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ApelAbE Adiol7] Wl oleld Aol FAE St BhH9 Alelo]Ale]
ofgto] Faaly] Wtk S2liiebe] Ao 19974 91991715 AL o] F 7]3) A
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49 BEA G e FAL B TAN S Ak, EATH Ak Fo

T U H(Faccio, 2006; Vidal et al., 2012). ©]¢} &, st=A}3| o] E4A S 7etkst

s

o l‘U's';I
Fo
H o

ALt AL oA AR BE D F537Y SARY A dAle AlY T B AEE
T u) o]k w4 S 7k AR o]Abe] 14 AFE(human capital)©] & 7154 o]

_?_
At ey 712 Frlte] olejAAF AAE 7, AT B 7] 2]

12
et
2
)

fﬁ“ﬂ‘ﬂ olal & tiWate] gzl g Aot #F o Ao 2E 7=
3] *XHELE} oo} fFAFSE A= Faleye et al.(2011)oll A olm] AAFAYT} 25L&
O]*}Q—J Al Q3ta} 2kt 3 Alolof] AAFaATE EAgTHE AS AT EAS 3l
HojF) o)y d FUES BT agsh, 2 ﬂ oAM= “Yehit AR 3HFE TS
7 ARRE F4A 2 583719 E41 Aol S 23E 5834k ©r1d a3 AT
7HAE g ATEAS Fa et
m. & 3 Q+34
L Armsy B 2eA
HoApoe A4S g 2011958 2015974 wid x| u - JHIAE
SAIE T8 3AE AL, o|AkE] A H Al B3 A5 E FHE ¢ AowHA
A FA g7} o] 8 7hs ek 5157] HE@ A& (firm-year observations)S E 2 3t} S E
APATFE] T2 FFHES BHAA ALt ds 1Hde o, & AFE F3
&3 ke 54 Aol A9 Abe]olA7t el mA= S £ ¥ WS A5k
= S

=3 ) 2
o)sg & gtk ke oh2el FEAFNAY FAFE, ATA B4, 5o 7% Fol
HFEAE M golstn FHIAE el Aol Ao 452 meAPS W),
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F3AL ALSIoIAL B4jo] g 1 4del 8 el v A
A B SR Al LD A8 o4 A4 B APRE AES B,
A Aelolabe] A4S TR 98] FANHAT L Abslol AL AR iE npEch
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02 AR 243 FEFNY 24 ) s 24, o F D~3)e 29 2

“FEIAL R ALlol Al 2 (HFE R B Qo] T 9h plaoltkd o sle] AFEAS
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2. W5 9 ATRY

B AT A= FFIANA ALslolake] BAo] 799l A3t B AEA ] v A= GFL
AHow $AsI Atk oS s T GolA AFE Aol b EHES
melste] 7 BAe] AFE= AslolAsk EASHE 7199 A 1, 18A % FF 09
e MR A B ESES A4 SYusE A4a AuT o g Arun 24,
4 L FETY BN, dFas A o3E RReE HrMsES 247

7199 Fell A A daE SA46] e AHE SEUFES APATEA
&7

o] AHEE = 217|425 SROD)T FAH4E4 BROA)®| 31, 71819 Brt 3749
7S Z43) 98] AR Wt 23] QeI A7 ARS8} FAEEL
G71%o0le S 22 A7) AR SO e SR 47t Bk 53], E39 Qe
A5 199 NS Q4] qALtE vhe uww kel A 971
AuA oz F45H Ao| ol S B T APATAA WA Mg HI Y= A7
] 4RI W ge BEATHART, AAE, 2003 £A% 5, 012, TALOE,
EHle] Qi REFAPIIA, SHEGRAAA, BAGRAA ] FS AR D e
HOR ZRAG ANE REHOR e /1YY S P FFAIAE 2
A28, vleh el e AT EANNe] B, HAE 9 A% Se| P

F/H 08 AN ik, & Ate] AA] FEo] 5007 FER Algte] Hrk HY JFHRE FEE 3t
A& AN A9 53U 7199 7Hx 9 4 AR BAF FoAe] ml g ol AR
shobs| etk FgSAHERE of el A ddel tiE AlelelAat B4 FHo] FEETY, o8 nEoR 54
A ul dF TFES dol A Az R A AolE TG B0 7ked o shadr =g
2 Ao A F2 #AE A 9etd ALglola} 919] ARJolal Al BEAS R Eke] FUHHQ B
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2 Ape]o]AF B]&(P_Out_Dir)# ©]AF3] 1+ E(BOD_SIZE)E ©]AL3] o] Zdnkalel 54 3

_?_
e F7E MR addth B2 AYATELS olAks] ol Ahdolatell HE] ARe]o]ALr}
7199 aba el disl Bk HHAd 5 Q7] wiimel Bl I noh 2844
EUHH S Aed o o5 E8 7Y A3 H VS AL A7|=H Ego
Brta Baskar giok o A, Weisbach(1988)1= Ake]o]A} Bl &o] &4 HgA T
AL 2 o] A ele) 45 ffal V1Yo AE fr&stes welol EolEea,
7199 A7t #4 5 Afels 7199 2pEAE<Sl CEO wA|7F B % Wiws] S ghs
H 315} Rosenstein and Wyatt(1990)©= A} oJAF AJAAI A S 7199 Aoz 7H3la
3

F7F 2 ES AAEta, FiHoR g 2ol F4HE BastuA AL

o] ALe] to] 7| 7}A] A|atel| 7]edd Sk lrhal =8t} Yermack(1996) 94| 719 e

Abel o)Al W& 71 7HA] 7he] ko] AaeAl S Haskar 9ok ¥ el], Romano(2005)2)

