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ABSTRACT

Considering the relationship between state—owned enterprise (SOE) CEOs and
political circles, this study examines the performance impacts of CEO’s
succession type, board chair separation, and industry expertise and finance
expertise of CEOs and outside directors, I propose the definition of political
independence in SOE CEOs based on the independence in appearance that might
affect general people’s perception. It means that there are no relationships or
circumstances that might affect SOE CEO’s judgment, activity, and report, The
definition is able to overcome the limitations of the prior research that could
not discover the CEOs who were affiliated to political circles because the
research just distinguished the CEOs following their pre—jobs. This study
focused on the performance impacts of political independence impaired CEO as
well as the CEO’s impacts on the relationship between the performance and
other corporate governance variables, I selected as dependent variables the
average return on asset as operating income divided by total assets and the
average customer satisfaction rate evaluated by Korean government during the
first three years following the year of the events of explanatory variables, My
theory and evidence from the various CEO’s personal background and financial
information from SOEs in Lee Myung—bak Administration and Rho Moo—hyun
Administration suggest the following important things, First, the analysis based
on whether or not a SOE CEO keeps political independence shows that a
political independence impaired CEO made a significantly negative impact on
customer satisfaction rate, Second, the separation between a board chair and a
CEO in SOEs introduced by Korean Act on Management of Public Institutions
made a significantly positive impact on customer satisfaction rate. However, the
positive impact of the board chair separation was removed in a political
independence impaired CEO’s SOE, Third, outside director’s industry expertise
made a significantly positive impact on return on asset. However, the positive
impact of the outside director’s industry expertise was removed in a political
independence impaired CEO’s SOE. Fourth, the comparison between Lee
Myung—bak Administration and Roh Moo—hyun Administration on the corporate
governance and performance of SOEs shows that the ratio of political
independence impaired CEO was significantly higher in Lee Administration and
the ratio of outside director’s industry expertise and finance expertise were
respectively significantly higher in Roh Administration.
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72009\ 12 W 717 AFE 28)2 oAk
=44 AE BT BIR FAY A3 52 A= ATL[2005]) olAkE] o
7} CEOE HE|otes shelth. A, 1990dth EHE HAIo|A} o|x kg 2] a5
ARSHeE A Hgo] JHAEE|IAL o)Al o] 2007de AHE AR 'FET|He] &
ol It HEI 7R o]ofAAL Qlrk. A BE F7|olA Bl olxkE] o
g HAsHES Ho] Stk wEbd 3719 oA Y] SR A Al BIAFolA H]
& ANShE A AaAdol 4] 95 Zlolt & At o]ARE] o} CEOE #Y
EE g 1537189 @90l w3t Mol AAl a7t JEAE AAE ol8ste] 4
BIST S

A olxFE= AGXKe gt MEA] AARRA S HAS FS5shal §4
(Cotter et al[1997]; Gilson[1990])3}= T4 thzll EAE $3HFama and
Jensen[1983]; Lin et al[2003))A1A Zdifol|] 7]ofgteto(=/d+F €][2010]). CEO7} A
= @ o =S AR &Skl 7| F=9] o9l Hisk= CEOS| 7]8]52]2{<l
FAFT WA, A AGA FEAY 5F SAste 5 719483l M & IF

= UAlE 84= CEOOl 7FE 7HAl YRR 7190 2{aLe] AR 7]-el olate]olch

23, 29T 5 4% AU A WA 9w ALl Qs 7phe waich [3E7IHe] £
T Eo] AR 200792 7IE0R AHY B0 BRATA, SRHATA, AHTATY
AL TEBETAL, SRR, AARIBA 5 67olth 20129 119 @A F)EoRE TEIRA
AL BT, AATATUTAL BT, FARTAL, AAPEBA, TR, o

e e e e L o e e R o ) e B e T b = = Ml e ke e S e
A, =R GILFAL 5 1570 7o)t

7T E2ARY 3719e T71Y B ARE 3719e AL 7|3 deit), TEav|Ee] &9l #et e
o] AFH 2007 WAL =AY 7Y S HFAN SEIHTAL ST AL, St
AL, g ARISEAH20099 19 SEEAYEAIR 718 §7), tishEEAE S AR-EAL
SR -FAL AR Q2 TE| (2009 1Y AR eZ VY WA, 2010W 49 LEE
Aegdoz 53, e 3AH2009E 109 S=HEXFEFAIR 7|3 5, qedes ), 3=
Y, AHE2FAL SR UATAL, S AETAE FSEATAN2009E 109 = EAFHTALR
71 59, S=EEH o ETH(2010d F SRV EeR Fu71d 79 WA, 20119 8Y o5F
FFUTAR 718Y HA), AFIARFEANEAE 5 1870 7]elc) 2012 1Y &4 7|Eo=
= e AL AR, AU TAL AFIARGEANEAE, =g, o=t
HFTAL G EAYTAL SRR AN, SHUALY], SR g AL, ST AL, SR
AL SHRHEFAL AREXFEFA T 1470 7ol B 1AES Hguke RAEE 229 o]Ake]
FAY 37192 20119 119 7|E0 R S ERFAL, AEEFAL R AIAEAL, SEmkabg,
SHEXFEFAL, qele B34 3)AL 5 67 7]o]Th

8 27199 AYgz A 2 vzt Wet HE S 19979 89 /WAL Baf, RAREAH w7
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(A58[2009]; €45+ 2I[2010]; Vafeas[1999]). ©|A3]e] HAdeF 42217} CEOS] 4
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Hickman[1992]).
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SHA] 5%t IAIZE 9 Wolgh= vEE QITh(EEY[2004]; Hermalin and Weisbach
[1991]; Bhagat and Black[2002]; Denis and McConnel[2003]; Klein[1998]). =34
Ql oxRRlE ERH e =Y AAle dA R 2 folw, SRizfolal AwAQl
o] gits] EEallof a3t 9)7] whEe]th(Menon and Williams[1994]). OECD
9] Frederick(2011)2 ©JARR]9] =4S o|Ak2le] A} A|LE et 4] acles &
Q. OECD(2005a, 2005b, 2011) ¥ OECD2] Asian SOE Network(2010)3} =3 ojAk
AAA (2007 = 5719 A9 =Y st =A7 I+ 9 HIARRS Hhg
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CEO®] 74, CEO°A Bagt A97lee 71 Wiehd7ls, Ajigbd7]<, gud
= 97 A 7R = E'_E'(Castanias and Helfat[1991]; Harris and Helfat[1997])3}=4,
CEO= Al 7] 7l& & F53t 7Ie2 sh57ks S8 A e5skAY ol 7hsst
71&-& o]A}3)(Gales and Kesner[1994]; Boyd[1990]) 52 =3l BSoHA o)t a51}
7‘401]*1 CEO= W ARREY k=8 FARHA =il o] woa 2849 571 5=
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o) ol S5l A CROS| /K701 Wl Ak 272 ol 3
WotA7]= AAAE TS STHRAS - 38e2008]). 22 SH¥she A deHd

4 CEOS] H1ARIo0] itk AR ol el (Kiin[i098), MU OED
o] 71YePoll =wo] He AE, =, ARuRF HEYR 5 o A AE
(Hillman et al[2000]; Daily and Dalton[1994a, 1994b])S E&f A1} A|are] 7]oigk

S olth HEAS 23 Aol BAIQAGE, oMY, gAY 52
I3

HAEAHLS AHAEABalsam et al[2003]; Hammersley[2006]; Jenkins et al
[2006]; Mayhew and Wilkins[2003])2} ZHFEHAEA(McMullen and Raghunandan
[1996]; Xie et al[2003)o2 RSl BEA%ICH 37|99 d¥es JU=E+= APIY

BG4 Ex 54 Aol tid 4T Ei AT Aol gl Wt F ARE Bl 4
PHEHL WHIT 4 G T Robel F71el YU STt ek YA
ATE T 4 QA AAl0] M mSII(EATF - ol ZG[2008)E 7T Uk A
BAS BN Rolol AUE AWAIE H Avht S1of8A Sfolct FAM 5
AR B Y BRA s B - A 2o e S| QAbh F719) CEOL Ay
oAbz HYElE 7o) A7 A BALL SARYS urk YA Q4 5 o
of, AR olA} 7ke] oA B A ol AT o] ARAe] gl ARt ¥
cHEPgE] - §E912009). olFE F7199) CRO 5 Uo] HEAS BastH Bel

Aol EshA Z(Pfeffer and  Salancik[1978]), AlZolAe]l Azfjulg 4
(Williamson[1984]) 5= &3l 71%12] A 4ol 710%6P4<Singh et al[1986]). ©]2}

e =22 CEOSH ulAflolAte] ARIFE AT} AR gt 7S 22t A7)
ALt o5 F3l CEOL} Hdlolatel A/ Z}ﬂﬁ74°11 et 'l gl
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7Hd 3-2: 3719 CEO7} AIFAEAES

b IR S
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2 A FEHee 371 Aeld, o9 SAHE sl FAMMYAolYE
(output) ¥} LTI (outcome) & AR AW 5719 CEOY A4 w34

FE, olAke] oA T CEO 22, CEOS] AFIAIE/Y, CEOY A, vl ol ke

ARIREA, Hlelol o] ARAEAS AMgReh At W4Tt ATl miXE Rk
A 4517 918 1250] WS BAR & A7E A 37190 B4 A
=8 54 A 18 RYEREY FREANS A,
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2 Aqe TEUSE QPRI ROAReturn on Asset) 2 371¢19] 522191 =7l

U= HEEE ARSRITE ROAE Sdll 37199 71940l

BAshal, nAvEEE FI FEAT V9SSR 4

(outcome) & AR}, 7 W7t ATtol| n|A= aYE F&9] 225kl &

Lo A7t St Aol Yol EEEE A4S 279 (smoothing)sh7| 98 AW

7 HASE AmZEE 3|zt t+1, t+2) AT Hat $A|(Daily et al[2000];
Kesner and Dalton[1994]; Shen and Cannella[2002])& €-83}%ith,
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2. AYHL

Independence Impaired CEO= 27| CEOZ AYU%E AA} AA]A Ea“"] =

=
EQew 10]ar, IR ¢rom 0%1 Hu|Hgolty, HX|A Ao & oF= 2ol
A AXNSE 2 A SHA(Sutton[1997]; Dopuch et al [2003])& 7]&o2 HAHSH
o, FEAR] et XA B, FAH WEHA(FT )oY &, tE

a949) ATAGE A\pon BRI, FAACE okss) 20107} olerd
e TR 95 FET 71ES S8 theel vl AX) sleo] ojs HAH
B4l flee Busllt, O gl AT i AW A8y 5 ARe 4U BUe R
VHEY BR2A Wt A9E A2, © DALY EE Gl
upga) 24 Bslolel Bi DA 4 @ A - ARA - AP el
(FoqAR) L shaldo]guly®) TR 2okt A8, @ 29014 - A= = 4
Bl AACl 2 5 vl TP oI oI5 901071 A48 oF
A )% F F A 2 aseld A2jsa st 47

HAY FRE WA Aeolc, Y AL HAA gk A
el A7) EAfE 4 o] HEolt), e shte EIAs 9193 AU 7
golrh, & 7]&2 He)7t AUER Aolsto] oA Ret oo FdsHAl 4
|57 ofef e FA/EFe] = 1Yol AdE Be= Q7] whwolt
Board Chair Separation2 ©|AFS] oA} CEOZF Aolahd 1, 2% ¢Fo™ 021 ¢
sz oJAlSle] SR EjlS 9f3h Wo|t)

CEO Industry Expertise= CEO2] AFJHAEA o2 A it ¢

o
Ao HUARAS MBI 1, 18 or 02 Hvlolth AYASAE
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17 A ol ek Ablelsh el 87ke) Aslola ol AR sldrk 1 v

A 71 BAARU A | A% A1, BRI F A1 5
olek, 4] A3k 22,6%9] 71%i0] oW QA Apslold HRsigick, AT ok 9}
L 15.9% FHIF W FHIAE 33.3% 1Y B TS 50,052 HRY Juo] 2 714
5% o]y QIAF Melulgo] BITE AL ol FuHT QAR TRk Z1EL thae] oA 7
ofch. @ 2007 Th4l WAl olut Fre] S AskAvt A o) HelAelA A A2,
@ ourAR F¥ o|F thEPol AP NIFAAE YL TR WHHAD BA(Hl
ol glslol S0 A9 A9). © g s o) HesEE aselell, Sy

