARAS IR Yo AgRc) A i IR (OLS: ordinary
least squares) T¥o|u @YD} T (REM: random effects model) W¥] 2t2%4 5577 (Lagrange multiplier test)?
8220 2% (Hausman test)& $olo] R8¢ AdaAn Ao A3Y nARs vyoz R

HAST HaoH M3% 20114 68
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Hy# - ol

@, Defaulti, = EE7|2 § #5271 ¢ 719

Default_Gibu_Rix = E&713 3 $=71 ¢ 7199
Wi djv] 71330 &

Default_Ent_Rix = E&713F 3 £571 & 7149 of
29 oj¥] Hojujul &

Default_Over Ent Diy = H%7} & 7199l #Hoy)
23 7|1Yen] ¥4

(E 60 & ATIA AHeeke SPB4E0] 2
£954 7199 £ Bl FY3} BAL 7]
2d7s 4723 2 & A7 dbrlzg Fele
o} ehiic,

(£ 6) MYeiT Zntet $olMof st A

T ¥ L] o715 Ay A4}
Ao Navarro(1988), B8 - M - A§€(1997),
el U3 - uha-8(2008), HEQ - ol 3A - F24(2009),
HY S - wjAE - 249 (2009)
a4 & - 0]o]£(2003) (-)
fnt R ") a9 33099, 395 902 902005 | (1)
Over Ent D (+) 43 - uh33-(2008) (+)
: ¥ Boatsman and Gupta(1996),Barnea and .
Default GibuR | () | p (9006, Brown et al.(2006) )
Default Ent R | (-) | 3% - o]u]€(2003) (-)
ASTZ Alexeev and Kim(2008)
Chaebol () | gas . A - 242(2009) (+)
First_Sh (+) AR - 523 - Zv](2010) (+)
Sales R (+) HA L - 73 - o] 9 FH(2005) (+)
AFu)& HY S - A7 - o] 9 T(2005),
N EATR1 )| gag . w4 - 249(2000) (+)
b o[e}7 (2008), HL % - wjAIH « 744 (2009), .
Ln_Asset O | Alexeev and Kim(2008), 248 - $9% - 202010) |
g & - o|v]-£(2003) (")
NWCR (+) | elAg - 459(2004), 424 - 214-2(2008), (+)
Booth et al.(2001)
AA9 - F23(1999), HLL - A& - o]AF(2005),
bR () | A #4822 (2008), AY - B52(2008), o
b A9 - WA E - 24Y(2009),
A8 - 533 - J9(2010)
oAl - 3% (2004)
Sales R (+) 31L& - A3k - 0]9T(2005) (+)
A% - 2% J9(2010)
RER (+) Alexeev and Kim(2008) (+)

F1) B2( )71 ge 73U TA)L RJ3A ge FFHE Yeig
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V. ASEN

5.1 7|1 =A% &4

029 (E 7) BE71Y9] F8 ¥d 712%
AZE depd ol 55 FANME0|YE
(EATR)S ##ake] 4.42%2 Yebydct. vz o
H] 71534 &(Gibu_R)# wi&d oiy] Hojuu]&
(4Ent_R)& B3#el 24 0.15%. 0.26%°12 F
A4+ 47 0.02%, 0.15%= BT FHFE
g £ g2 B A¥de] ¥4(Chaebol)9
Baage 0.244°1cd. HYFFA & (First_Sh)
o Hitghe 25.2%, Aoz FdE 71
9] #2(Ln_Asset)® HFgL o 25.732, |
AHE oy] §A8]&(Debt_R)S BEGL 163.7%.

71733 o7} 71g Mol ofxle FY: of2n 4FHT

L T . T

FAPe] &840 & (NWCR)-S < 10.56%.
v &3] A& (Sales R) o 0.983], frio|u]&
(RER)2 ¢ 29.4%0|t} 2122

5.2 ZjojAY % dnaA 24

€ ddxe 22719S 37193 FErIde
2 TR 719 S4usd dia) o| o]} 3l
B4 A3En =G QFE e ZddAE gl
H712 @4, (& 8)2 A/ #2019 &
Aigd did B9 Aol AP Aot FA
Aol E(EATR) 247190 &9 #& ¥4
FErIYEY 6.3% A= ®A Jewen, 1 3
°|7t 1% oIt F&dA FAALE fo7 Ao
2 eyt F8 A9¥s A vz oy 7y
¥ 2(Gibu_R)# w§& o] Hohu]H]&(Ent R)