Aolle 719 AbelolAl Adglo]l 197 @I AA Beo] S FEA L,
E

Agrawal and Knoeber(1996)= AF2| o] AMH] &2 SIS 7|47 71 Q3]

o[A}3] PR A o]AkE] o] A7 T dhEdo] Qlal 7] A H ThA| o dAE
S5 B dE0] ®uslar ¢t} Lipton and Lorsch(1992)¢} Jensen(1993)-2 o] A}3] 2]
TR 255 JAPAAR S 91 2AH]Eo] FopA| L FA7]se] Wolxitta Bl gt}

H3l Yermack(1996)3} Eisenberg et al.(1998)= ©]AFs] =<} 71 A3 & 71X
ko] Fof duaAE ASAHom A G sHAH Dalton el al.(1999)# Coles et al.
o] ok 7|ge] Aol e olAkg] qfrset 719 7HA
2131, Black et al.(2006) gH=719S dido = 7147k <f
ol g #AE 37] oot Barghth

A5 9 543 B WS JolE Be MeEe] /)de) 43 W A AEe

N

T Ukl 17t o FAWMTE ARSE 7Y R(SIZE) = 7199 A3 9 7H %
LA Aol 9S4tk A4 (2000) = e AAZ Ad 7R} VA7 =
o] AHAAAZE J& F Ak B ik ‘?ioﬂ, Demsetz and Lehn(1985)& 757}
Z 7199 B AR Adgo] HHHom volA A gl H&o] Frfstal o] 2
A&l 7197HAE AaAE 7 kil =gt meba 7GR SARE R 1A
FTAR el AARTIE FHS e AL

7199 AN LLEV)E 374855 Meld A0t Qe /197447t 37k 2

Ao} Azl BAH| &2 gih]g-9] S5 oF7]slr] = st (Modigliani and Miller, 1963).
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Firm characteristics

SIZE 7199 Ee] gEHsE In(EAhoz AXE %
LEV 7199 HAgu &R FRAE FANOE e 7t
C_Sales 719 A dEviass dddy] & 4FER Add &
Age 719 AEoE mEAFIAAE-7IAEHAE) =2 ALdd &
FCF Nd dAdEEEoR (EBIT EBIToﬂ 2 e
AF2A+ AP EDE B4R e @
EBIT FHol s mEH o e g
RD AT HEE WEAo R e g
ADV B v§S EGOT Lhe 3
SGA Ao) 2 g w§S MEeloR e gk
Chaebol_D SAAWALS A wid FEsteE gt Vg ded ki 1, 183
Fow 09 g /HAE A cepEs
List_D F719e A9 1, 28A god 09 g8 e AART guEs
ControlSH_D HAUFF 9 EFRAATE EASE 7199 A5 1, 28R FoW 09 gs
A AuFF e
Volatility gl F7F A E] 11U 2EEA
olegt FRWMFES EdE 2 A9 AFEAd AHEE ATEES Tad 2ol
A A gk},
ROE(ROA)M =By + B, High_GOV, .+ B,GOV, ; + B3 FI , + B, PROF, (1)
+ 85 P_Out_Dir; , + B BOD_SIZE, , + 3,SIZF, , + B LEV; , + B, C_Sales, ,
+ 8y Age; , + B8, O_NCF; , + B1,Chaebol_D; , + B3List_D; ,+ 3, Year_D, +¢;
Q.. = By + B, High_GOV, ,+ B,GOV, , + B,FL , + 3,PROF}, )
+ 85 P_Out_Dir; , + B, BOD_SIZE, , + 3,SIZE, , + B LEV; , + 3,C_Sales, ,
+804ge; + + 6y O—NCE‘,z +512EB[Tz',t +51sRDz‘,z +513ADVi,z +B1,SGA;
+815Chaebol_D; , + B sList_D, , + 3,; Year_D; +e,
239 F7|AG F4ES Foll JojA A5 A Z2 VIJEAHSRE Jd BT 5 Qe
YA A4S Z0]7] A8l 71 1 &3 28 (firm fixed effect model)S ©]-&-3H7} 54l
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Petersen(2009)2] panel regression estimation
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ootk b 291347 3 AARE FAEL V1 B8 246 u)
Aol zA s ARYE 2% Yk 2
o 4ol o a WAL 1% Gl

e 2u)d AYer sidd & = Qv

<E 2> 52 WFEY JE SA

ASEAS f8 1E717H2 2011 AIAERE 20158 AlA=7k4] 5id kol o|Akg] 4 o Aol st
Az o} A FAZ L o] § 7HE e 515(F7HAETF o) 4 The s A1 21007 w8 3AF I EAFE (firm-year
observations) ©] t}.