A3, v o], S7PEHENAS]) AYF A, @ 2004 ol F Fhiehd w3lojd 9 |
A7} A, 6 20089 241 T o] XHEH 2010L4 ArAANA Shteld TR Zalel A3
oA "olxl Fe= AlL), ©® 7Iet &3], AAH 5 olgH ey AW,
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W F7I%00] & Alelioke] ARARAS Wakth Aleliobs EAR] H(HoW
AFERAQERA FHRBS 7]208 BRI JRARHe CROZ U%sY]
ol A 109 F Bl PF E ATE 59 ol ST A9 WE wheba A
719, B9 5 B AT, AEEA B aEsIwld 2 109 F 59 oy
A 7190 FUAR AGRTERAIETY FEF /199 4T EX A1 3 4
L AQEEAL BAF Aol o] Z$ AIY CEO FAlelekE Aol FE%
o ARQlEolel CEOR Wl §7]919] ARIEol} Aolst ARIdEA 0] gl AoE

CEO Finance Expertiser= CEO2] AFHFHO2A 3 QA CEOZ Y =7]
Aol AFHEAES Aokl oH 1, 3% grow 09l gn|yarolt, AFEAdo] 9l
24175 o HE A%

© Ak P AR Al3TR Al2d e AREANE S8Rl o
F1 A29= A2goolA g oA e A A Tt

)
Outside Director Industry Expertiser= H]AFQJO|ALS] AFAEA] O 2 A4 H|AFQI oA}

2 AE7] Hofl AJAEAL B3 AAE HA| vAFA0JAL Fof|A] ZX|sH= H|E
< T3t} ARAEA O] tigh AeAle 91e] CEO Industy Expertise@}t &3l
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FER A7), 7k 3] 9 1RE 3, £EF: 4719
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LB Bl AR Hofe] AARIS] olge] aSlaAAEA AT Ex llA B E Ay
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= It ARl tigk A2 919 CEO Finance Expertise®} -5 Y3},

e e B71910) ATl e v 4 ol el 12
9] HeES FAISELA) St} Industry Competition AHY AAEZ A sid 5714
I &F ol FABRE ARIAIS] Flgrolt), Ak ol *é;%%‘ = g AFlollA] ZEs
LA Solub, AAekeo] RobxulA ATt heshi(Scherer(2011), 7]4]
EEL WoltlthAgarwal[1998]). 12yt [ E3t AR 7]19S Arej4lolal &l e

2 WAz dEste 719 R M agHor Egste] oS AAAE
4= QITH@E 9)[2011), Industry Growthi AF AR =A g 37|10l &3t
A1) ey S7HEolTh *é’%}L AbE Aol =L TRt AlEol AN E=

271&

=48 3 JENYAE - AR A2000). ot /19 ANelA Kok fl
| AQRE Ak, BARRE olelst B4S A oR ofA

(McDougall et al[1994]) A &djgtc} o]gfst IAoA 7|Ye) A& AHaiE A
oltty, 1yt A AR el an|Rke] gtof HAJof th-g5HA] Fote 7Y AY

ek AR BHRAL A B8 0 R ARRSHA R3] Bl ZejE o] Adirt d
o Aot} Asset2 = T FANKES] AQARIIgroIH, AitEyE A9 A B
7197kl 5784 9%e w4 AthJoh[2008]; Krivogorsky[2006]). L2y A
€](2002)= HAERGR o]ofo] (1) 71U AFEIE S5 FA S
g= "AS BRI Government Supports= gHAY BlERA 57
o T4 T & AAede AR AR, 29, X ) T
g5 % ol B)ol AAElE HlEelH, AR
e AR 59 T ol It #AAL = AR
b & AL R vE £ Q7] weel ZRAY
H’E"L = Itk Firm Agee 7|UAF 224 37
A AY o] A= WA At e}, Evans(1987)& 719 A®0] 2=
7|9e] RED EeEe] B L;%OPS 15T AJH5-8(2000)3} Jovanovic(1982)
T 24 B e W2 49U o= VIdd¥el m2E Aol Askde 2dst

A9 ulgo] B 7

Hl2009)), 184 57
Hle At ol B(+)e] dA
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502 A3 Alatef| 7]ojd == Ut} CEO Tenure:= CEOQ] A YP7|7HO.E CEO7} A
H o]% A WA AHE ¢geolth CEOS Aei7I7ko] dojda= 1A A&
1(Finkelstein  and Hambrick[1990])8FAY A=A WIS 31 (Wiersma and
Bantel[1992])8}aL, SJARAEO] 4ot R AH O] 7 © 2 (Katz[1982]) Aol 784
Q1 S ulE 4= It Outside Director Tenures= HIAFYOJALY] Hat AA7|Eo =
7 vl oAt AYE o] Ak WAl AupE A9 Bk EWIth olAEY
AY717ke] dojxH CEOS} oAb 7he] FofjdAIZE F4E 7HsAdol =oHVafeas
[2003]) CEOO] et o|r=2) FAl7]50] oFsben), ?HH, ojxl=o] @’ 7|7k Adst
W o|xkgle] At FH o] F7Fstel(Buchanan[1974]; Vance[1983]) Adatel] 5442l
P vE 5 vk Debt Ratiow= FARIERA FAHE FARELE Use glol), #
Aul&o] FOoH o|xH|go] Frlste] Tyl or olAdo] shetdt 4= QUtHJoh[2003];
Cui and Mak[2002]). ZZ&{ut 27t Fafe] ARgof &gt “AYAt feaate] 2 &
o7 s ATIAZ 4= ArHCui and Mak[2002]). Prior ROAY= HWXE ROAS]AL,
Prior Customer Satisfaction HAWl%E IAWFZEo|t;, AdE IS Faf At
o] A A e HHozo JAE FAY 4 Arh(Brown[1982]). SOE Dummy+=
M 7199 E4e AAsH] 9t A antwy waolty, A7} sid 37|90l
H 1, ofyH 002 A5ttt Year Dummy= A= a3s AASH] ¢t 14a
ey WHgrolnh, A7} s kol &5hd 1, ofyH 022 A2 skith

oS

=

4,

Fil

2 9 A2 44

2 Ae TFar)Ee] &9l et WE A Al(20074) w719z 2gE 7]
o] 2003d+HFE 201197HA] 9|Axte] AmE tFo= siqiet. onf AEE7Ide]
7PAFAY, A FAL A A EFARY] AP o] & AE(217H)= w4 iAdelAl Al
olateirt 20 ME A Fof Agd 7|13 A o)A AxE ALSHATGA). 24 o

& 3710 SRk (@AMl R Y, HFE AL T=EASADEHAY F71%10]
obd thE LR WA AEe A-HATSTITADE AlLfstalo) T B

20 J=TEAFARE 199990 A EIQT, S EFARE 1989W 0] ARE|o] K olte] B o
WURE 201187H4]2] BE 2p587) AEofA] AL = et g, SRR G TARE 2009 A= of
o]1% AmQl 3'7te] =R AZof| A AlLl= it
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cho] 22) ZlToleh, AATATHTAL, BIIYTA FAGETAL,

QHFUFA, FREATA, QRTWFTAL ATYEF AL, AP, R G

ABAL2 fRAERAL SRR, SRAGPYBALL S 2,202 T

FEPAL UFUREE), ARERY, AR T, GILARTA, AFAET

A, BFEAFAL oS GFYRFAL 22 AZFAAGEA A,
ROAGAMIG01018) 5 405 2L SAMS: Aol 288 A A745
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gApgrel akele Asglu ARt 24 B7190e] FHolXeld sk
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Industry Competition(A+374A =)} Industry Growth(AZFAAAAA) = 3H=2Al8-H 714
1 9] KISLINEo|A =313t Aol &85 CEO % HglolAlell thgt ARt
=R E 7|EAGRY dufe AlAF, JiE 37199 oAk FoEat o)A, F
oK o] JOINS °lE4K 9 KINDSOA 4313k tt
V. 25&4

1. 7184

T4l ROA(FAH I ol &) o] He-2 0.030]1, EFEHAH= 0.08¢]t}, o]
39 B HRAORE FAF ] oF 39%0] Gelolole gelT 9L ofuigt E o
E FEH59] Customer Satisfaction(LZAWEE)Q] Hb2 86.530|1, HFHX|=
6.170]ch, ol= 34| §¢F BA o R uATELTL oF 86,537 U oulgitt, HH, F

21 20099 19, (PHFRFARGZAL 7188E HAsksct

22 AP oA A=Ql 2003ERE 2008W7HX] <] };—;u} =359}

23 20099 19, (AR gE| o] 713y-S WSt

24 20109 49, TEEAFHOE =S

25 20099 109, S=TEXFAR} T SI=EAFHFAR T A

26 2009 10¥, HstERTAlel &7 SHHEAFH AR F3E )

27 20119 89, (=g o|uREg o] 7S skt

28 20109 1%, 7SR LA] H2010-3% 0] o FAIYE F7IGoA EFR7ITOR FE71H &
o] M=t g, o=gFTEAbs 2012 1Y, 71EAAE 1A A2012-28 0 ol8f &% Eﬂ
Toll A EAT 071%‘°i A= J oY Agsle] 371902 Y A= 2009%7/PX194 A=
o B B SeE 9t
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ZF RS SR e 7R 2 7F 18071l mIAA] ke ol
Aol ol UAEE 2ARE HAISHA] 942 F7d0] EAISHAY 39 Bt
Aok oA B85HA] XEE 3to] EAfst] wiZolth
A 4=9] Independence Impaired CEOX= o+ 0.4062.%2 ZAA|
F 4127} AAA =do] &R Qe FEH3 b= 0.492010, 7 29 TRk
] Board Chair Separation 0] 0,2500]1L, FFHX = 0.4340]ct, A
1/49] 204 oJALS] Y] SPAS sl oAkl 2 CEO7F 22 = 3iet. o]
'FE71e] 2ol T3t HEsol sl 2 A ME Aw9 FXhol| fEshs
2007 0] o]AkS] o} CEOE &efshe= AAo] =Q=la, i 37d= AdE &
7197 AR 2329 o]/ T*l & F71900 7] wlmoltt, 7 3of dhgh
A2l CEOS}F vt olake] 4w B AFdEdel et 7lssAE AR
™, CEO Industry Expertise®] B2 0.5940]1, FZFHAR= 0.4920]|t}F, <F 60%2]
CEO7} AFJAEAL H83517 99tk CEO Finance Expertise?] B2 0.0830]1L
HEFHAE 02772 CEO F ARARAS 7H QA= 10%0% wX|A] E3F3IT)

Ir b
(T
4>
)

(1A
411

Eor
I
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N
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—
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ot

O

@
O

E
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O{N [ﬁ ol
1

flo 1 oF
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Outside Director Industry Expertise®} Outside Director Finance Expertise®] B+t
2 2k} 0.3773} 0.3080]ch. AFIARAE 7R wlRlolAE 40%ele mlxA] et
3, AEARAS 74 ulAelolAks A HlAklolAe] 1/5elE XX £t
EAM4 % Industry Competition(AFIARHE)S A W AFAA =24 B 505
©]al, Industry Growth(itdd&d)= el mied S7ke=2A4 B2 0.1799]0
Asset(RAFS] AFA 2 7) 0] k-2 28 483(2.4% ) o]t} Government Support(ZgH-A]H
H-8)9o] BHFL 0.92520|cf, F7|9L HFAoz Ao E4=9] = oF /58 AH HR
T 5 AR Y Be 514 A9E % IR el 5 AR peler 5
Gkl QUSIEh Firm Age(719%)9] Bal2 30.921(30d 117E)oltt. CEO Tenure
(CEO AQ717he] B 1.526(1d 674Q)oltt, o)i= CEO®] Al7It HAZ oln]sh=
Zlo] ope} 7} A% U 7 ]—Zfs"] CEO AA717Hs &Ju|gtt}, Outside Director Tenure(H]
oA AA7ITh ] Bt 1523019 671 E) 22 CEOL} Blse3itt. Debt Ratio(-Af
H[8) o] Hhd 2.339F KA} FAEL oiH] oF 2 3ui¢)S o]n|gltt, Prior ROA(H
Ae xR YPolelE) Y B2 0.0359]3L, Prior Customer Satisfaction(d@x®E i1
HUE 1) 0] -2 83,780|t}, o] /\}ﬂﬁr ujoj /A ATE (Table Dol &

U
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(Table 1) Means, Standard Deviations, and Pearson Correlation Coefficients

