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BEEA Afglojate] Mejoi, Melojsel st & Mels|gol tE Jlelixle] Xo| - RIIEHNEE FHoz -

4.2 7|EEA A4S YeRd Zleltt, WA (Panel A)9] 7|€5A4IE
AR EA Tobin's o F(594)2 0.72(0.59)
(F 3)& #5ZA Aol Ate] Ao fo mg} 2 FaRike] Hlg) Al7tEde] B oz Yeyte

717420 2ol 7} WASIEA S B Y8 A} v, BRZA A}9lo|ALe] njA el 7glo] Aalsl AL
£% Tobin's q % EAVFEY 71€5A 48 AU7Igle] PlAYshe %99 Tobin's gt 414

(Z 3) Tobin's g ¥ EAge J|aEA2t AtAIS
(Panel A) 71<%7

s A 28
s FES AAR T wEAA A gk 95 A2k
TQ 4,156 0.72 0.62 15.36 0.59 0.03
CHG_TQ 469 -0.06 0.68 3.54 -0.01 =-7.11
PODY 4,156 0.38 0.49 1.00 0.00 0.00
BIG 4,156 0.12 0.33 1.00 0.00 0.00
OD Rate 4,156 0.35 0.14 0.89 0.33 0.00
ACT Rate 4,156 0.72 0.30 1.00 0.84 0.00
SPE Rate 4,156 0.13 0.27 1.00 0.00 0.00
SIZE 4,156 26.45 1.51 32.09 26.14 22.46
LEV 4,156 0.50 0.48 27.17 0.48 0.01
ROA 4,156 0.05 0.10 1.35 0.06 -1.91
GROUP 4,156 0.26 0.44 1.00 0.00 0.00
MSH 4,156 0.41 0.17 0.94 0.41 0.00
FSH 4,156 0.10 0.15 0.92 0.03 0.00
SALES Rate 4,156 0.03 0.27 0.99 0.06 -1.00
RD Rate 4,156 0.01 0.02 0.32 0.00 0.00
OCF _Rate 4,156 0.06 0.10 0.71 0.05 -1.13

TQx Tobin's & 2338 74714,

CHG_ TQw #aF2 Atejolate] Ml f7t A= 2 Tobin's g9 57,

PODE #8Z2 Atejo]ate] Meloj o] it L2 #EEA Alejo)AkE e 24 1, naddt 450,

BIG= AR 2 Arejo]Ab A 5t4 iMEl onRsg A77]19 2RI 224 o] 4eld 1, ol| 0,

OD_Rate= AH9Jo|Ate] HI& & ARQJo|A} 5 A A o]Ale] & Ve v &,

ACT Rate At9]olAte] o]Als] M ER 7HA§4 % oAlgld Foft AlelolAte] £E AA Atejo]Ae] £& U vl &

. SPE_Rate= AelolAle] Aoz 4 2 JART us, A, AFAL B 718 S53d A45E 243 ALY ng 5
A Atelojate] & e H] &,

8. SizEE 7199 Ak ZP"* 23, LEVE FAR&(FRA/FAD), £ 201, GROUPE 7R Adol i
g trHE MSHE WFFARE, FSHE 945#01x] B8 SALES. Rate—— W& Z7H8 RD Rate® A7) S vj 2

o8 W& HE, OCF Ratet AQAFsEL FAORE Ui u]L9),

SNo otk w o

) (E 39 (Panel A9 #EZ4] ASlolAHE Addte Hl&2 38.4%% (E 1Y 37.3%% Ao/t Ue olfre AvAaE AH-E
F 9= 719 2 IFRSE A&ak= 719s A4 Zﬂﬂo}‘}iﬂ o]},
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(E 3) Tobin’s g ¥ EAlge| 7|&EA12 A2l (HIF)
(Panel B] &34+