Hae N J EFHEA HAxH 9 5% T 49 5% Ao
Board-related variables
High_ GOV 515  0.1379 0.3451 0.0000  0.0000  0.0000  0.0000  1.0000
GOV 515 06058  0.4891 0.0000  0.0000  1.0000  1.0000  1.0000
FI 515  0.248  0.4326 0.0000  0.0000  0.0000  0.0000  1.0000
PROF 515 06447 04791 0.0000  0.0000  1.0000  1.0000  1.0000
P_Out_Dir 515 05344 0.2012 0.0000 05000 05714  0.6250 1.0000
BOD_SIZE 515  7.0854 21519 3.0000  6.0000  7.0000 80000 19.0000
Firm performance/value
ROE 515 69628 9.6214 -73.8000 35150  7.2600 10.8100 38.5300
ROA 515 17077  4.2737 -16.1300  0.2900  0.7200  1.3800 34.4800
Q 210 09701  0.0429 0.8382 09409 09677 09921 1.1077
Firm characteristics
SIZE 515 229055  1.9091 16.1175 22.0767 229181 23.9558 26.6382
Lev 515  0.8143  0.2250 0.0529 08460 0.8929 0.9249 1.0096
C_Sales 515 -0.2826  9.2432  -2056466 -0.0697 0.0615  0.2579 52428
Age 515  3.0687 1.0292 0.0000 2.6391 32189 38712 4.7536
FCF 515  0.0128  0.1000 -0.7501 -0.0259 0.0118 0.0579 05736
EBIT 515  0.2069  0.2437 -1.8484 0.0435 0.1651  0.3483 1.1135
RD 515  0.0014  0.0042 0.0000  0.0000  0.0000  0.0000 0.0244
ADV 515  0.0134 0.0183 0.0000  0.0000 0.0064 0.0195 0.1254
SGA 515 04931  0.3398 0.0000 02402 0.4039 06772 3.3096
Chaebol_D 515  0.3107  0.4632 0.0000  0.0000  0.0000  1.0000  1.0000
List_ D 515 04078  0.4919 0.0000  0.0000  0.0000  1.0000  1.0000
ControlSH_ D 515 05573  0.4972 0.0000  0.0000  1.0000  1.0000  1.0000

Volatility 210 0.0194  0.0060 0.0000  0.0155 0.0186  0.0229  0.0403
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<E 3> ZE7|™el felO[A} EM 4 WU

Fiscal year 2011 2012 2013 2014 2015
High_GOV 0.1667 0.1683 0.1359 0.1019 0.1215
GOV 0.5833 0.6040 0.6408 0.6204 0.5794
FI 0.2500 0.2574 0.2524 0.2593 0.2243
PROF 0.5938 0.6337 0.6602 0.6574 0.6729
P_Out_Dir 0.5033 0.5166 0.5490 0.5455 0.5537
BOD_SIZE 7.2292 7.3564 7.1650 6.9074 6.8037
Observations 96 101 103 108 107

(22 1] = AR[O|AL 4 H= FO0
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Yearly Cross-Sectional Averages of Board Characteristics
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A ol ARHE 24, ATUE 2, 25719 A, dtuy F4s 23E
195 Yepdl= W52 High_ GOV, GOV, FI, PROF¢] 7 -9-oll+= d9H4 0 & ROE, ROA,
Qe olm| gt WAIE VERA] ekt ek FIZF ROASE f-olm| gt 9o AaatAlE Holal

GOVl Q= refvleh ol ZudAE Bel, 56371
3] AT Ao BAA

4ol
7149l gl 7199 A714 71A]9

AR dFE VA i YEE ol okaai
PROF7} Q7 frel @t &ol AaaAS Holat glo], wEal Abglolabrt 719 o] 4714
7l o A AR 4EE & SR S B

<E 4> AI2[0|Al EMHot 7| Mot 3l Jbx| Zho| mojE AnAE

[ 19 44+ p-valueE vebdTh

High_ GOV GOV FI PROF P_Out_Dir BOD_SIZE ROE ROA Q

High_GOV 1
\ 0.2969
Gov [<.0001] !

FI 0.0906  0.3715 1
[0.0342] [<.0001]

0.0956  0.0381  0.0176
[0.0255] [0.3737] [0.6806]

P Out Dir 0.1681  0.3584  0.1760  0.3991 1
-t [<.0001] [<.0001] [<.0001] [<.0001]

0.1625 0.2044 0.1992 0.2494 0.2545
BODSIZE 1000011 [<.0001] [<.0001] [<.0001]  [<.0001] !

ROE -0.0480 -0.0674 -0.0123  0.0092 -0.1080 -0.0200 1
[0.2720] [0.1231] [0.7774] 1[0.8330] [0.0133] [0.6467]

PROF 1

ROA -0.0431 -0.0503 -0.1001  0.0609 0.0252 -0.0749  0.5554 1
[0.2725] [0.2507] [0.0219] [0.1640] [0.5639] [0.0868] [<.0001]
Q 01236 01409 -0.0198  0.0931 0.0029 00273 03490  0.2298

[0.1738] [0.0413] [0.7746] [0.0886] [0.9660] [0.6937] [<.0001] [0.0011]

F7HH o2 AAg oY AFHE 4, AREE 2 553719 F4), dgtas
A4S 233 7|93 28R GO VYo r AZS e 7 Jeke] Wi ROE, ROA,
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45 mla geol vis] ROAG Qgkol 242 il =& Ao= yehshon o= oAl
<G 4>9] Aol AA ity FAlo] Abelolatz EX0E Y|]1e] B 1A o
ZIdell vlsl ot Qo] i es 2 Aow yett tstusso] o834k A7
7Ol A AR dEE & i YEE F5E 7 Ak ARt o3 Aaee v
FHBA A R AERE By Aol EAT Aol AEe dRkslete] oAl
SRt 719 A 9 7Rt AR Add ¢ gloh webd e
ZIFEAR MrEs SAY v 29 aste] F 9 Axsdes 24e & 2avk i

<E 5> AIR[0o[Al B4 M=o wE 7|Y dut H JHx[9] Xfo| THHEE AFY

()] SAE tvalueol®, ), “, & 22 1%, 5%, 10%, #EANA A7 FATL Lhebd.