N [Mean| SD. | (1) | @ | ® | @ | & |® | ) | @ | @ |(10)]| (1) ]| (12) | (13) | (14)| (15) |(16) | (17) |(18)
Dep— (1) RoA 136 | —03| .08 1
endent
var. |(2) Customer Safistaction 1318653 6.17|-29"* 1
(3) Independence Impaired CEO | 180 | 41| 49| —17** .16 1
(4) Board Chair Separation 176 | 25| .43 10| 22| —13* 1
Expla—|(5) CEO Industry Expertise 180| 59| .49 .02 .09 -10] .06 1
natory
var. |(6) CEO Finance Expertise 180 .08 .28/ -16| .07 08| —04 -04] 1
(7) O/D Industry Expertise 176/ 38| 31| .19™| —08|-22** 34| .16™| -05 1
(8) O/D Finance Expertise 176 15| 17| =05 —10| = 19" —14%—20™*] 19%*|—24** 1
(9) Industry Competition 180 505| 757 -08] .11 07| 24 18%| —11]-21™* 08 1
(10) Industry Growth 180 18] .59 02] —=09] -09| -06 011 05 —12 01 07 1
(11) Asset 180 [ 28.49| 1.62| —.20** .00 01| 2% 03| .03|—-30%* 18| 15 12 1
(12) Government Support 180 25 31| 44 -24 A1|=22%FF 19| —03] 19%*|—26™*| 20"*| —04|-17** 1
Cont— [(13) Fim Age 180 |3002| 187724 .14 .15%-36™ 01 01]-43™ -08|.19% 02| -07| 08|
ol VL. |(14) CEO Tenure 180 | 153| 97| —07| —05| —14* 23" -01| 02| 04| 03] -05/ 04| .14 —12| -06] 1
(15) O/D Tenure 176 | 152 62| —11] —-08 03| =10| =13| 01| —=11] 21** —04| 11].22"* —14| -08| .07 1
(16) Debt Ratio 180 | 2.33| 16.75 01 =07 .07 10| -07| =04| —11| —03| —=02| —01| —04| -04| 02| -03| —15™ 1
(17) Prior ROA 176 04 10| 58"*|-36™* —15* -10 01 =10 09 00| —06| —02| —12].36™*|—-17"| 04| -12| -03 1
(18) Prior Customer Safisfaction | 157 | 8378 9.01| —.23%| 75"*| 19™*| 26** 07| 02| -07| —24| 07| =07| .02|—18%| 10| .01|-22"*| 08|-22** 1

Note: *: p{.10, **: p{.05, **: p(.01.
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ol S AR, M 15 913 A<l Independence Impaired
CEO(HAA S A Fl& CEO)9F 51 5 3l ROA(FTAMIE Aol E)= 5%
ool Al ofgt #(-) 9] A AE B3t 7HE 28 91’ A W2l Board Chair
Separation(¢]A}s] o)A} CEO £8])& L& £ 519l Customer Satisfaction(al
ANET)0 5% FoollAl f-olgh A(+) o] AHHAE 23t 7Hd 3& flg 24X
H=Ql CEOY| AMFAEY X A8 S50 1holl, 12ar vlelolAte] A+
AT 2LHHE Tholl= Go)5k A7 Holx] ¢ttt 1284 Outside Director
Industry Expertise(H]AF oA} AFQAEA )= ROAEAAES °4°] o159} 5% Jol4F
oA SLSI8F A()S] AAAE B A Fh (16] S A
H, Asset(RAFS] AFARZ 7)), Government Support(%H-X ]-?r_ H-&), Firm Age(7]°4°4
) ROA(%‘—XVWO*OP‘%)Q} 22k 50, 55, 19 SrOVREoIA Ol RO, A, T

(58] RIS 2ot dde Aiaes S5t 247 1% felesolA] ot
A+ AIIAE EFh 3HH, 7 18 93t AWl Independence Impaired

CEO(FAA =34 F<= CEO)= Outside Director Industry Expertise(B]AFdo|A} AF]
HAEA) W Outside Director Finance Expertise(H|AFoA A} AFEAEAQ}E 2H2F 19 DL
5% FeollAl Felgt ()9 AAZE aEdnt A =gAdo] FksE CEO

7F AdE 371dole A2 7 BlddeE € AdE S-S QniR

o

+H, Independence Impaired CEO(AX]A ZHA 3|4 CEO) H9] A X4
A& ARE YEARTE WESHAL, AR, X2 5 24 FFHE BYshH o}

=
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5 157H(16.9%)7} %il@ %E‘a*éol ?ﬂtﬂ MEE‘%. 7470(83.1%)= BAA =

HAE FASA AR AL e A9-227)olM BAA EHAdo] FEE Ik
A 18070 ME F Xéilﬂ E40] F&" CEOE 7472 41.19%5 RSkt 419
AT 4219991 [

l‘-{Eo_l
o,

07]; W3A[2008]; 4-5A[2009]; ©]HA[2001])= 7Y
sto] 159 AA|H %wé—% apotsia] Yok A7 S
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SHAAS Y AT AV fle=

o, 2e) B BAe %‘811 2719 CRO®| 7]
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(Table 2) CEQ’s Political Independence and Origin

Impairment of CEQ’s Maintenance of CEO’s
N L Sum

political independence political independence
Outside expert 34 (61.8%) 21 (38.2%) 55
Insider 3 (21.4%) 11 (78.6%) 14
Former bureaucrat 15 (16.9%) 74 (83.1%) 89
Poltician 22 (100%) - 22
Sum 74 (41.1%) 106 (58.9%) 180

2. 712 4%
7t BRI HO[AE(ROA) CHEH 7HE HH

A= = Prior ROA

=
o
24T 4 glof G2 180799

o] 2 = ROAFGAMIGUIYE) 3
(A= ROA) W5 sk IdolA] g7 2
Fto] 128702 Faskqlt, ZF 7HdE AAS fIvt % (model 1,2,3)% 2= 7F

S &7 A Y8l AH RE(model S BASAT, 7 o) gk =4
A R*= 0.90600A4 0.9197FA]o]m], Fgl2 34.082004] 36.7917kA]0]1L, HE RO
1% FeezoA f-oJstsint. WA 71 12 93 A=<l Independence Impaired
CEO(FA14 =84 3 CEO)&= & 23 (model )3 HA| X3P (model 4)°l4] ROA
of ()9 FFE mA AN F-oJ5HA] Ut

7Hd 22 9J3t AH4=¢] Board Chair Separation(0]AFE] 2J&1t CEO Ha)& 89
SHA] oottt 7Hd 3 figt ARl Ao A4 F Outside Director Industry
Expertise(HA QoA AFAHEA0)= & 23 (model 3)1 HA| X (model 4) H5of
Al 10% FolEolAl foJRt A(H9] 3 A

FAA50.032) 5 7HFAemUm} siAsto] B, thE 20| 52
ALO] AFIEAY BIE0] 100%(10%) 358 79 ROA 31| Bt F 0.032%(0.0032%)
7R oufgitt, ARIAREAEE 7R v ok E 483 Z1gdERS AlXlske
CEO%} 8l 57199 B35S A4d3s] SAlste] EH a3t vl8-S AofsiAu 4
olZ AA7l= d 71ofdt AR AT 4= Stk CEOY| AMIAEA3 AFHES

W uppelolae] ARHEAS RO ot L vlAA] Fajsict,

e
r 0
Lo
H

il

%
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(Table 3) Results of Fixed Effect Models

ROA Customer Satisfaction
model 1 | model 2 | model 3 | model 4 | model 1 | model 2 | model 3 | model 4
-006 -003 —1.249* -1.361**
Indepena Impaired CEQ
raependence meare (470) (609) | (043) (039)
Board Chair Separation ore ~003 3007 2571
o (.456) (871) (008) (025)
011 010 200 -176
EO | fry Expert ’ ' ' )
CRO Industry Expertie (108) | (139) (719 | (749
-015 -015 —1.446 -1.393
EO Fi Experti
CEO Fnence Bxpertie (166) | (188) (148) | (142
0O/D Industry Expertise .032* 032* 276 108
[ (061) | (068) (8700 | (947)
—-055 —-056 -1.970 -1.073
D F Expert ) ' : )
O/b Finance Bxpertise (411) | (413 (329) | (583)
Indusiry Competiion .000 -000 -000 -.000 .000 .000 .000 001
e (922) | (9100 | (873 | (983 | (775 | (683 | (833) | (631)
Indusiry Growh 001 002 004 003 103 224 276 077
v (.736) (.645) (.359) (.410) (.757) (.485) (413) (818)
Assel —005™* | 0.090"* | —089™* | —091™* | —4.679"* | -3111™ | —4581"* | —3.692**
(.000) (.000) (.000) (.000) (001) (.030) (002) (013)
Government Suboort 040 045 027 026 2.049 2.884 311 3.698
o (347) | (298) | (521) | (838) | (589) | (430) | (425) | (322)
Firm Age —067* | —070™* | —056™* | —054™* | 7560 | 6,780 | 7.490"* | 8289
(.001) (.000) (.003) (.006) (.000) (.001) (.001) (.000)
CEO Tenure -003 -003 -003 -003 352 A1 447 352
(.354) (.348) (.389) (.395) (.245) (.160) (141) (.226)
0D Tenue -004 -005 -.004 -.004 -252 —-351 -327 271
(481) (.386) (443) (:497) (576) (.426) (478) (540)
! 000 000 001 001 1,269 1.224 1.531% 1.510*
Debt Ratio
(.849) (913) (717) (.748) (.108) (113) (.068) (.060)
_ KKK _ kokok _ KoKk _ kKK
Prior ROA 1089 088 1093 1094
(.006) (.006) (.002) (.002)
016 -004 -016 -010
Pri i tisfacti
rior Customer Satistaction (750) (940) (753) (840)
Year Dummy included included included included included included included included
SOE Dummy included | included | included | included | included | included | included | included
Obs. 128 128 128 128 118 118 118 118
ad, R? 906 906 919 917 866 872 862 874
F value 34,082 | 34.095"* | 36.791"* | 34.303™* | 21,463 | 22,454 | 19,202*** | 20.331***

Note: Values are unstandardized coefficients and parentheses are p values.

*: pC0.10, **: p(0.05, **: p(0.01.
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AT 5 Asset(AAHFRE ZIZHY Firm Age(Z|H9 %)= it Z33 A &2
@ EFolA A2 1% FoaeolA foltt ()9 FEF= AL QU oA AL
TR7F 2 F7I9YE, 7I999el B2 3719 YE ROAGAMIEHE)7E &
A5 oJu|gtc), S, Industry Competition(AFI7AAE), Industry Growth(AF3A]
ZA), Government Support(AHEAY H]E), CEO Tenure(CEO A Y717}), Outside
Director Tenure(H|A} oA} A 7]17H, Debt Ratio((3ZH]L), Prior ROA(AUE &
AArd ol E)= ROA F-o3h k2 nIAA] Fshieh. $19] (Table 3)°ll ROA(E
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o] T 1807HollA] 118712 A=t 2t Hagol gt 2% r*= 0.86204] 0.874
Plolw, Fhe 19202014 22,45471K00]3 BE mo] 19 GolzolA] Selstel
ot 7Fd 18 93F A2l Independence Impaired CEO(R XA =HA < CEO)
< it 2 (model DI A K (model 4) oA AR Z42; 5% 2l
FolA Folet ()Y FEFE miEY. FATEA 2 -1.361)9 A5 WA
o3t deple 5t HE o) 5T W 1Y ot A S S
oV A4 5] AR D A A9 9 R 1009 S
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0] DAL IS} ofiet A4S Alelst Aol Bt HA7 olsuAE 9]
) AABEE S Y AR ALY, 7M 25 5 A%W4el Board Chair

Separation(©]A}s] 9% Ea))& HE H¥(model 2)TF AA| 2&(model 4)o|4 229t
Zwofl 217k 19 D 5% RAREANA frelT A(He) JFE IR FAARCEA =
B2 2.57)¢] oulE sjAste] B, tE 270 FUT uf ojAkg] ofFol E2ld 7
2 3 BF LAVSE Wt o 2,69 A5 Heh, oINS ol CROS) el
of shet /19 o] ek Mol Helm A9 olklsE CHOY A 8% A WSS
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43 BAte] i F71gol FUnAY HelFae 95 B

2 g 5 FnAY
AT} ol RO HHT 4 ek 7H 32 Slak Aus

?l CEO Industry
Expertise(CEO2] AFAAEA]), CEO Finance Expertise(CEO2] AFAEA]), Outside
Director Industry Expertise(B|AJolAe] AFAAEA) 2 Outside Director Finance
Expertise(B] oA AFHE40) = ATk wo f-oJgt ok mA|A] Zakeint.
A T Asset(RMFR AFARTIZHS Fat B AR By RFolA 5% Ee
1% Fol<ollAl fofet F(-)9] FaF= vIFHh Firm Age(7|99%) = 7= =3 &
A By RFox ARk 1% [FofaollA ot A(+)e] F¥= wH|aL Sl
Debt Ratio(F-AH]&)E= H5 & (model 3)% AA| & (model 4)°ll4 242} 10% -2
FolA ot A(H) Y FF= vIH ol AT A s, 719 AR w2
=, FAuEe] s AN} Fobde ittt g, Industry Competition
AFAAAE), Industry Growth(AFAA3AH4d), Government Support(dHEA| H]E),
CEO Tenure(CEO A¢17]17h), Outside Director Tenure(H]AF¢Io]AF A 717}), Prior
Customer Satisfaction(A@E IANIELR) & =2 ExdHss 120E Lo EWst