(B 7) Fous 7| =84 24

A #5 Bt Chiks FFHA Jxg Hdigk
EATR 14,261 0.0442 0.0243 0.1699 -0.9872 1.8896
Gibu_R 14,261 0.0015 0.0002 0.0053 0.0000 0.2515
Ent R 14,261 0.0026 0.0015 0.0040 0.0000 0.0754
Chaebol 14,261 0.2444 0.0000 0.4297 0.0000 1.0000
First_Sh 14,261 0.2516 0.2120 0.1617 0.0101 0.9994
Ln_Asset 14,261 25.7320 25.5750 1.5386 18.3352 31.8146
NWCR 14,261 0.1056 0.0990 0.1986 -0.5909 0.7911
Debt_R 14,261 1.6367 1.3315 1.1797 0.0139 4.7993
Sales R 14,261 0.9835 0.8919 0.5514 0.0002 8.3598
RER 14,261 0.2940 0.2700 0.2291 -0.4500 0.8812

1) Chaebol& Tn¥$R 0 E& 10|t}

21) £ AFolAE Hlg A AEA ER(01EY Ee FAY)0] Aol BAske o33 (outlier)7t #5719 §9 ol dlolEd] o
ol F2 2% Aoz Jeidth & AFode A vj@do] gle g A oy 50% o3kl Aot EMolA ulA
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(& 8) U7Int Foo(dztel Aol

+ ¥ A4719(A) 25719 (B) o] (A-B) ™! tgk
EATR 0.0441 -0.0191 0.0630*** 15.10
Gibu_R 0.0014 0.0004 0.0010"** 17.51
Ent_R 0.0025 0.0012 0.0013°*** 19.96
Chaebol 0.2368 0.1134 0.1234*** 16.80
First_Sh 0.2173 0.1320 0.0853*** 21.68
Ln_Asset 25.5280 25.0170 0.5110*** 13.93
NWCR 0.0930 0.0918 0.0012 0.25
Debt_R 1.6407 2.2830 -0.6427*** -14.16
Sales R 0.9542 0.7422 0.2120*** 14.70
RER 0.2762 0.0562 0.2200*** 55.65

F1) "€ 1% FE(EFDIA FAZLE FoI¥E e,

& & O 3479% Frd9 Aelrt 1% ol
FEAAN BAHCE {9 Ao YeYT. &
FAZHEY] & (NWCR)& 2 #o|7} 0.1%2 e
wou FAALE frodhA] e Aoz Yehgrt
FiH] & (Debt_R)& F=719¢] go] B 64.2%
o =% 1% o3t #Eold FAFL2 o7
o2 Jepytt. FAHS| A& (Sales R)FH fE

o|2JH]&(RER)& 27 21.2%. 22.0%9 #ol&
Bolo 1% ol3t £l FAHLE R A
o2 v,

(R 9)E WSS 79 FABAE Hoj& 4T
2 Jepd Aot F&HHLA FALEo|YE
(EATR)# wj29] oj¥] 71534 &(Gibu_R), ¥i
29 djy] Hdu]¥&(Ent_R), HWFFAEE

(& 9) Toje dual 4

EATR  GibuR  EntR  Debt 0  Chabol First Sh LnAsset NWCR  Debt 0  Sales R
GibuR  0.070***
Ent R 0.098"*  0.122"*
DO -0.132"* -0.028"* -0.049""*
Chabol 0.012 0.063"** -0.091""* -0.026""
First Sh  0.092"* 0.059"* 0.084"* -0.062""* 0.088"*
Ln_Asset  -0.004 0.104™* -0.124™* -0.027**  0.564"* 0.078"*
NWCR 0.141"**  0.052"*  0.146"" -0.059"** -0.222"* -0.018" -0.109"*
Debt R -0.124™ -0.022"  0.009 0.060***  0.155"* -0.015"  0.227"* -0.337"*
Sales R 0.124™ 0.035"* 0.135"* -0.077**" 0.074"™* 0.083** 0.013 0.062*  0.113"*
RER 0.183*"  0.132"* 0104 -0.121"* 0.052"* 0.149"° 0.306"* 0.328"*" -0.429"* 0.039"*

F1) 9533, A4 #940) 10%, 5%, 1% = o8y o zjzt * ** ***2 EAQT
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2% (1) : EATRi. = Bo + BiGibu_Ri¢ + B:Ent_Ri; + BsChaeboliy + BsEATRis1 + BsFirst_Shy,
+ BsLn_Assetiy + B;NWCRiy + BsDebt_Ri: + BoSales Rix + BioRERi: + ui + &y

T ¥ A ARN DY PdaFsdwy P EFHAE Y
e AF &k A & A% t&k
Gibu_R 1.275%* 4.390 1.275%** 4.390 1.264*** 3.940
Ent_R 1.359*"* 3.770 1.359*** 3.770 2.927°** 5.670
Chaebol 0.018*** 4.420 0.018*** 4.420 0.004 0.290
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e 13,555
R? 0.2375 0.2381 0.1440
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A AAS 1.04~2.02
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T ¥ A AEH Y WA dey 1P EINERY
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R? 0.2376 0.2382 0.1467
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2% (3) : EATRiy = EATRi; = Bo + BiGibu_Rix + B:Ent_Riy + BsOver_Ent_Diy + BiDefaulti,