ROE ROA Q
Panel A: High GOV N Mean N Mean N Mean
0 445 7.1590 445 1.7949 176 0.9678
1 70 5.8742 70 1.2247 34 0.9822
Difference 1.2848 0.5702" -0.0144
(t-stat) (1.61) (1.77) (-1.62)
Panel B: GOV N Mean N Mean N Mean
0 204 7.7913 204 1.9818 53 0.9598
1 311 6.4556 311 1.5393 157 0.9736
Difference 1.3357 0.4425 -0.0139™
(t-stat) (1.48) (1.09) (-2.11)
Panel C: FI N Mean N Mean N Mean
0 388 7.0319 388 1.9562 158 0.9706
1 127 6.7578 127 0.9716 52 0.9687
Difference 0.2741 0.9846™" 0.00197
(t-stat) (0.35) (3.15) (0.27)
Panel D: PROF N Mean N Mean N Mean
0 186 6.8427 186 1.3545 43 0.9623
1 329 7.0284 329 1.8994 167 0.9722
Difference -0.1857 -0.5449 -0.0098"
(t-stat) (-0.20) (-1.56) (-1.70)

oFel WA A2 Fol w017 B FE3IA ASolA} B whe 7]
A3t 8 PRk B ALSlolat] IS EEE JIGEAAR of = i 34

i3l ek, A ek et e 4
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A fForstAY A BAE BAF e
B Aol M= S83AEe] Abe]olAL A wE 7]‘”94 33

Sl £ F48h7] f8l 7199 A B 7kAe] 9F%e v 5 e vE ]

WFES SAlehaA i 39 EA S Ak 4, AR R A ARG AT
( &S 53l 43 Petersen(2009)2] panel regression estimation

g A AR Qe HYE AAIFT T A9t <&

L RE FolA A (D2 A7Re] 4] A #2] High GOV,

GOV, FL, PROFE Al|¢JstaL 7182421 *}Q V\} H| &3} o]ALE] PR B 7|EL 7S ET

AT & FAHE A3 A ~2 (42 2 (Dol F71= A

High_GOV, GOV, FI, PROFS 7l EFAA FA g AdE Hilstal glow

(3

2 ﬁ
o )
LN

2 (6)L ol#d A AHHsE wF ¥t 4 3 A3E AAsta gl
ROEE F&HFR 3t <# 6-1>0M = Aww4=2 High GOV, GOV, FI, PROFt
ROE7te] E)3] #9)3 A¥E w34 etk ROAS $H5WTE 3 <& 6-2>004%
FI¢] 37141571 2 ()¢} 2] )M &52 528k Yebuta, PROFS] 37741571 4]
B9k 2 B)elA FFR FolstA dEtyth aeRR FAFER AHE 7199
7141 Ao 8371 FAS 23 ARR]oAL Jh2 FAAQ] dFS wA= vk
st E418 L3 Abe]o] A} F e SA Al GeS nH= og "ol o}
<E 6-1>3 <E 6-2>9 ZE Aol P Out_Dir?] 3745 42 fosHA Ve,
o] AreJoJAMH] & o] #& FE3AE 23] @A Ak viA Ve o
M QF THEWTE shE <3 6-3>0lA = AWHUTE 27 ks A ()4
PROF®] 3714157 s frolshs vehaL, v 4 Auess fods 7Ax
Zetth ol Azte A TRl BA A AR gigtag FA4 ARQ]o|AE X ghet
71?301 A IR RE L QF Bl A 1L 9 IR <E 6 1>~<E 63> AFHES
° Astol| tigh o-& A|7IEHAl HH 53] &9 Ytk

AAE B S AR T 0] Sl U U A9 gt A E
oA R Qe He FET Bask drka BT, obgel, VTS o
09] FRY, A E WA - AADS LI IEYH L ALslolA7E 7127k o]
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A, FREQ012) 2 B o)

<E 6-1> AIRIO|A} E4 Bt 7Y Mot 5 TR

()9 A= t-valueol™, ™,

e A7 1%, 5%, 10%, FEdA AT folghe VER.

ROE A (1) A (2) A (3) A (4) 4 (5) A (6)
Ifercent 7.4245 6.3767 7.3874 7.2208 7.6505 5.9809
ereep 1.27) (1.08) 1.27) (1.23) (1.31) (0.99)
. -1.0136 ~1.1819
High GOV (-0.95) (-1.07)
0.1334 0.5606
GOV 0.17) 062)
- -0.2414 -0.3894
(-0.28) (-0.43)
0.4306 0.5005
PROF (050) (057)
b out Dir S11.065™° -10.805™°  -11.179°  -10967"" -11.368"° -11.431""
-t (-533) (515  (-511) (5200  (-525)  (-493)
~03675°  -03609°  -03723°  -03618°  -03737°  -0.3779"
BOD_SIZE 180  (C181) (185  (-180) (180  (-186)
SE LOAST™  10862"" 10495 10546 10358 1.1113"
(3.12) (3.21) (3.12) (3.12) (3.08) (3.23)
LBV S181027°  -18186™°  -181267°  -18121°"  -18087° -18310°"
(-672) (675 (=672 (6720 (=671  (-6.76)
¢ Sules 00334 00345  -00335  -00330  -00325  -0.0332
= (-082)  (-085) (<082  (-08)  (-080)  (-081)
A 00740  -00391  -00754  -00768 01036  -0.0778
8¢ (<0200 (<0100  (-020)  (-021)  (-028)  (-0.21)
R 8215 88727 8849 8708 86555 85267
(2.10) 2.11) (2.10) (2.06) (2.05) 2.01)
Chachol D 310007 -29592"°  -31121°  -3.1049"" -30558" -2.9434°"
aehol (-374) (=351 (-373)  (-374)  (-366)  (-3.46)
Lt D 1.3272 1.2557 1.3147 1.2990 12756 1.0859
St (1.60) (150) (157) (1.55) (152) (1.26)
Year effect Yes Yes Yes Yes Yes Yes
Firm fixed effect Yes Yes Yes Yes Yes Yes
N 515 515 515 515 515 515
Adj. R 0.1644 0.1643 0.1627 0.1628 0.1631 0.1601
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()9 A= t-valueol™, ™,