Y= vIAA FBH

ol7)A 87191 CEOS] X% BAo] 4w o|xks] o Hel U ulaelolA}

o] AdHEAde] Aol mAs Gl ofuRt Mept =AlE EA =3

1. CEO FXR 524 W&ol ofeh uae Hue o) xE ¥y

919 74 7oA CROS| AAH YA Fio] DAREES] ol ()] e
& ulx L, olAkE] EYAS $Iat o|A1E] Ot CEO el A w wlARe]
Fdo] IAREES} FAAIG 0|0l Bl 47 fofst A+ GBS nlHS s

ok o7|M= CEO2| A2 =gAdo] fltd 37IHNA oAk =133t B4 ol
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Ab AR/ 0] Adaba o] 04 As5] LS FF= U]_]%X] HI7E ok ojH k|
AR & FTREACA BEE F VM noHeE vEat o] AT
Independence Impaired CEO(R X4 =HA 3|4 CEO, A)Q} Board Chair Separation
(o|A}E] oA CEO #32], B) H4E Z23619] Independence Impaired CEO X Board
Chair Separation HZ:(AxB)E AASIALE o|AL A& =ZAo| 3w CRO7}
AdE F7140A olare] o CEOZF E2|=lem 1, 3R] ko 0] BuHs
olt}, ® 2 WS WHLE Independence Impaired CEO(YA]A ZHA g4~ CEO, A)
@} Outside Director Industry Expertise(HJAFOJAF AFAAREA, O)F Z3olo] A
%t Independence Impaired CEOxOutside Director Industry Expertise(AxC)o]t},
o|ALE XA =HA o] F=F CEO7F AU F71UA 2] vl oAt AFAHEA
w1l

(Table 4y°o|A M2E WSHPE ZE F7HRFGo tigh 4] 2= el
Att, WA ROA(FAMIEAolE) ol High #41& AR, F7H3 o 244
0917015, TS 33,8252 1% ol Seloisich, FrmReld A 2
H=9Q] Independence Impaired CEO xOQutside Director Industry Expertise(AxC)2]
ZAA 4= 0.0370]1L, §-2J81A] gttt 124 Outside Director Industry Expertise
(H]AFQI o] AL AFYAEA) O] FAAISE 0,0300% ARF nRTIAR 10% G-o4F
ol kAl ROA(FAMIG Aol E) ol (+H) o] F&= wAL Ut 01743 H4 4
ojAte] 4hdHE/do] ROA(FAMIEAolE)o sl a42IQl I vIAAIRL,
ARA =-Ado] FIEE CEOZE AdE F71dolA= vlddolar Aol 544
B2t AiEe vtk

Customer Satisfaction(ZZAWEE)o| 3t A4S AHEEH Z7lngoe] 2% R?
+ 0.8730], FgEZ 19.745% 1% +oJ<EollA Foskict. F7HL oA AEA %7}
5t ¥=Q] Independence Impaired CEOxBoard Chair Separation(AxB)9] A |4+=
-1, 1350]37_ S951#] ftt I3y} Board Chair Separation(©]A}3] oA Ea))9] -%
AAP= 2.8052 PRI} vl IX=2 5% G94-Fo) 4] Customer Satisfaction(alZ¥
TEm)o frofet A+ FE&= mAAL ok

oA o|ALg] o)A} He] AR o] Customer Satisfaction(TLZYTEE)of F-2J5HA] G4
29l FRF= AR, Ax]A FyAdol i CEO7F A F71dolAl= olAkE] 2

g

R AR B ARt e Quldt ST 371YelA= CEO7F

:o msi'
fr >
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(Table 4) Additional Analyses— Interaction Effects between CEQ’s Political Independence
and Other Variables

ROA Customer Satisfaction
Qriginal model Additional model QOriginal model Additional model
-0083 -015 -1.361** —1.201
[ Impai EO (A ) ) ) '
ndependence Impaired CEO (A) (699) (217) (039) (111)
-003 -003 2.571% 2.805*
B hai tion (B
oard Chair Separation (B) (&71) (830) (025) (019)
CEO Industry Expertise 010 009 ~178 ~140
Explanatory (139 (.189) (749) (801)
var. -015 -015 —-1.393 —1.391
EO Fi Experti ) ) ' '
CEO Fnence Bxpertie (189) (169) (142) (144)
032* .030* 108 368
O/D Industry Expertise (C
/D sty Bxpertse (O (068) (085) (947) (825)
0/D Finance Expertise ~0%6 ~059 ~10738 ~78
g (413) (410) (583) (.696)
Control var. included included included included
Independence Impaired CEO (4) X -1.135
Interaction Board Chair Separation (B) (.470)
var. Independence Impaired CEO (A) X 037
O/D Indusiry Expertise (C) (1995)
obs, 128 128 118 118
ad, R 917 917 874 873
F velue 34.303"** 33.825%* 20.331% 10.745%*

Note: Values are unstandardized coefficients and parentheses are p values.
*: p(0.10, **: p(0.05, **: p(0.01.

AN

AAYF] P A YEYAY AXE Pi FIBEL sH 13
258 zefelAAL o|X1E7E CROS AAlsls Hele] BEo
olt8] Bgo] Aol A =

o4 CEOS] A2 E4e] 7 3
S50 mTE AL 2 stk 8719 CEOS) XA SAe] ks
S Qo) gxATe] Ae, Felol Snluzje] Biete] P, o|xjsle] Fejst
= oldsiete] 2%, B9 AUe) HMEg e e

<= 5 5°]
5719 Aol A YL viRle AR oAAXI,
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2. 849 Y1

(Table 5)°] o|upgier FogRol Mol 2 Aol Fousp, Auuset BAMS:
of thg wmE gekeh WA F4Weel 39 FE AT E 3Y vwE dvn
®, ROAGEAMAIY 0|28

—0.0082 F2J5}A] §Qkt}. Customer Satisfaction(ZZTELE )L o]
al

u, B3 Aol
WupgRst Btk 00,994 0)3, HelgR7t Bt 84.5770IH, Bt Kol 64312 1%
ozl M ROlsttt o)A o FupR el NAVRES} HolPRuct AR &

otN Y F= a1, o]y R
Ak,
o] gigt AY vnE AuEH o3} 2t} Independence Impaired CEO(A
=
e}

A2 514 AL CEO)9] A9 olgHd = Al CEO ¥ EHle A3jste 56.0%7}

>
1o
K
=

=

7 AR JEH =] ded =

(Table 5) Administration Comparison—Lee Myung—bak Administration versus
Rho Moo—hyun Administration

All Lee government | Rho government Mean difference
Obs. | Mean | Obs. | Mean | Obs. | Mean | Mean diff. | (p value)
Depen— ROA 136 | 0.032 34 0026 102 | 0034 | -0.008 (0.631)
dent var. Customer Satisfaction 131 86.53 40 90.99 91 8457 | 6431 | (0.000)
Independence Impaired CEO 180 | 0.406 75 0560 105 | 0300 | 0.265"* | (0.000)
Board Chair Separation 176 | 0.250 75 0.400 101 0.139 | 0.032** | (0.000)
Expla— CEO Industry Expertise 180 0.594 75 0613 105 0.581 0.261 (0.665)
natory var. CEO Finance Expertise 180 | 0.083 75 0.080 105 0086 | —0.006 (0.892)
0/D Industry Expertise 176 | 0.385 75 0.340 101 0.418 | -0.078* (0.081)
O/D Finance Expertise 176 | 0.153 75 0.112 101 0.183 | —0.071** | (0.004)
Industry Competition 180 | 5054 75 540.2 105 | 4805 | 59617 (0.604)
Industry Growth 180 0.179 75 0.137 105 0.209 -0.072 (0.420)
Asset 180 | 28488 | 75 | 28689 | 105 |?28345| 0344 (0.160)
Government Support 180 0.252 75 0.232 105 0.266 | -0.033 (0.472)
Firm Age 180 | 30.921 75 | 32659 | 105 |29680 | 2979 (0.295)

Control ver,

CEO Tenure 180 1.526 75 1.490 105 1552 | -0.063 0.672)
0/D Tenure 176 1523 75 1.351 101 1651 | -0301** | (0.001)
Debt Ratio 180 | 2.329 75 3377 105 1.581 1.796 (0.480)
Prior ROA 176 | 0.035 75 0024 | 101 0044 | -0.020 (0.209)
Prior Customer Satisfaction 157 83.78 75 90.02 82 7808 | 11.946™* | (0.000)

Note: *: p{0.10, **: p{0.05, **: p(0.01.
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AAA S8AS A Xelelal, ol Re 830.0%7F LEjsh, et Aol=
26.5%ZA 1% ool A F-2l5H4t}. Board Chair Separation(©|As] &% H2])9]
735 o gEHEIL Bt 0.4000]aL, ol ARE] Hh-E 0.1390]H, Fat 2ol 0.261
2 1% foleoldl RolsisiTh olAE olAlE) St CEO Hei7) 2007d (58]
wO| ol e HE oA AR 3719 R G R ol FAE 37Ide A
02 Fx2 7] dgiEolt) 29 CEO Industry Expertise(CEOL] AFGAA-EA)L}
CEO Finance Expertise(CEO2] AFHH7A]) = o] Hug el 2ol o) vl 4258
Holow B2 247 60% A A %= F FHF Thol| 73k Ajo)7t EA A
Qttl 3HH, Outside Director Industry Expertise(BJAFQAOIAFS] AFAAFAD) Q] HQ- 9]
HEP O] Wt 0.3400]aL, ol HO] Bt 0.418% o FollA HAFU oA
AdEEAdol oF 8%p o™, Bt Aol 10% Fofa<EolA sl ERt
Outside Director Finance Expertise(H|Ao|ALY] AFAREA)= o|HerA Ryl Hit
0.1120]a1 ro7gdHrt at 018302 FogFrt oF T%p =9kl Bt Aol 1%
ool A folskelet, ol 5o nldolAe] HEAdo] Woldl AE & 3
o, BlAdolAl A Al A ol9le) aas It Jom o AZIH,

ZAHgo] tigk A vnE AR, Industry Competition(Ar 733 %), Industry
Growth(AFAA4AHA), Asset(RPAF 2717, Government Support(ZFAY H]E), Firm
Age(7199999), CEO Tenure(CEO A717V), Debt Ratio(¥2jH]&), Prior ROA(HW
= FAMKMIA0IE) & thEe] SAHpollA F AR Lol o3t Zpol7t EAEHA]
&3k}, 12y Outside Director Tenure(H]d oA AU 717h30= o gupgF-7} ot
1d 47folar, o= Bt 1 87 Ho|]leh B+t Aol oF 47lldolH 1% 79
oA fFolskeleh, vlalolat A 7|zko] Zrolfol A [-olskA 71 o]f<= 20074
571 He] el Wt WHE AES Fol ulddolake] WA Q1717 3dolA 23 e
2 Fo15%7] "ot} Prior Customer Satisfaction(AdE I ATREE)2 o]gHby
71 90,0278 0]aL, o717t 78,0840, Hal Afol= 11,958 &2 1% -of<=lA]
okt AAA ez F719 CEOS] AR S5y o] FuAFrt 3rof7gd ol njA|

‘]
[e]
x| 2ot ulAelolkte] AEAL HolgRs) ojgubgRETt ol 83t

ﬂ

&)

1

§

29 ThH, FARREEAL QIHFNFAL 52 20079 TFE7He] ol Uk MBS A ol 2003
HE A& 2AR oA ot CEOE weElste] itk

30 uldedolrtel A AFE A7) FEZRAC] A7IREe] obdzet Bl ol A AR 2 A= T A
A AA7IZEE SjulRict,
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l“XlHH?L#Oﬂ/KH T8 AARFRI CEOQ] 13, oAk o9 +
Ao AFEsdo] Aol vjAls 9k 37199 424 S

. 59l ‘%%*3’94 steigemA “FAA =Y Nde ==5t
8319t olE B3l 71€ 571 CEO T Ao Ae] sHAE
E5kal, CEOQ] AAA mgido] died A9 3719 Aol ojudt ga3kE vl
A, ofer F71 Atz et ko] fA o] owet FEE vlA=A|
o|rguPg e}t Fro o A ANt 371 AR} AR RS Bgoto] YRR
P& olgsl A% Ay ot 22 2 7HA] S8%t ARgke] =EE QI

A, 5719 CEOE AAA 534 F7E5 7128 f33ksto] 243 41}, AA
2 540l FIEE CEO= AN o FofsHA] FA 201 3= mixsol &=
ot & At WEe AZHperception)ol] G v wHRE L} =/ (Sutton
[1997]: Dopuch et al.[2003])= 7|22 F719 CEOS| #d, &, Hilo| g3 v
2 Q= ALY WA Bm YA A S rRE o AfreS ou|shs A4