e TqQ | CHGTQ | POD BIG | ODRate | ACT Rate | SPE Rate | SIZE | LEV | ROA | GROUP | MSH | FSH |SALES Rate | RD Rate | OCF Rate
2joft
TQ -0.06 0.0 | 0.09™ | 0.2 | 0.07" | 0.01 0.08" | 0827 | 0.11" | 0.09™ |-0.15™" | 0.26™" | 0.08™ 0.18" | 021
CHGTQ | 0.40™ 0.06 | 0.02 0.03 0.00 0.00 |-0.02 |-005 | 000 |001 | 008 |-0.06 0.14™ 0.08" |-0.10"
POD 0.07** | 0.00 0.287 | 0227 ] 0.07 | 017 | 0.34™ ] 001 | 0.05™ | 0267 |-0.04" | 0.20""| 0.06™ 0.05"* | 0.05™
BIG 0.16 | 0.02 0.28" 0.5 | 0.18™ | 0.00 0.747 | 0.08™ | 0.05™ | 0.54™ |-0.16™" | 0.36™ | 0.07 0.06"* | 0.09™
OD Rate | 0.16™ | 0.03 0.21"" | 0.48™ 0.15" | -0.01 0437 | 007 | -0.03" | 0.35™ |-0.13"" | 0.22"" | 0.05"" 0.08"" | 0.04™
ACT Rate | 0.07"" |-0.03 0.03" | 010" | 0.04" 0.01 0.18" 008" | 0.09™ | 0.17**|-0.02 | 0.12" | 0.07" 0.02 0.1
SPE Rate | 0.05™*|-0.03  |-0.08"" | 0.13™* | 0.12"* |-0.02 0.02 | 000 |-0.01 | 0.05™ {-0.04"" | 0.03" | -0.01 .02 [-0.01
SIZE 0.08" | 0.02 0.307 | 057 | 030" | .07 | 013" 0.06"* | 0.16™ | 0.63 |-0.08" | 047" | 0.14™ 0.05"* | 0.16™
LEV 0.03" {-0.02 0.05™" | 0.19™* | 0.1 |-0.05™" | 008" | 0.19™ 0.09"* | 0.08™ | -0.09™* |-0.05™" | 003" 0.05"* | -0.02
ROA 0.29" | 008 | 0.07* | 0.07* |-0.01 0.07" 1 003" | 015" |-0.11" 0.06™ | 0.1 | 0.18"* | 016" |-0.07"" | 041"
GROUP | 0.13"* | 0.08" | 0.26™" | 0.54™ | 0.3 | 012" | 0.14™ | 057" | 0.19™" | 0.09" 0.05" 1 0.26™ | 0.08™ 0.01 0.10"
MSH  [-0.15"%| 003 |-0.04" |-0.16™ |-0.12"" | 0.01 006" | -0.04™ |-0.13"" | 0.05™ | -0.05" 0.0 | 0.02 .09 | 0.01
FSH 0.28" | 0.07 0.23"" | 0.38™ | 028" | 0.06™ | 012" | 0.58™" |-0.08™ | 0.27" | 033" |-0.10" 0.09% 0.07% | 0.24™
SALES Rate | 0.127 | 014 | 0.05"* | 0.08" | 0.05™* | 0.05" | 0.01 0.15" | 0.14™* | 0.24™* | 0.08™ | 0.02 | 0.15"™ 0,047 | 0.09™
RD Rate | 0.16™ | 0.06 0.1 | 0.14™* | 0.13"* |-0.02 0.07* | 0.147 {000 | 0.00 | 0.07**{-0.07"" | 0.16™ | -0.01 0.02
OCF Rate | 0.12"* |-0.01 0.0 | 0.09™ | 0.03° | 0.09 | 001 0.147 | -0.18™ | 0.48™ | 0.1 | 0.01 | 0.23" | 013" 0.05"

1% o, T b% A 9, * 10% TN .
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(F 4) HESY AR2lojAte] MjoiF 3 MlodFe| ol me J|Y¥7Hx|2| Blw
TE #EEA A9l BE2A g 2 2
t Z
kil RES| AT | RERA | JU3 | FAF | Aag | EES | AT | EEEA | d0%t | 395 | dad
TQ 1595 0.77| 0.58| 6.48| 0.62| 0.08]2561| 0.69| 0.63| 15.36| 0.57| 0.03| -4.29"* | 4.55"