<HE 6-2> A2[0[At B ¥

" e A7 1%, 5%, 10%, FEAA AFT Fo8e e,

il

ot 71 Mot & I

<¥ 6-2>: ROA 2 (1) 2 (2) A (3) 2 (4) 2 (5) 2] (6)
Itercent 139597 13.8009°  14.0098™ 134157 145427°  13.7046™"
P (6.20) (6.02) 6.21) (5.93) (652) (5.95)
. -0.1545 -0.2197
High GOV (-0.38) (-0.52)
~0.1808 0.2619
GOV (-058) (0.76)
- ~0.6476" ~0.6351"
(-1.98) (-1.82)
11573 114477
PROF 351  (341)
b Out Dir S2.2015 -2.16097  -2.0482"  -19359"  -3.0361° -2.9310""
- (-2.73)  (-266)  (-242) (-238)  (-366)  (-3.30)
~0.0427 00417 -0.0362  -00275  -0.0587  -0.0516
BOD_SIZE (-055) (054  (-047)  (-036) (07D  (-067)
SUE 0.0973 01034 0.0923 0.1209 0.0731 0.1124
(0.75) (0.79) 0.71) (0.93) (057) (0.86)
LEV S1487077 -14.88177 -14.838"  -14918""  -14853°  -14.962""
(-1426)  (-14.25)  (-1420)  (-1434)  (-1441)  (-14.48)
C Sules ~0.0268° 002707 -0.0268°  -00257  -0.0243  -0.0236
- -1700  (-171)  (-1.70) -164)  (-156)  (-152)
Ave -01715 01661  -0.1696  -0.1787  -0.2518°  -0.2531"
8 (-1200 (-115)  (-118)  (-125)  (-173) (175
- 842657 843647 8421977 81248" 79712 769997
(5.20) (5.20) (5.19) (5.00) (4.96) (4.77)
Chachol D S0.7348%  -071317  -07184 074737 -0.6224°  -0.6288"
- (-229)  (-219)  (-2.23) (-234)  (-195)  (-1.94)
Lt D 0.1998 0.1890 0.2167 0.1244 00589  -0.0534
- (0.62) (0.59) 0.67) (0.39) 0.18)  (-0.16)
Year effect Yes Yes Yes Yes Yes Yes
Firm fixed effect Yes Yes Yes Yes Yes Yes
N 515 515 515 515 515 515
Adj. R 05377 05369 05371 05406 05486 05491
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<I 6-3> ALR|O|AF EM Bt T MO 2 TIR|
()9 A= t-valueol™, ™, 7, "= 47 1%, 5%, 10%, FEolA AFrE o8-S VER.
<3 6-3>1 Q A (D 2 (2) 21 (3) 2 (4) 21 (5) 21 (6)
Intercept 1.0023™ 1.0022"* 1.0123™ 1.0117°"  0.9839™  0.9963""
(11.80) (11.72) (11.84) (11.86) (11.54) (11.52)
High GOV CooD Com
0.0066 0.0073
GOV (1.02) (1.06)
I 0.0068 0.0048
(1.07) (0.72)
0.0111 0.0124"
PROF (163 (L79)
P Out Dir -0.0049 -0.0049 -0.0086 -0.0045 -0.0088 -0.0128
- (-0.18) (-0.18) (-0.32) (-0.17) (-0.32) (-0.47)
-0.0024 -0.0024 -0.0028 -0.0027 -0.0029 -0.0035"
BOD_SIZE (<135 (<135 (15D (-146)  (-159)  (-187)
SIZE -0.0004 -0.0004 -0.0004 -0.0008 -0.0000 -0.0001
(-0.16) (-0.16) (-0.16) (-0.30) (-0.01) (-0.05)
LEV 0.0338 0.0338 0.0263 0.0322 0.0489 0.0414
(0.62) (0.62) (0.48) (0.59) (0.89) (0.75)
C Sales 0.0063 0.0063 0.0049 0.0062 0.0064 0.0053
- (0.81) (0.81) (0.63) (0.82) (0.84) (0.67)
Age -0.0049 -0.0049 -0.0057" -0.0055" -0.0050 -0.0064"
(-1.51) (-1.50) (-1.71) (-1.69) (-1.57) (-1.90)
FCF 0.1045" 0.1045" 0.1137" 0.1081° 0.0920 0.1024"
(1.87) (1.86) (2.01) (1.93) (1.64) (1.80)
EBIT -0.0030 -0.0030 -0.0020 -0.0048 -0.0019 -0.0025
(-0.19) (-0.19) (-0.13) (-0.30) (-0.12) (-0.15)
RD 5.3394™ 53411 4.9900™ 54652 49300 47090
(2.68) (2.64) (2.47) (2.74) (2.46) (2.28)
ADV 0.1752 0.1752 0.1804 0.1561 0.2073 0.2008
(0.80) (0.79) (0.82) (0.71) (0.94) (0.91)
SGA -0.0625""  -0.0626"™" -0.0614""  -0.0632™" -0.0631"" -0.0629""
(-5.26) (-5.22) (-5.14) (-5.31) (-5.33) (-5.24)
Chacbol D 0.0034 0.0034 0.0025 0.0039 0.0042 0.0042
- (0.54) (0.53) (0.39) (0.62) (0.67) (0.64)
List D 0.0176 0.0176 0.0174 0.0222 0.0088 0.0114
- (0.66) (0.65) (0.65) (0.82) (0.32) (0.41)
Year effect Yes Yes Yes Yes Yes Yes
Firm fixed effect Yes Yes Yes Yes Yes Yes
N 210 210 210 210 210 210
Adj. R? 0.2986 0.2948 0.2988 0.2992 0.3049 0.3022
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gebd 5 Qv 74, 719 B Auel vy 2
F 9 Golsbl & 5 Q= 7149 A% 7199 WA dAvsel o FehA 4%
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<E 7> 7|9 FX7|E0] wE AtRlojAL S #Ho 7Y