=
YA Ee =S ol Sl 712 RIS 72[1999], ‘54[2007]: kil
o

A4 oy
N
2
Q
=
@)
=
)
o 4% F

Lo

] o
7HAaL Q171 wiolt}, F71dS 4 X‘&“ﬂ <2 (principal) 91 =114 9] =
% F3lels S5 Q1o wejEofof sk, FAIAQl FRIQ1 BAH/ AR AXH
olsiTAE flall eld A AAA 1 FAA FA 7he] Hak Aol os) die
QIul-g-o] WAyt
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57, EEslEe] ool e WEol o) =R1E 2719 olxiE oz} cRo ¥
egae glde] nANkERe] §olg H(1e WRe wAch e SVEAE
CEOS] A BYol BaE FrIAeIAE olikal o Relyae] FHH mapt
AAEIGIE oIAE olAfE] o Helge] T o Tkt FWe A 1
(Brickley et al[1997))8 7-$- 3l|4jo] 7%—0}1‘4 olAtg] ofgw} CEO £ it
1 7|QolA A AAT HPS HElsls 5 CEOY 7135294 53 AAst &
Q3 7] 2lu]- &S A (Fama and Jensen[1983)A1Z 4= o] W A3L(Baliga et al.
[1996]; Pi and Timme[1993]; Rechner and Dalton[1991])9] X|X|& it} 18u}
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ABSTRACT

In this paper, we analyzed whether there exists positive relation between firm’s global
activity and various innovation output and, if it exists, what are the major factors by which
innovation outputs can be generated, focusing on the different degree of global activity. We
found that for foreign MNC affiliates, their superior information access to existing
knowledge is much more important and for non-MNC exporters and domestic MNC parents
not only access to existing knowledge but also active investment in new knowledge is
important. When we analyze the product and the process innovation separately, we found
that for the process innovation information flows from existing knowledge is relatively more
important while for product innovation investment in new knowledge and information flows
from existing knowledge are almost equally important. Thus in Korea policies that promote
both direct R&D activities and information flows should be pursued at the same time to
enhance firms’ innovativeness.
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Clerides et al.(1998) 5ol 28], 18)al 35a3} 7Hd-& De Loecker(2007) S0 Q& AZxog =
Ash Ao QeI glol Azl £ 7H) 7H mE AFdos Axwn qrk 4 ot
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AZAPE Hrh & olsfsh= b & Ego] 2 AoR ddETh A 1A AYEzl
AgE, ol gt #oA 7199 FAZET 7| ==Y EF (MY WAIE 24T A
T A E2A3} Grossman and Helpman(1991) ¥ Rivera—Batiz and Romer
(1991) ‘6‘—4 o] o5k, = T 7IHY taet 22 e MR A4 Hu)
71315 MR oM 714e] FAlEEE SX6HA HAL o= ‘:V\] 719e] ABAd &
Aoz AdwA Hrf olzRl o]24 =9F HiEeR V| 22 o] 7YY
714l ofugt FEFE mIFEAl, 22§ Yoyl 7|4e] ALl owdt Fake
NHEAE Ak st ASdTEel tee o|FoXal Utk(De Loecker[2007]:
Frenz and Ietto—Gillies[2007]; Damijan et al[2008]; Hahn and Park[2009];
Criscuolo et al,[2010]). ©] ®H&Fe] A= 719 1He] A Zfol& A7 = 7H
& Qo] 7|4 7] A4 (knowledge) <=2 Atoletal AA|SkL, 49] A ALl
(knowledge production function) X2 Esto] A2 T2 39 22H 58 o
o= 719t 1toll F4AZHE9] Ayt oA thE P& BASAIE FEsA Al
=5kt

Hop FA|A oz AuE, Griliches(1979)° &J8 A&z Qi A AL 7]
He 7149 dA T (innovation outcome)”} @ MZ22 A|Alof tfgt ExHZ, 7199
R&D E5)¢t @ 719 o|u] EAek= A4 A (knowledge stock)e] &8 5 F 714
79 FAIFY(innovation input)o]] &AL 73T, QoA AuRt 7o) =
29 ZE 7|e84ldE 1He] Aol it d9kso] tiEE 71 R ol =
= WAL Sl HH, FPolle 71 229 Eso] 7ledAl Alae] F¥e =
=7F A4S B8-S FoAY ThsAdo] ke Aol 2RkIste] ZdEe] 71sdAl
oA BEshe AEARS A0l st WEFer dstar Qi izl <
2 Criscuolo et al (2010)9|A1= F=r2] HlolgE o|83slo] F2H o] Ho} gursh
= 7199 g4l (innovativeness)©] S7FeHE H o, o] I oA (M2 A4
et FAFET) 7] AARRRS] A -G EE(dE S0 LAY geterRE o A
o714 W79 AARRE )0l Eok S8ttt 24U R

= ds 7199 22 S 7egAl 1] IAE Btehe dl 9] AR A
Al AL 71E A Zg-0] atE aEshe T Ak S3Fe Al Sl & A
ol A= Criscuolo et al (2010)0|4 A= AZQAE diAfo2 A835t vl Qle= X
AR AEHs £80ke] 719 22 & 7egAl 71 dA o wix= A4

o

[

r

by

rl
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Aol ANE gk A2AAY] AHIE Foll deol Hala) gtk Hop AR eR 2 =
9 A WA 542 Xﬂ%g‘l’ﬂ
7F AR e el 22l s w3t Lk
ol=7HE AuEE Aot & A9 F WA 542 Aoldt 0 22 E5S ¥
fok= 719E0l =2 oudt FAFAMES R&D FAF 52 7|E9] A4 AR 28)

of &j&Este] 7edAile skl e 1 A S84 ouriE A5
o7 FAste= Aol e R 2 dAtolAe 7IeFAl oA BEEE 7IE A
A FollA ouet AA[AA(AS Sl 71 WFoll EAsh= AAARE, Aoy B
BARFE O] A AARE, tfsteziE o] AR F)o] 7Y FAAANE #ol= b
S5 A-gsh=AlE A%

ol fldl & w=wolAe 2005\ =ol AAIE = AR i TIsdAxAt
(Korea Innovation Survey)E 38 Holgz= Z-8&3lc} SFE.L_J 7|9
OECD9 ‘2&= A[RA(Oslo Manual)E +838til k= oA FH3IE9
CIS(Community Innovation Survey)@} -9 FARSE +2E Zb511 Qi) kA AF
gt Criscuolo et al (2010)°] F=r2] CIS HlolHE &&siiitts A& Add o, &
wf] ASEA diks 959 2R AR vt 7hssital & 4

2 =0 AL v Ak $A A TRl 7198 22 st g4l 11
PAE A AR5 dESH ol s AlgolAs E400 ARESE 74l

=
ot

ZAFO] AN 8T RS ettt ANACAE e AFEA A7 Rush,
npEte g AV golAL AEEA AT Aejeli, o ATt AL FHH A
9 o}

)

L 7199 =29 &35 Y1y

7199 22 &5 tfRt FHE 7HRsl, 1 she = 58 gAY
o] Fofolar, thE sl =] o347 Y (Multi—National Corporations: MNCs)Z}k
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zrofetal & 4= Qlr}, gutA o s AAE o]Roi= =Alu Y 9t
A719< &% L= AAREAHFDD = o] ol Rofst= 71d=2] Aol 5784l
Adake njF Ao RE oArstal ItHGrossman and Helpman[1991]).

w2 A2 7IYe SA Y %049} g 1he JJ—]'J4’7:"°ﬂ ‘413} 01%

_I

—_ =

market) 2T} B & AJA-
o selg MRS ATHL LS REY RO oles Jbuste At wa
A ASo] ZE Ao Foldomn AT AA walo (S5 sl Aot 17
off et ) A WA ATE s FR e ST -
T IsHA FAE 71UE H

U QIARE Al AyES ol#fRt ddubde WA AXsHAlE §ar qlrh

i
o
o
T
)
lo
i
oX
S~
2
o

=}
e AR A2 ‘T‘/\O] H‘ﬁﬂxl e de AR 8 v B

Kellor(2004) €4] TRIE 7|20] 47 ATES FEa A%, 229 WEo| W 7]
Aol F2 AL ‘A7 A8 (self—selection)'?] Akl A& WYe|al ot &, ofn]

2 S Al Sl 7IEe] Al HE A=Aor 3tofshe el
onf weba 7|4e] i omRE 22 SEoR ojofx|= A AR
192 HSs] ofgrhe Aotk shANE o] AR dA4E, 3] A EAsolu
Ao 29 o|dE ARt T S LR st A olAe 59 o8
s X TSk £~ Qv Bk QthGirma et al[2004]; De Loecker[2007];
Hahn and Park[2009]). &3] W, AA7IR] 7|4 S22 53 YA 7He]
Ae F2 A fiAYSez Al AT 5= shaat e 7hsAdol ¢xls]
HiAIE 22 ofyw, webs ol ASA R HIEoloF & IAlRAL & 4 Urks
o, A ARG FAHEDD S| FAMF A= (host country) Yl 7]¢doll wigk EAtast
(spillover effect)& AT 4 EQE o|FoA itk olet dlHE 0|24 =29
A= FDIZF B2A= W 71949 ikl F3ka vl & Qe A28 A4 =29, ¢

f

3 %1:_‘_,_3 ‘TE THEW 2 AR it HE5S AHA] xR ofA] gon, 7|Ye] 22 s
I YAl 7}«] Qlatdof| 28 w& Aot

4 o)9} ¥ %Q AHjo] =F 62X Hanson(2000), Saggi(2002) E Gorg and Greenaway(2003)E 21l
3k 4= 9k,
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AR HE A 9 20 sakaatE gidsia glrks ey FDI] Sta o] o
5 A=EA AWE oA thh BE5H JeEldn 9ok AEmAlES gialo g d o
2 AIEL FDI7F B W 7199 /\g/\]—/doﬂ IAAl IAETE AT A
ARG AT Ao R 3 oy AELS EAFoR 803 fuE AHs)
A Fek e, HRlo] glAlohy wA T %7]—— AR E 3 Ao BAZ
237} YeRY7| = sFItHGorg and Greenaway[2003]).

Salomon and Shaver(2005)= A2 0 2 =H35] dAF3 4= Q8o B8t 4=

9 shEaNE HASH R ﬂo]om oje e A2 oy clel| o5t AY 4= Svk=

A& AAsEL dek AA, QoA AFH % sEane] WAUSRA] S4atarh)e

ofe] o]f-= Qlsf ik AL fﬂﬂﬁ *l?ﬂEle 0}—%- —’F AUk oAE ol sl e

gt A= 7I9ER stola a9 A9 85 5T 5 ‘Rl% &S Hdskes

Fed 4= JANE o]2 QIgt i Anad= wed = ok 2A =

(intra—national) SAIAIZE 2 4, 22 A Fofsk= 7|2 29 3%
olo

IS WAEHAZE H ofEles Ae 5 Stk ol =9e 7YY 2R EE

A 7re] AT B2 Rt A B3EE Ths/do] A, wheba] g gk

e AzEH o7 AZsl] s 7|9 AR WA oz Gake ]z oLk

(R&D) FARY AARE B4 5 22 7199 FAE A a8g 2871 vk A
= AAFekaL Sl

L

o

2. 7199 222 & 7IeYrl 19 #A

ol vl Y A2 VIS SR Fe Aid 7] WAl WA
o2 ks vE £ e 7199 FEAMTe] HiEt FAE A st Almska QL
ot o] kel AtellM= 7194 R&D FAF == F4l(innovation) BEe A4 W

5 T A719 AAE BARAE W 7195 #A AlEel O]XJEV\] UE Aol 79 AES
el 4 ot 71512 o Hol 74 4 ot} Eat ol s19le w1910 arelel elolt 1wl
O]Eﬂﬂr«] &S B0 24 Z2AEY s9e S 71 & ok 3, O=5247199 FhI= w

S AAAQ 24 AA9] HE(penetration) & FEHHLZ k= 97t “]ﬂ-‘— Aol A A FJAES
?31] 719ET NG AAstel] v FEo] wom, ot AL Ao t=A7|YY ABAt
SollA AAE oy v HLS 5t JMEEE AT = v} v R v A7 gat AA
H 71958 Iad A YEL T HYE (}15 Aoz} wr] R oS 7]ge] me o] AT
o BRI ol tloket SAEIE A4S 2 ot
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= A= HeRE ARSI Qth(Salomon and Shaver[2005]: Liu and Buck
[2007]; Aw et al[2008]; Criscuolo et al[2010]). ©|¢} -2 U9 AT1E2 7YY
224 &F R&D FAF B FAIEE 719 WAL o7 82059 534 A48
Al 71 ALV 2= BE 1He] Aol sl Hoh Ades wEE 4 Sl
Aoleh= 7ol 2A8kaL Qiet, o] dFsoli= 7192 == EFolu Atk ollA
Ao 2L =293t Q9lor IHsH= A9 Z|AAAKEE (knowledge production
function) ®&S UHbA O & ARESIAL Qt}t thr] wWef 7|49 F2Y &350 7IR|=

FHHQ BRI AR A4 B A At 4 49 FELS T3 et

ANEE] FAS 71999) AFE A9 WA AR 5 gk, 7ol Sashs
AT FUAEL /AT Gk A, oAl Tl A AT S Fof 71 7
B £ FAO AR AAL o] §F 4 Yt AS AIHH =

o
Fo] dutaoz o1&l Ut Cohen and Levinthal[1989]). &% &Al(disruptive

n) M- S5 giFEe] FAL 7]E Ao olES sehrefl gl7] wizoll
71959 A28l 7lsqals feliAde o 49 aapA]l ool Wiy Fast A
Aol HehT 2 Sof 7| Bet AR Hske] £2=rb G455 Skl whet
71952 AR efFtol A Ak Xé—”i‘/]' A|Alof| ojESh= Agko] AR AFA g9
FE= AA| R&D ﬁi«] A s Rl Mske A9 Sk qlen, o
2t 71 A9l 7S F4llopen innovation) ©& JWES}E AL QI 8 o]Qf Zho- Tk

B YAl I A4e] 352 AAIE HEe Sl A AAEE =olEle 7IdEel
A

(

6 o]} THE o]2F =2lof tisfA+= Criscuolo et al(2010)= FaLstet,

7 71&84l Aol oA AR tE YRxtE 7] 4582 T3 XA Ak AAH £ 7
%3}ar @Itk (Nelson[1993]).