+ BsDefault_Gibu_R;; + BsDefault_Ent_Ri; + B;Default_Over_Ent_Di,
+ BsChaebolis + BEATR; -1 + BioFirst_Shiy + BiiLin_Assetiy

+ Bi2NWCRis + BisDebt_Rix + BisSales_Rir + BisRERi: + ui + &i¢

T ¥ AN EY A d=y IR aANIRY

By A% tak A tak AF %43
Gibu_R 1.250*** 4.280 1.250*** 4.280 1.263*** | 3.910
Ent_R 1.081*** 2.920 1.081*** 2.920 3.108"** | 5.960
Over_Ent D 0.002 0.490 0.002 0.490 -0.008 -0.820
Default -0.003 -0.570 -0.003 -0.570 | -0.013* -1.820
Default_Gibu_R 1.046 0.480 1.046 0.480 1.029 0.450
Default_Ent_R -22.211"** | -3.580 | -22.211*** | -3.580 | -18.458*** | -3.060
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The Effects of Firms Contribution Expenses and Catering
Expenses on Their Profitability in Korea: Theory and Evidence

Sunghwan Kim* - Mina Kim**

Abstract

In this paper, we investigate a couple of specific types of corporate expenses, contribution
and catering expenses using KOSPI data from 1992 to 2007. We develop theoretical models
and derive hypotheses based on the models. While contribution expenses by firms are considered
desirable, catering expenses in Korea has mostly been treated as unethical, possibly due to its
improperly named account used by the Korean Corporate Tax Law. Both expenses are
sometimes used as illegal loopholes to manipulate taxable income and thus they set the
maximum level of allowances for tax deduction. Thus, we formally test the profit maximization
hypothesis vs. the management entrenchment hypothesis in the uses of both types of expenses
of Korean firms, for the cases which are generally considered to support the latter hypothesis.

For this study, we apply three types of econometrics models: ordinary least squares model,
random effects model and fixed effects model for panel data as in this type of data with
cross-sectional as well as time-series factors, and perform Breusch-Pagan Lagrange multiplier
tests for the existence of serial correlation over years in the data for random effects model over
ordinary least squares model, and Hausman tests for fixed effects model over random effects
model. The statistical tests select fixed effects model as the most appropriate one of all. In
order to check the existence of multicollinearity problems among independent variables, we
also perform the tests for variance inflation factor together with other traditional statistical
tests such as F tests, mean comparison tests, etc. for proper statistical tests.

From our empirical study, we have found that both types of expenses contribute to profitability
of firms, measured with ROA or returns on assets, even though they are reported as expenses

* Assistant Professor, Corresponding Author, School of Business Administration, Kyungpook National University
** Graduate Student, School of Business Administration, Kyungpook National University
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in the current period and widely assumed to be misappropriated by the management without
clear relations with revenues of firms, that the firms that used catering expenses excessively
over their legally allowed level for tax purposes, thus without obtaining tax saving benefits do
not attain different profitability of firms, compared with those below their legal allowances,
implying that they have positive effects on ROA, that, however, the defaulted firms use
catering expenses to achieve lower profitability, with significantly larger negative coefficients
compared with positive coefficients for all the firms in the sample, thus implying that firms in
financial distress inefficiently use catering expenses in improving ROA, and with still negative
effects of such catering expenses by defaulted firms over their allowances on ROA, and that
contribution expenses by the defaulted firms show no different effects on profitability, compared
with positive coefficients for all the firms in the sample, thus implying that firms in financial
distress still efficiently use contribution expenses without hurting their profitability. In sum, we
have found that both types of expenses have shown to have positive effects on the profitability
of firms, However, firms in financial distress have shown negative effect of catering expenses
on ROA, compared with still positive effects of contribution expenses. The situations were
even worse for bankrupt firms that used catering expenses over their allowances.

Thus, the uses of both types of expenses in Korean firms listed on the KRX support the profit
maximization hypothesis instead of the management entrenchment hypothesis for most cases,
except for defaulted firms in the use of catering expenses which might support the management
entrenchment hypothesis over the profit maximization hypothesis. Our results imply that
while tax agencies worry about firms tax evasion through those expenses, firms have become
more profitable by making the best use of such expenses, enough to cover higher expenses and
that the Korean government had better consider reorganizing the level of legal allowance set
for tax purposes, in order to increase its corporate tax revenues and help corporate operations
with less restrictions in their efficient use of current expenses for active social responsibility
and business operations.
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