()9 FAE t-valueol™, ™, 7, " 47 1%, 5%, 10%, FEANA AF7t Ko vERdL

Mt & T

Low RD High RD Low RD High RD Low RD High RD

ROE ROA Q
48330 4663297 75332 2353907 087667 19602
Intercept (-0.69) 2.77) (3.10) (314  (1024)  (10.07)

. -1.0987 11805 -0.1444 0.2719 0.0033 0.0111
High GOV (-0.89) 051)  (-034) (0.27) (0.39) (0.79)
cov 19399"  -35926°  0.6834° 02710 0.0119° 00166

(193)  (-1.87) (195  (-032) (1.85) 0.73)
- ~1.1186 10742 -07205"  -0.3217 0.0038 0.0060
(-1.08) 059 (<199  (-0.39) (0.57) (0.41)
PROF 01432 -0.3073 08968 0.4441 00144 00312
015 (-0.17) (2.61) (0.54) (2.23) (1.37)
b Out Dir S130207° 73481 -31845™° 28363 00258  -0.0008
—out (-5.27) (118)  (-3.70) (104 (-099)  (-001)
S03812° 01643 -00081  -04040  -0.0051"" -0.0023
BOD_SIZE (~1.80) 030) (01D  (-164) (288  (-03D)
SLE 13997 -1.2184 01923  -0.1855 00013 -0.0497"
(370)  (-1.35) (146)  (-0.46) 0500 (-3.36)
LEV 145197 -76026  -10867"° -16972"" 01256 06156
(-448) (<124 (962  (-620) (2.33) 2.11)
C Sules ~0.0121 9.2492""  -0.0126 0.1850 00019 -0.0200
- (-0.30) (283)  (-0.89) (0.13) 027 (-0.85)
Age 03240  -30876™° -00975  -06386  -0.0022  -0.0691°"
(0.81) (-2.88) (-0.70) (-1.34) (-0.69) (-5.07)
FCF 04020 125096 32808° 87646”00791 0.0444
(0.08) (1.42) (1.93) (2.23) (1.30) (055)
0009  -0.1314"
EBIT 046)  (-361)
681457 36573
RD (2.37) (1.12)
05279°  -0.0467
ADV (192  (-0.13)
~0.0583™"  -0.1485""
SGA (-466)  (-4.02)
Chachol D 307017 -25901  -0.3060  -28637°"  0.0138"  -0.0761°"
- (-3.32) (-1.18) (-0.95) (-2.93) (2.21) (-3.07)
Lt D 17227°  -08229  -0.1291 0.2022 0.0088 0.0122
- 184)  (-039)  (-040) 0.22) (0.36) (0.55)
Year effect Yes Yes Yes Yes Yes Yes
Firm fixed effect Yes Yes Yes Yes Yes Yes
N 364 151 364 151 139 71
Adj. R 01128 0.4653 0.2597 0.7772 0.3761 0.8095
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e

<E 8-1> 7|2 XujFF 77 A SHMol| WE AL20[AF S4 Wt T Mot & T

()9 FA= t-valueol™, ™, 7, v 44 1%, 5%, 10%, F=olA AF7E 23S vehd.
<E 81> AWFEFE 45 ROE ROA Q
e o
wy o um o
. A S
A
A B
BOD_SIZE Com 00833 o002
High_GOVxControlSH_D Z(f%%’? 0(8%%? }9'8%70?
GOVxControlSH_D el oder 00158
FIxControlSH_D 4(5191% ()(‘3?3%6) 0(?1373:3
PROFxControlSH_D ?{f%% 1(%%? Q?%Z}S;
P_Out_DirxControlSH_D _(6516%%2) '(?1;’%%5)’* 0(8%%?
BOD_SIZExControlSH_D Pt 00258 00004
ControlSH_D o s ooz
-
C - A
w pm o
me  wm g
A S
s
RD o0
0
e
T B
o wE uy
Year effect Yes Yes Yes
Firm fixed effect Yes Yes Yes
N 515 515 515

Adj. R 0.1747 0.9517 0.3822
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<E 82> 7199 AHFF RF L BHANO T2 AtlOlAb S4 WAt 7| M3t U ik