8 kg g4l Aol dlsfAl= Chesbrough(2003)E Zilslet,

9 SPARE 93 sEviste] Felo YR BE A% /199 MEE Z/bYIe Anmon Aoz
Z3t A3E 7HAE 4 3ol YR vt ok weka 7199 ZiedAl e (s UEHF
Eofsi weje] ohsh SAA ol MABA(HUAF) AV Led 202 elFEcHLaursen
and Salter[2006]).

SRR /2013, 1l



FAAHEAHFD) = A4 ¢] A %% Fote AR A8 4 ok Py 7ed
Aetel ZkAo] AUAA 2 Aol A3l 283t 2= gtk Hol|A]
SHpaLo] ‘B Oja‘E(absorptive capacity) <Al Tl FRSFH(Furman et al.[2002]).
Qo] ek x|Aof] Thgh o] BolsfRith= Aol HEEA] AFAQl o A48
£ B = ¢on, mEta S5 o A4S HAsH &8sl] Qs AaR
o e Zh5eofof gt}

T g 17 FEolART ofyEt 7Y ol Fatt ToE Ay,

=

oz 2|49 oFE A A**(tacrc nature)oﬂ —JOH AE 4 Sok(Keller

wAA = Q= HhH, ool g ofyE A4 {FIP= —‘—XH@H:]’ ol ‘A=A A4
< &8st 71l &l WREtEolof sh, weba] 7]
o

NE
[e] H=
© A4 S gRstsb) gla) Aol SAl G S3E 9

71900] S Sl 7|484 1] BAE BAR ATEL thokt dlolg A} 7]
=]
9

P4 Y 5 e AESs ANESHL Qlvh 47 d9=2 71Y elAe] 7]
=4 Ao S5 Sl 55 HolEHE ol&she v, te disolie =
48 7oA 3 A A A Community Innovation Survey: CIS)'Y CIS2}
FrARE 578 YAlRARE Sl 5 A HlolHE of&stal itk o]t & 7HA]
e 44 e AU =t 535 $Ak= 7199 "dAEsS A SHs
nem 53] dlojgof Hs| A4 S5 Hr} golshA x2Sl FHollA A
e Adt,

ojo] 2eksto] w2 A3Yd-=0] FHe CIS 1:1]0]512 o|-gsto] FAZE} Tl ¥
= e IAE A 10 Ao AFEE 7199 AT aE TAF o 1
o] #Ale| =S 9aL Utk A€ 0] Janz and Peters(2002)= 7|¥9] W& F
S4lA AFY vl TEEE TAF o F e IAIE EA A Aol x Nt A
Aoz {5t e IAI7} 2T WASIH S, Veugelers and Cassiman(1999)
= 7199 = AS=7E g4 Aol FAR R fFoldt Ao avE 7L Sl
13kt Xk 229 AoA] Damijan et al(2008)2 71919] AT} % 7he] AHF

CIS HloJ8E o8t AlFEA Y A& & @718HAl= ¢d=th. Hall and Mairesse(2006)
o o] Wit 22 HRE AlFstar ok
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=
a4

ot

2 = Al=stgon, 1 A3l 52 AEFA(product innovation) &
tt= 34 Al(process innovation)S EXsk= Aol Qtks AWE Hilstal Qo
1999] FAlm}k th2]7)¢] 44 o] F(multinationality) 7Fe] TAE BA3F o
thAFO 2 3t Frenz and Ietto—Gillies(2007) ¥ Criscuolo et al.(2010)2]

O

=
ALE £ 4= 9l Frenz and letto—Gillies(2007)= 71919] Z2E &A40] 71484l
gl

=’
=)
N

Ao 7«3 AE AL Qtke HE Bkt Criscuolo et al (2010) &JA]

=
&3 Hsuppliers) 25

2y e ojulo] FHHAIo|

SR SAT] Qo] ofmgt Xjoldolut B o] EAISHA Lejar SAaviel
o}

AEol Qo] oudt 84so] Huh TR gt vjart 7hesd Jle® e

1 g el Sl S 4ol Aol mlAl makE RAs Hy - Bgel199)
of Gt S A7) - A AR Hobe] FRIRA S AOR BAT $LH1994)9] AT, o
TiEe ohAe 20 AHEA SUATE BAT PB4 - FEL005)9] B4 52 o2 5

% qle,
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(

o)

719e 2= E5 gk 1Y BAE BASE dARe Aex1(1999), olH7]
(2002), °]&E - 289(2003) 5= & 5 AUtk ASF(1999)2 1991~97d 52| A
24 W =71 2 A=AFAIEE e R f=dFArIde] sty R
5 BAT 23}, IR A9 At de] Szl His wom e=lEAt
7199 Aihd shrade A avs AYAT $AXCR FoskA] drhal Hisle)
th o5 ZAR § A7 FDIZF =l A O s A S AlAE Ths/dS EAsH
A A=A Ao acle] SHo] Faghe AH stk o71(2002) = Y=AFAIA
o] M RIS Sl A=Al et sid ARE o]8sto] AFEAT A,
O QIEARY] HFo] 22 ARjlollA] 7o S8 (A ) A s a it 24
UEhgtom, €=¢19) A o7t B 7199 A e 2 AR YERA]
g A W A EaTE Yehlle Ak SAXRSE Kok dgeE B
SHaL Qle}, o3FE - 23|Y(2003)2 719 = ARE o8t Y=l AR AT =
FEEAIEAT) Aol mAlE A4 dgans At 2at, (kR Aok EAISHA]
gh o= AARREL] AA T4 W Al ARl gt 214 s anrt 2
Zlstict.

$29] HaE AR HEoh AR AtEE AR - 28420095 & 4 U

. o] Atollde Hui7Ide] 2R EE(5s] 2)0] 7= S5atE PSM i
& olgsto] Fgstem, 11 Ay dh= AlxdAe & Ssadrt EASHA A
S@7|7bo] wekEvtal Bugt APALE(GE 501 Aw et al[2000) T B +ELF
o oA ol tiet shEsET EASHAL o] At &8s iAol o 44zt

o

l

o &

=SU7Idel 228 e A e BAE 719l 7Ie9Al 20y R&D FA

£ &3l S48 T deEe AdHE 21(2009), 2AE - A9-8(2010), FF2(2012)

o

el £1(2009)0014= AFE 2ol A =& vST R&D JFE 1Ho] A
S AR A, A 1ol Bol AuEArE EAstaL o= FANMSE A
RS o83 2SLS HAOAE AxeHA fAETE He 2AR eEATl
&l 7|YEol o UsHA R&Dol FARHL AE Wil ik HA4E - Y-S

= 2005 7]ES4lzAL HolHE v R = 9 = 1A FAHEDD) 7]
A 7He] A - 714l Aol ZfolE Hlal A% Ax), PSM uiF Hofli= FDI7} 7]
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o] AGHIT AN mEo o] NS s wh oy Folls FAR foliol
AFRRTHE A FDIZE 71919) A9 - 841 Aol mlAj Gk et
B Qe FGE0I2)OIAE KIS Value 207 oA AZUAE R 557
Ui H5E719 7he] FRAMAY HolS lmsta 7199 RED SRl S50 8%
wajo] HrbAl FHakE n|AEAS BAT A w57 vage v 55719
Ab

S9] FRAPAHL 200095 FH o|F FA Holkom FAHOR A} Sy
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o F2 BEEGEOI ATATALS AT} 49| BAZ Bolw glov]
50 FABHE 719o)H RD ARt Al o] AN OR ke A0R et
A ZoEL F2Y Ho FARRE 7199 YHoR £ 4
o) Yo B Sw YA $Ee SEEE Ao o
719e] S W] RD FA} Al w2 AW ShAIF ALY AR
QAT AT S S AAS ok e e )
S lMe B9 7190 22 95 PR PRskn %

So] ofujgt AU Lo Z HAUTES Sadte] YA
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—_— =

e
My,
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>
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lu}
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[e2ad
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ox,
ftjo
N
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v
=

1. Hlog

2 AFoAe LB A ATFASTEPDOA £AL - FESHL Sl Vs 2AL

(Korean Innovation Survey: KIS)E 5= H|o]E|2 o]-83lt} 12 KIS+ ARG of

12 A7l A olu] Agdt Wiek o], KiSe OECDE 71&8 A=A ti7d(Oslo Manual)E &83th=
Aol frage] ciset whe- frAkRE 320k W82 7KL ok KiSe A0l o3 S415A=
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7|
A

olgslet, thk AZEA sl et

1
AAIA ol 39 Feke] 7]9lo] EAIERES Rkt ik 13 shXuk KISk v Aol
16

£E J9g gyoR 2AET 9] o

L A AT A2 285179

o 3¥ 7HAe& 2002¢, 2005 E 20080 AEIO ™, ZF Ar o] glo
A

of, & A9 HAo] Kok At e S

A #d HlolelE S5 etk HollAl SIS Atk waka] & At

AgsA] =% KIS-20059] ehd glole S
g 4= 9Je AR QA WAl (endogeneity) &

= dst7] 98l KIS—2002 HoJEE HEAo 2 a3t 15

KIS—2005 HolEl= tha ARgdel thgt A2, J44 FEE =gt ot

Hu

@O 7199 22 25 oJF(global activity)
- W71, o5 =479 AAF 52 dxHQl

- 52 4
@ 7199 AT (innovation output)

- AERA W Bl A

- AESA W BT pn S SeEs
® 7199 4% (innovation input)

— R&D A&, R&D Q18 4=, R&D FA 24 A% 5
@ A A1YH(knowledge sources)

— YAlgEol Slol z XA Fa/di

KIS HloJ8l= =i7] o] s+ades skl d=Alol tigh Jie 7L 9len, o

Sol SloldUEAE AT Y ThRATIA ] HE s ERS A 9
oh, b 2 ol FrIYE F oA A4S Al |dEe AEsl]

13

14

15

16

QAL ek, o] A|E Wl JlEHARA AARE AT 25U dHolE ko] dAE A
3 % STEPI®] Z8% vpAlol7] Ze Aelg maic

oflE 501 KIS-2005 ZAIA = 7I9ER stoa 2002~041 F9tH9] FAgES Histes ohal
ek,

KISOA 2R 719 = 242} 20024 38,7757, 20054 2,7437H, 20084 3,081700]ck. sid efole]
T2 PSS AR 9 BIG At 30| 2ate] Wi Holgt 719] 4 10270l Bkt Ao
= Uepdt,