CHG.TQ 1811 -0.06| 0.76] 2.37| 0.01|-7.11| 288|-0.06| 0.63| 3.54|-0.03| -4.10| -0.08 1.24
BIG 1,595| 024 043| 1.00] 0.00| 0.00]2561| 0.05| 0.22| 1.00| 0.00| 0.00-16.40"** |18.08"*
OD Rate | 1,595| 0.39| 0.15| 0.89| 0.33| 0.07|2561| 0.33| 0.13| 0.80| 0.29| 0.00|-13.67"**|13.66"
ACT Rate | 1,595| 0.75| 0.28| 1.00| 0.87| 0.00[2561| 0.71| 0.32| 1.00| 0.82| 0.00| -4.48"* | 1.99"
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Corporate Value Differences in the Appointment, Appointment

Change, and Proportion of Ex-bureaucrats as Outside Directors
- Focused on KOSP| Market -
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Tae Kyun Lim* - Jon Junyoung Huh** - Seong Ho Bae*** - Seok Woo Jeong
Abstract

In this study, we analyze whether corporate value increases when companies appoint ex-
bureaucrats as outside directors in the board of directors. When independent outside directors
with expertise participate in the board of directors, they may reduce agency problems, maximize
the wealth of corporate shareholders and make sound corporate governance structure by
monitoring management's opportunistic behavior.

Ex-bureaucrat outside directors may carry out the role of monitoring management behavior
better by maintaining independence. Even when ex-bureaucrat outside directors fail to monitor
management's opportunistic behavior, they are still expected to contribute to increase corporate
value by utilizing human networks built and knowledge accumulated when they worked for
government. As more former bureaucrats are being appointed as outside directors in recent years,
there are growing doubts about whether they are performing their duty as outside directors.
Further, suspicions are arising about whether ex-bureaucrat outside directors are used as expensive
insurance to contact government officials because they may act as lobbyists for the company.

Because this study is to find out whether corporate value increases when former bureaucrats
are appointed as outside directors in the board of directors, we analyze difference of corporate
values when former bureaucrats are appointed as outside directors, the number of ex-bureaucrat
outside directors is changed. Also, we analyze how corporate value changes according to the
percentage of outside directors of bureaucratic origin in the board of directors. The companies
which had been listed on the securities market from 2000 to 2010 are used in the study. In the
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analysis, corporate value(measured by Tobin’s q) of the companies with ex-bureaucrat outside
directors are significantly higher in average and median than companies without ex-bureaucrat
outside directors. But when the properties of companies and the board of the directors, which
have been reported to influence corporate value, are controlled, no significant differences are
observed. To the contrary to our expectation, we do not find significant differences in corporate
value between when companies without ex-bureaucrat outside directors appoint former bureaucrats
as outside directors and when companies with ex-bureaucrat outside directors do not re-appoint
them as outside directors. Furthermore, the companies with higher percentage of ex-bureaucrat
outside directors are significantly lower in corporate value than the companies with lower
percentage of ex-bureaucrat outside directors.

The results of this study will reduce the incentives to appoint former bureaucrats as outside
directors when companies appoint outside directors to increase corporate value. In addition,
this study provides circumstantial evidence that ex-bureaucrat outside directors are appointed
by companies as expensive insurance or safe harbor, consistent with the suspicions about the
role of ex-bureaucrats as outside directors in recent years. Accordingly, the results of this study
can be used by shareholders when they approve the appointment of ex-bureaucrat outside directors
nominated by management and consider corporate governance structure in investment decision
making. Finally, regulatory agency should consider the results of this study in policy making and
operation of outside director system, because the reasons for companies to appoint ex-bureaucrat

as outside directors may not intend to utilize their expertise.

Key words: Corporate Value, the Board of Directors, Outside Director System, Ex-bureaucrat

Outside Directors
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