()9 FAE t-valueol™, ™, 7, " 47 1%, 5%, 10%, FEANA AF7t Ko vERdL

<FE 82> B¥aAA ROE ROA Q
Itereent 49884 44572" 0.8094"
P (-0.26) (2.26) (8.60)
. 1132 13175 ~0.0495
High GOV (-1.80) -1.99) (-1.55)
‘ 2.0408° 0.8199 0.0460"
GOV (1.78) (153) (1.80)
- -5.0293 ~05304 -0.0159
(“1.28) (“1.14) (£0.70)
05482 ~0.0859 0.0075
PROF (-0.13) (-0.17) 0.32)
. -9.1892 ~0.9558 -0.0793
P_Out_Dir (-051) (~0.45) (-0.77)
-0.3292 ~0.0697 -0.0102"
BOD_SIZE (-0.33) (-0.60) (-1.82)
. . -2.065" ~39524" 21664
High_GOVxVolatility (-182) (Z9.20) (1.39)
. 32414 3131 -1.8744
GOVxVolatility “151) (-1.46) (-1.49)
. 4653° 1.1841 0.8557
FlxVolatility (-1.72) (1.40) 0.79)
. 6.6946 48332 0.2229
PROFxVolatility (0.08) (0.20) 019)
. . 5,605 26648 3.2675
P_Out_DirxVolatility 0.22) 0.23) 0.69)
. . -12.281 05750 0.2781
BOD_SIZExVolatility (0.26) 0.10) (1.05)
. 10.0294 22,967 15312
Volatility 0.02) (<031) (-0.43)
, 05831 0.1343" 0.0051
SIZE (1.09) (210) (1.49)
93455 63784 0.0580
LEV 0.26) (-6.00) (1.04)
3.4170" 0.3951" 0.0076
C_Sales (252) (2.46) (0.95)
A ~0.9477° 00781 -0.0031
ge (-1.70) (-1.18) (-0.89)
15510 35496™ 0.0796
FCF (2.48) (3.46) (1.41)
-0.0040
EBIT (£0.25)
51126
RD (251)
0.1237
ADV (055)
. ~0.0658""
SGA (55.40)
~15839° ~0.1816% ~0.0006
Chaebol D 1.73) (“1.94) (£0.08)
Lt D 0.9022 0.0364 0.0002
— (0.24) 0.09) 0.01)
Year effect Yes Yes Yes
Firm fixed effect Yes Yes Yes
N 210 210 210

Adj. R 0.0956 0.1979 0.3621
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<E O-1> AFRIO[A} EA Bi%o} 7| MTE LM HE
()9 FA= tvalueel™, ™, ™, " A7 1%, 5%, 10%, FEolA AG7E folghs b
<¥ 91> 719437 ROE  AROE  AROE  ROA  AROA  AROA
Ifercent 51813 59731 46579 133402 01327 06475
D (0.79) (1.01) (0.78) G4 (006  (-030)
. 0.4853 02603
High GOV (0.44) (-0.64)
0.8270 0.2054
GOV (0.95) (0.92)
- 08420 03127
(-0.93) (-0.94)
0.0598 0.1987"
PROF (0.07) (1.82)
. 27347 0.3867
P_Out_Dir (1.18) (0.45)
0.0939 0.0028
BOD_SIZE (0.47) (~0.04)
. 07361 03965 03697 01345
High GOV lagged  60) 037 (-083) (-0.34)
01362 00876 02486 0.1123
GOV_lagged (-0.14) (0.10) (0.66) (0.34)
N ~0.3065 04333 -0.8006° 04129
—age (-0.31) (-0.49) (-2.17) (-1.27)
0.4210 02262 0.9051° 0,369
PROF lagged (0.44) (-0.26) (252) (-1.17)
. 87449 46148"  ~1.8068" 171817
P_Out_Dir_lagged (3 47 (-201)  (-190) (-2.05)
0.4809" 01094 01174 00532
BOD_SIZE lagged 5 15 (-054)  (-140) (-0.72)
SE 11300 03078 02059 01393 00351  0.0561
306) (093  (-06]) (1.00) (0.29) (0.46)
by 00397 14475 15776 15499 16632° 15245
(-691)  (-054)  (-059) (-1390)  (-1.69)  (-155)
¢ Sules 11471 266107 27467 00003 03508 03748
- (1.37) (350) (3.60) (0.00) (1.26) (1.34)
e 04771 04683 04908 01335 01569 01825
g (1.14) (1.23) (1.29)  (-0.85) (1.12) (1.31)
- 73326 84207 -T9615° 65114 52825 52181
161) (204 (192 (37%)  (348)  (-3.44)
Chachol D 33205 04170 04810 07521 01449  0.2262
- (-362)  (-050)  (-057)  (-216)  (-047)  (-0.74)
Lt D 08%21 06698 07153 01424 02337 02342
- 094) (<079 (-084)  (-040)  (-05)  (-0.75)
Year effect Yes Yes Yes Yes Yes Yes
Firm fixed effect Yes Yes Yes Yes Yes Yes
N 410 410 410 410 410 410
Adj. R? 01605 00902 00922 05778 00151 00264
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NEBRES
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frelgre b,
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714l 71487

187

<E 9-2>1 7|47HA Q AQ 2Q
0.9272" 017437 016247
Intercept 9.73) (“2.86) (“2.68)
High_GOV ’(9807‘}11)
~0.0004
GOV (-0.08)
0.0068°
FROF (1.82)
~0.0003
FI (£0.07)
P_Out_Dir 0(8%%?;
BOD_SIZE ‘(98%%1)
High_GOV _lagged _(98?%?; _(98?%9)
0.0039 ~0.0024
GOV_lagged 050 (-0.49)
PROF lagged 550 035
0.0084 ~0.0004
FI lagged (1.18) (-0.09)
P_Out_Dir_lagged 7(9827%? O((())%%E;
BOD_SIZE. lagged ’(0;8%7) 0('8%%1)
0.0008 0.0014 0.0005
SIZE 0.27) (0.71) (0.24)
0.0793 0.1120" 0.1120"*
LEV (1.30) 2.92) (2.89)
0.0001 0.0081 0.0080
C_Sales (0.20) (157) (1.54)
Aoe ~0.0040 0.0043° 0.0045™
g (-1.13) (1.96) (2.04)
0.0742 ~0.0446 -0.0441
FCF (1.16) (“1.12) (“1.08)
0.0088 0.0270" 0.0273"*
EBIT (0.54) (2.57) 2.61)
5D 46540™ ~0.2562 ~0.0846
(2.20) (£0.19) (20.06)
0.0593 -0.0333 ~0.0536
ADV 0.25) (£0.23) (-0.36)
-0.0477"" 0.0167" 0.0173"
SGA (-3.89) (2.13) 2.22)
0.0033 0.0003 0.0005
Chaebol D (0.47) (0.06) 0.11)