ANl ST K15-2002 Holele] 42 ik RED AZ HEE FI0lA 2
Al ERgR B8

AAQRE 719 U A AR, 2F Y AR, 444 AREETEN DAcRREe] R) AR

LAl

A JH, AAARTEY AR, I AR, st Z*HETEH HH FoE FEEa itk
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93] §H4E e dol8E KIS doleet AAstach Seluerel 49 A
RS SAse J195 0 A FARLA SRk s, o|F FARLAE
o PREEUAe] FAVY, B4, thaE 5ol et AR BustEs Hof ¢
o meba o] F EoleE dAZoRM T |dEe] HANATAS st gl

chA71le] malielA] o Apgar 4 glrk

£ oz KIS Holelo] 298 /1e] 3l A Holo] A 0 4
NQGEE S 4a tRA71ge] YRE okl 714, @ MNC7E obd S 427
91, ® ©J5 MNC ZUAAL @ S MNC 5719 5 U] 72 wFsksiec. 3 0
Bo] Sok 715 IS SEolt thEAy|date] ¢ weld obrdl
Bgo] gl7] ujEe] 7le] 2w BE WolN mE A WS SEe ol glrku

o U i el 9k IGEMNC obd S $E719)2 & Aol
AEshag sk 719e) 229 BF F T /ol BARkT gons s|gje] F@a
5 oM 7 579 WEL HT Uk J1YTolet B & Uk Ao A g
9] WA HRe] 7 AEOIF MNC FHAA R T MNC 57]9)e thA] 9t
Ao} girhs HolH F= #Ao] 1 wol wBslo] gk ¥ 4 gtk ofef

AFEAOIAE A, FAEY D ANYAL] S WA oA TR 719
R olmT Aot ZABRAZ AmnA @ ol

2. JYE

oollA] =ofgt 2 & Are] AFHEA2 Criscuolo et al (2010)914] ARSSE v} Q=
‘Z| AR AFs(knowledge production function) HitHS ARSI} o] WH-E Griliches
1979)f ofsff L= ow, R4 ikS TRt 22 g FEi= 7HEeith

AK, = f(G, H, K, K, X;)

9] AlolA A= FAFTRAALES 7D, G 7199 2= &5 4%, H,
= N2 AAAES ot dAIE(investment in innovation input, 9& 5¢] R&D
A& 5 7199 AHAA B4, K= 719 WHEFREY] 7]E X]4]9] S5 (information
flow within the firm), &'_ ;= 7|9 QF2HE9] 7]& 2]4]9] S&(information flow
from outside the firm), X;= 7|95ty 45 22 e FAHESTE onjgict,
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B AT 94 7hg Ut ARge B af FUIS Vo yniy
A 7K gel 22 Aol 9(E, MNC7F ol S 42719, 91 MNC A
AL, S MNC 571900l whe SAIg o] glo] oW AnE trehii GleXg 24
stk ol B WEe| FABKE 71905e0] 71E 1ol A% HiaE 71 H
o U B B4 AEES ASHEAS AsRs] 93 Aol

glof o] Aol 22 Eo| W 7| QUUSE Hrt we FALTE A4
L oR Uit 49, 1 e AR o]dd SAAE Folg 2 JHOE dof
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5 S AEE 4 gtk F, SAATHE SEoRE AR A et BAH)S
Z7PIAY, e gEoR /1Y YR 2 one |E YK, L K )S B}
AFHon BEFORN M5tk bl F71HQ BRI A4 AL SIF F

A} U - O A4S g AR W4E FUisheA BeshE maoA tehd 34
A15o] oA Weksh=AS A B Aot

Ao 2ES F4sh= g oA U (endogeneity) wAI7F BT 4= QUek wheF
HAPHPE ARShe FAAT] 93-S & 5 e TEEA &2 7Y /e 29
SIS =01 7199 gAlgEe] tieh &2 7H] Fof 5)o] Aigulgole = =dt
A, A2 A4l gt FRHHE)W 71 AA ] S8R, B K ) A3} e
wEo] & & W7 "lwolth & dtoli= FHH(cross—sectional) T|O|EE ARE-
skal 7] wiZell olgt W ZAlel sl 22l siae AASHAl= ERl
T8 Criscuolo et al (2010)0l|412F FARBHAl KIS-2002 Hlo|E| 25E AMgHE B
R&D A& WS 5010 SR Al mqtHeR Sgete ] o2t A A
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o, B2 ol SIS 2 B S0 A% 9 Se2Ras B
X 7} =

e HR A Bt % e

A ANE AvE, SR 59 o] HoeE tAR TlsEAle] Ak A
Ato] B} Blsith= Ae Hoj=al Qi) olE 50 o w7199 31.0%Rto] FM 3
| et AE B 34 g4 AEFhaL SRRt ¥, =W MNC 2719 A
66.27%°] Eoh= 71d=0] AlEgAl =2 34 43 ﬂm‘%ﬂ HolAtkTable 1A9]
A A 4 XLX) = SslEdd dA BAom S MNC 27|%ollA 7 =3t
2m(19.17), = 7Yl 7 RRITH0.67H)(Table 1BS] wRA|ef & =),

(Table 1>oﬂA1 A E 7)|25A B4 AI= Criscuolo ef al (2010)0]4] Ei1E I+
7199] 749t A9 FUT S HRlrh gt F=9] AHAR] vluE 9l F=
o] (Appendix Table 1)°%= Criscuolo et al.(2010)°14 X% J=to] AT} 7|2
TAE FESIG o] 5 HW, A& 0] 1994~96E 3d FF =9 &5 U]
Ao A 18%7F, 1E]al MNC 27|99 7% 45%7F AEFFAl 32 F3FHAS 53
8}311:}1 %kﬂo} At A= =t @5%94 7Ae FEHoE FATE 75 E & o,

dutdor ‘e FUZIY (MNCZE ofd =W =71 (= MNC = HAAL (S
MNC 27|99 oz Adalso] glow o= Hr} &2 a7 a2 52 99
k= 71ME0] Erp B2 FAATE AEshl a= iRttt e Vs EAIRAL
= 20050] YA A 3ol ths AH|o]gt Aolal F=o] FAN= 1999d0] 4
YA 1A o] thalf AfHlolRt A ol7] wiszell A1 Al Hlule E7FsSHAIRE, (Table
13} {(Appendix Table 1)< H|w wfj A& 9 34 g4l 53] o 9 B3] 7l4= 5o

pav) ﬂl
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(Table 1A) Innovation Outputs

' Product Process
Innovation ) ) ) ) Patent
Uiy innovation innovation iy

dummy dummy
Purely domestic firms 0.310 0.249 0.182 0.153
(no. of firms = 1,062) (0.463) (0.432) (0.386) (0.361)
Non—MNC exporters 0.587 0519 0.384 0.355
(no. of firms = 990) (0.493) (0.500) (0.487) (0.479)
MNC affiliates 0.620 0.554 0.457 0.304
(no. of firms = 92) (0.488) (0.500) (0.501) (0.463)
MNC parents 0.662 0.599 0.418 0.521
(no. of firms = 426) (0.474) (0.491) (0.494) (0.500)
Al firms 0.486 0.422 0.309 0.297
(no. of firms = 2,570) (0.500) (0.494) (0.462) (0.457)

Note: All figures are means of the variables and standard deviations are in parentheses,

(Table 1B) Innovation Outputs

Number of Number of
Number of
: : product process Number of patent
innovation . . ) )
innovation innovation
Purely domestic firms 7.4 6.5 0.9 0.6
(no. of firms = 1,062) (47.5) (46.9) (4.3) (3.7)
Non—MNC exporters 20.3 18.2 2.1 43
(no. of firms = 990) (118.7) (116.5) (8.1) (24.0)
MNC affiiates 417 39.0 2.7 3.7
(no. of firms = 92) (192.1) (190.8) (6.5) (10.2)
MNC parents 35.0 314 36 19.1
(no. of firms = 426) (156.5) (146.5) (18.5) (114.9)
Al firms 18.2 16.3 19 52
(no. of firms = 2,570) (108.8) (105.2) (9.6) (49.6)

Note: All figures are means of the variables and standard deviations are in parentheses,
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(Table 2) Innovation Inputs

R&D Internal R&D External R&D Number of
expenditure expenditure expenditure R&D
(mill. won) (mill. won) (mill. won) personnel
Purely domestic firms 124.8 104.7 20.1 49
(no. of firms = 1,062) (874.7) (693.8) (216.8) (17.5)
Non—MNC exporters 642.7 569.2 735 13.6
(no. of firms = 990) (3,909.2) (3,494.3) (606.6) (41.5)
MNC affiiates 646.0 582.0 62.6 20.5
(no. of firms = 92) (1,585.2) (1,456.8) (263.6) (31.0)
MNC parents 1,509.9 1,372.1 137.8 31.7
(no. of firms = 426) (6,649.7) (6,386.4) (527.7) (75.8)
Al firms 572.7 510.9 61.7 13.2
(no. of firms = 2,570) (3,721.1) (3,453.3) (459.8) (43.1)

Note: All figures are means of the variables and standard deviations are in parentheses,

wokth =l MNC 27]919] R&D A& Bt 159 9Mubedl BHH 4= 7|
o] Zf-olli= 19 2,4808kdo|H, R&D 12 4=9] ZLol 77} 31,71} 4. 9508
Aol Holal Qlrk 17

A e &2 (Table 3)> 7|¥EC] AT ik fl8l 7129 AA AL &85
= 3% 7 AA¥H (knowledge sources)©] 7= 589 Btk AASHL
thi8 &g U7 EES 71 AAAES] o] 8o qlolA TP w2 =X Holal 9]
= o 5 Sk AAIR S5 FU7IFe A e AAYHS F9kke] 091 AS 7
o S99 g FUTIHS 712 A AHS A o gakA] ¢t gl A, =
MNC 27952 719 WRY 71& A4 7P & &85t 9lon, 9= MNC A3
A T WRY ARE 7P A &85kl itk 53] 9= MNC ARJARY] E W
Aro Fawol Hagh U TS 242t 2.4783 3.0002.24 7 & $AE Holal
A=t ol A7 get WS ARkl AR ER YT YAk Aot} A&
+ A T2 R o8 AEEH, oA AEEH A4 = HI|YPorRE

RS o] dEly] w19

£ 2 db o

-

17 Criscuolo et a/ (2010)°] W=, F=o] A &4 FY7|9E 0.63% WL, MNC 27|49 A% oF
26] RED QIS HHIT s ALK TSI,

18 (Table 3)olA TZ Q] F2 FHFh(median)olt}, 7]&FARAF AR w2H, 7/HH 714
2te] AU G 0] 501 FR7IHIS g Rofat % Atk

19 ol=gt #jgl> F=o| A% FAkSIE Criscuolo e al (2010)0] WEW, €=k MNC A& k] 749 15
o RE AP 2 BESHL 9 SR Ui,

¥
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N
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(Table 3) Knowledge Sources

Self Group | Vertical Compe— Comm . Free Univ. Gov't
titor ercial info

Purely domestic firms 0.814 0.310 0.587 0.534 0.338 0.605 0.430 0.318
(no. of frms = 1,062) (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000)
Non—MNC exporters 1.729 0.718 1.259 1.123 0.733 1.288 1.044 0.852
(no. of firms = 990) (1.600) | (0.000) | (0.000) | (0.000) | (0.000) | (1.000) | (0.000) | (0.000)
MNC affiliates 2.041 2.478 1.496 1.190 0.862 1.450 0.804 0.761
(no. of firms = 92) (2.400) | (3.000) | (1.167) | (0.000) | (0.000) | (1.563) | (0.000) | (0.000)
MNC parents 2.122 1.129 1.543 1.468 0.931 1.623 1.279 1.085
(no. of firms = 426) (2.400) | (0.000) | (1.333) | (1.500) | (0.000) | (1.625) | (0.000) | (0.000)
All firms 1.427 0.681 1.037 0.939 0.607 1.067 0.821 0.667
(no. of firms = 2,570) (0.600) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000)

Note: All figures are means of the variables and medians are in parentheses. Each variable is a categorical indicator on
the importance of each knowledge source in innovation activities. Each variable takes possible integer values from
0 to 5 (higher values indicate greater importance).