. 0.0153 0.0066 0.0108
List D (0.41) 0.28) (0.46)
Year effect Yes Yes Yes
Firm fixed effect Yes Yes Yes
N 172 172 172
Adi. R 0.2489 0.0574 0.0486
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7|22 G S| ARAE A s on B4 Al <3t 9-3>0l Al A A T
mEy e apgtrie] JAAAE tF FolWA 7|E P_FOV_FIZe daaA7} =&
ETRFE T A4S stolets B A AnEs) vlaste] A fojn| g AiE
AR Hah= AS 4§ Ak o]y g A= BE FA AF9folANEe] B U2 71 A
7HAE o] Witkal 1| ok 2 o] 4l At WA BAR AA 4
wektka ®B7] JETa dekEnh

<E 9-3> ARRIO|A B4 Bt I Mot & T TS

()9 FAE t-valueol™, ™, 7, = A7 1%, 5%, 10%, oA AFE FojEE UER.

ROE ROA Q
tercent ~33196 115935 0.9166™
P (-0.53) (4.64) (10.17)
14.8324 1.3209 -0.1444
V_P_GOV_FI (1.28) 028) (-1.18)
. ~6.0301°" 13779 -0.0361
F-Out Dir (-284) (-162) (-1.03)
-04118" -0.0489 ~0.0009
BOD_SIZE (-2.15) (-0.64) (-0.44)
0.9367" 0.1212 0.0016
SIZE 2.91) 094) (056)
-19.740° 14677 0.0853
LEV (-763) (-14.13) (1.47)
¢ Sules -0.0325 ~0.0298° 0.0021
- (-0.83) (-1.90) (0.25)
0.2440 ~0.1246 -0.0013
Age
(0.69) (-0.87) (-0.40)
10.9043"* 9.6576°" 0.2326™
FCE (2.62) (579) (421)
~3.0901°" ~0.7567" 0.0021
Chaebol D (-3.88) (-2.37) (0.29)
. 1.7522° 0.1868 0.0024
List D (2.18) (058) (0.08)
Year effect Yes Yes Yes
Firm fixed effect Yes Yes Yes
N 515 515 210

Adj. R® 0.1674 05385 0.0758




A1 AslolAke 719l Aejskerl 189

e
i
e

_C[L
Tobin’s Qo] H|aL v 71?;134 Hlﬂﬂo# s iM% UrE‘rlﬂxl %?9} okee] 7

Foldt 545 sl ApejolAare] Al Ao A el Bt T2 e 719
a8 e V1ol AFHE 9 583719 =4 ARl olAE 7199 A3t B 7HA] 4
@ v dFES A=A AU A AT mEY ARQ|ojxbe] Eg A o]l
AFARI o] g% FaA] He A9 AFo] B VIS, AdFF 92 S5dAAt
EAsE 71, B3 0] =2 VI E i) A A o] gt AE B
Fatqinh o2l A58 I S831Ake] Abejol AL Al ghedsto] HIMsHAl A7) ¥ AL
UE A HHA S A =gl Bt Ak Qle s a9t 53] w7 AAEEe
A& 355 QA T4 IS Gk FHAblA AR 2 S5-3I EANS
TG ZANEA QL ALQ]o]AL HIE-o] Bl AF}dell HIEl w2 AE Hol7] wiitol, T ARlo]Ab
H &0 S7HETHE HAG A5S T3 ARelolAL )3t 3 S8 3]AF Abe] oAb o
ZARbAQl 7 do]l el Heltt

B =] EA A et 259 534 Abe] oAl MdEA NS Slal el
T A= AFDES v 2ok 4, AT #RE] et A= Fef o] g
A, HEA =)o EA7F sl lol st I7E 18] A Al obth A WA, 7
A Aol gt AL FAAES] 25 F AHAYS Algels Alola, o= ofv
AR AGAIS o AldE L ok TLefu) o]= HiEeEE AlPHProfessional
Labor Market)oll A1 9] 58 Q1= A o] S&4] o] of3td 7hs/do] Ak =gk 5y
Abglo|al 59 E(PooD = 1H S Fart vk =& =3t ge] AT FPAE Aol

7) @] el AAATo} WA A4S Aol A Aol TA 2 g A Eacho
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Effects of Former Bureaucrats as
Outside Directors on Firm
Performance and Value:
Evidence from Financial Firms in
the Korean Market

Changmin Lee* - Chune Young Chung**

Abstract

This study examines the effects of former bureaucrats as outside board of directors on firm

performance and value for financial firms in the Korean market. The empirical findings show that
the firms’ ROE, ROA, and Tobin’s Q are not necessarily worse when outside directors who formerly
worked for government and public financial institutions serve for the firms. These findings are
not altered in the firms with high levels of R&D expenses, information asymmetry, and the largest
shareholder and affiliated investors, for which effective monitoring by outside directors on
management is more important. Considering that compensation for outside directors in financial
firms is relatively larger than the one in non-financial firms, our findings cast a doubt on the

role of former bureaucrat directors in corporate board.
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