H 25 7egAl A 7MY e A (correlation) &
A% Aato] wEd, 2 AtolA ARGRE fEjuet ARy FEEoAE F=olAiet
R R 22 BF0 aEo] w255 7lsdAle] At wor, AzE A4
Akl B @ol Bt FAlof 71&9] A AR Hrp FR9isHA e85t W=
Helrh, ohs AoflA= 71284 245 o 2RlE 224 &5 7les4l Ao 1t
o] vl LA} oftolA BIRE=AE Kot WEds] AwET] fJste] 3 %
gk},

2. YHEA

40 ARH 71egA AukE ¥ el digh AR Ails (Table 4)~
(Table 6yl AA=S] Qit}, A (Table 49| R IHREANA T4 T4 ¢
njoln, FPH $2 FT 719t % KSIC 2— dlglt ol A9 4k} Emlzt E@ﬂ
o] qlrh Al Hul= W 71Ygo] BA 39 53t 3 Woleke FAE oI AlE
& ST 19 g5 7AW, 29X o2 9 09 gh& 7HITh, (Table 4>4 =]
3 12 olggt Al Huls Al 7Y 229 F Hu|(MNC7F ofd 2714, @=
MNC =WHZAL 2]l s MNC 27]9)9} ofet SAEI e 2 AR Bu))oll
sl Z2Hl By =45 Aafolrt 20
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(Table 4) Regression Results for Innovation Dummy

(i) (ii) (iii)
0.212%* 0,152 0.099™*
Non—MN rt
on—MNC exporters (0.024) (0.028) (0.030)
N 0.168*** 0.168** 0.099
MNC affiliates (0.055) (0.065) (0.074)
0.228** 0.136** 0.057
MNC parents (0.031) (0.042) (0.047)
0065+ 0.029**
R&D it
&D expenditure (0.008) (0.012)
0.137***
If i
Self info (0.019)
' 0.006
Group info (0.014)
- 0.047**
Vertical info (0.020)
fit
Competitor (0.017)
. k%
Commercial info o
(0.028)
k%
Free info oo
(0.025)
*
University 00
(0.015)
0.006
Government (0.016)
Observation 2,566 2553 2,853
Pseudo-R’ 0.108

Note: * ** and ** represent statistical significance at the 10%, 5% and 1% levels, respectively. All specifications include
unreported other control variables: size (measured by number of workers) and industry dummy variables (23
industries at 2—digit industry codes assigned by STEPI). (i) is the probit estimation results for KIS 2005, (ii) and
(i) are the IV—probit estimation results. For all specifications, marginal impacts for the indicated regressors are
reported with robust standard errors in parentheses.

=4 2 A 7}11 W] 229 &F Hrl(MNCTE ofd ~E71Y, @f= MNCe| =
WAAE, 223l 2] FARE E‘LIH MNC—J 71Dell Higt FEArES
o= FofRt ( )9 = A= T, Hot AR eR, vE 230] o

20 AW A ol 52 e WE YL FRY BEe) Yro] ek A7) A el W ol
o obEl F2 P o PR b FUIgeR TRl slek ek of SFEAA 2t 2
24 YE Bulo] Ak 7 Wre] 1eSel 4 I wmste] ol AEE Y we 7|4
A ATHEe Werte 258 e e 4 ot

Olv
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gotaL 7199 et A HulE FAIEIGS i, §
7190e] WF Y MNC 27|99l Aoz Z2A=9on,
U #2719 13 2GS St o= MNCY lAAR] A2 A= 2
o8 WY (ii)= R&D FAFHE AYHERE 2718 9 A2 A 4ol oigt
FAH(investment in new knowledge)7} 719e] FAlZsol ojugt F3Z v|X ==
A E 1A} = Aot} 22 R&D FA| tigt =AAIg= 99% oA FARCE
OJFt AH(+)9] 7k 7= Aoz yehdt, 719 Falg-sol glo] A= A Higt
FA= S8 93-S sk Aog FAEJ 2y o] ®MigE Uk 2 A
MNC7} obd =l 27140l thgt Al 2= 0.2120014 0.152% °F 28% 45}
o, s MNC 27|l gt A7 A e 0.228914 0.1362.2 °F 40% 45}
£ gl gh8ll, €5 MNC = WjA|Ae] o= Aot 1 BA4 fode wsh
A9] git}, o= T &7 FU MNC 27]¢10] A9 FANE A=Thol| glo]
A A Q1 R&D FARe} o] =g Ao gt A7t w9 S8t AS ou|gt
o}, 3, 9= MNC = AALe] tiet Al454A7F R&D FAE ALefdt o]Fo=e &
S gloltks A2 9= MNCEe] FAaE &= o oA A=A R&D
FAol| A oJESHA] et AL onlgith
gy (i) oA 7]Eel ek X419 353 Wg et fgess U1kl

o

2 xR

-

A
How folahy ghe Ao FAHoH, W £27I9e) A9l T 2L o
Aol AFAL B

21 ¢F A9 (Table 1A)olA] Hi= e} Zo] 7|t 9 4k HulE FAISHA] -2 Afolle 285
Ske 91 MNC FAAS] HAIREe] S Elduct S Ao ekttt el (Table
4ollA B uiel o] 7Yt W Ay tulE FAE A W =E71de g4l gEo] o=
MNC =UHjz|Ate] &4l SHERT w2 Aos UehgTt

22 (Table 4)°] 2 (ii) ¥ 2§ (ii))S R&D FAF ¥4V} 7H4= YAl (endogeneity problem) EAIS
Agrete] Eqtiigs S B8-S AEA diteltt, 2E (i)9} 2 (i)oliles A& 0l #5H
A ol sl= 71 A AIHAE S°] R&D S5 AAlol tia] =2 7S F= 7199 28 5) wiol
WA EAZE A 4= ook 2y 2 =RollA AREI Sl dlolge] Juwd 5444 oS
719 gaats hHEA IRbehe A2 A9 Evbssttt wEbA] £ =EollAl= Criscuolo et al,
2010)o) 412t Zo], 2002d%E0] 428 KIS Tlo|E|2Re Alojd Wit R&D X|& W4E 13a)o]
RED F4 We] JAAS USAITIE EpEee BEsr,
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Q1o AxE vl HH, gk 7193 F= 71dE 1ol ARt Aot 2 o 4
Ark. B ALols AR A4l g FAtet HHEE HeE SIS el
=224 & guHaeso] tie FEAY Halrh A glsled, 71E 249 &gt
TS W5 78IS ol 229 &% guisesd] tist FYAEe] BE
7)Aol 2A] Haskeleh olF AR Criscuolo et al (2010)2 2=H Z52 3t
+ 719E0] FAZES Foll ol (M= Ao gt FxpEeh) 7]E9 A4S &E
Sl Aol ok AE2A Q) ey & =mollA] ] B4 Aiks ko] 9ol
= M2E Ao tigh Fxpef 7]E x40 &8 mEE Foto] FAlgsS sk A
ol glow, 1 Aw= FEH SFF9 Fo wet o7t S-S el L Uk

o=t MNC = x]A IS
=743 = MNC A9 AFole R&D FARR} 7|E A2e] & MRS
2l&-5o] o]FojA L k= Aol
(Table 4)°)4¢] FEHHP= G4l HujRA A 39 5k gt Holgie AlEg4lo]
L *ﬂgﬂﬁ—% Y5 IrhH 19] 3k, ofdW 09 gk 7HA= Bl webA Y
< AIEFHA(product innovation)a} HA 3 Al(process innovation) & U}
ol sl B S 9l 1 AiM= (Table 5yof HatE|o] Qlrt WA AEAle] 7
$-olli= MNC7} opbd = ’“%71044 EHH MNC E7]Jof|A R&D FA} W47} 27148
d--(2F (i)eF 71E A4 4 T7F F7H B(EF (i) L FEAGS0]
H|SSE A= 247 5}% 7;&—%- g —’F AUtk 9SS0 MNC7} ofd =4 4=
7199 A5 2 ()M 21.8% Hr=o] AEFS4ls & %Ol EAstd=dl, o771l A
= A4 gt F4} %—’F(R&D FA)7F F7FEERE (i) L 8] 15.9%% °F
5.9%p #askal, oo 7|E AAle] &gt W WHpso] IS (i) L
0] 10.6%% S/ 2R OF 5 3%p Hadhs 2R A=A Ty 349
BFoll= R&D FAF W5 F7HA7 = Ao FAIeE A2 HIAIZIA] ke |l vt
o, 71 A4 o] &g dE Haprh F7hEE A7 24 Sl AY $AKL
2 Foetr] g2 Aer FAESI ol FAFA SlojA= =R Ao Higt
R&D FARETH= 7|29 AAE &85k 4] H Atk 2o 2 44 4= 9l
U2 (Table 6)-> 419 AdutzA 7|Y9] Es|4E ARGSH &4 Ao}
7199] E8171420] WS5A = AAIR B2 9 909 g2 3R sl e
T2 7HAAL Qe olof] et (Table 6)oflAl= Poisson 3|HEARFS ARSI

3k =
o] Aool 712 A9 BES BT FAFo|, 12w I 4
2714 =
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(Table 5) Regression Results for Product and Process Innovation Dummy

Product innovation dummy Process innovation dummy

(i) (ii) (i) (i) (ii) (iii)

Non—MNC exporters 0.218** 0.159™* 0.106™** 0.153™** 0.145%* 0.063**
(0.024) (0.029) (0.030) (0.023) (0.031) (0.026)

VNG affiates 0.192%* | 0200 | 0146 | 0.151¥* | 0,164*** 0.058
(0.057) (0.066) (0.068) (0.058) (0.063) (0.058)

MNC parents 0.249%** 0.165** 0.105** 0.132%** 0.122* 0.014
(0.032) (0.042) (0.044) (0.033) (0.043) (0.036)

059" .031%* 020 001

R&D expenditure 0(8229) (()O(.)(:)))W ) (%,%wg) (88(1)5)
Self info 0.121% 0.078**
(0.018) (0.016)
Group info -0.002 0.022%%*
(0.011) (0.008)
Vertical info 0.025 0.043***
0.017) (0.012)

Competitor 0.012 0.021*
(0.015) (0.011)
Commercial info 7((30007263*;* *(%%ng*
Free info 0.099"* 0.041**
(0.023) (0.018)
University 0.016 0.022**
(0.013) (0.010)

Government 0.014 -0.009
(0.013) (0.009)

Observation 2,566 2,553 2,553 2,566 2,553 2,553

Pseudo—R’ 0.109 0.088

Note: *, ** and *** represent statistical significance at the 10%, 5% and 1% levels, respectively. All specifications include
unreported other control variables: size (measured by number of workers) and industry dummy variables (23
industries at 2—digit industry codes assigned by STEPI). Model (i) is the probit estimation results for KIS 2005,
Model (ii) and (i) are the IV—probit estimation results, For all specifications, marginal impacts for the indicated
regressors are reported with robust standard errors in parentheses.

o] ¢ 2= MNC A|Al= B3|zl glo] BAIFCRE |ost 2445

Fobe Ao® Yo, MNC7F obd =) =713 ) MNC 27]99] &+ &
off thaiAlvt FAR R FolFt FAHX|7F Yestth =3 MNC7F obd &7 g0l 55
HE Toll SlojA= F2 A2 A4 tigt B2t F8shH, 5] MNC 27|49
Poll= MZE Aol et TR} 7]E X]4]9] &-go] B FUsHA Sa%t Aew
LERiT

oM
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(Table 6) Regression Results for Number of Patents

(i) (ii) (iii)
1.008%** 0.892*** 0.869™**
Non—MN rt
on-MNC exporters 0.273) (0.180) (0.238)
) 0.210 1.097 0.256
MNC affiiates (0.363) (0.838) (0.640)
1716+ 1.198%*+* 0.481*
MNC parents (0.603) (0.234) (0.249)
0.218%** 0.165***
R&D it
&D expenditure (0.032) (0.044)
. 0.47 4%
Self info 0.111)
' 0.078
Group info (0.066)
o 0.213**
Vertical info (0.106)
. 0.185**
fit
Competitor (0.091)
. *kk
Commercial info o
(0.134)
sk
Free info o
(0.146)
. . 0.343%**
University (0.065)
0.033
t
Governmen (0.069)
Observation 2,737 2722 2122
Pseudo—R? 0.577

Note: * ** and ** represent statistical significance at the 10%, 5% and 1% levels, respectively. All specifications include
unreported other control variables: size (measured by number of workers) and industry dummy variables (23
industries at 2—digit industry codes assigned by STEPI). Model (i) is the the poisson estimation results for KIS
2005, Model (ii) and (ii) are the IV—poisson estimation results, For all specifications, marginal impacts for the
indicated regressors are reported with robust standard errors in parentheses.
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#As, B sz ssamel AAREL, SERI AA ZAA A365E, AAA AL,

2012
A - BRSO (hZo) AuRa Gurad B, TRANSAYE,, 20059 89T, L
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{Appendix Table 1) Innovation Outputs of UK Companies

Innovation Patent Number of

dummy dummy patents
Domestic singletons 0.18 0.05 0.07
(no. of firms = 3,601) (0.38) (0.22) (1.72)
Domestics in an enterprise group 0.18 0.08 0.25
(no. of firms = 778) (0.41) (0.28) (3.07)
Non—MNC exporters 0.38 0.23 0.82
(no. of firms = 1,776) (0.49) (0.42) (5.58)
MNC affiiates 0.42 0.37 2.78
(no. of firms = 653) (0.49) (0.48) (15.54)
MNC parents 0.45 0.32 10.02
(no. of firms = 577) (0.50) (0.47) (159.64)
Al firms 0.27 0.15 1.37
(no. of firms = 7,385) (0.45) (0.36) (46.64)

Note: Al figures are means of the variables and standard deviations are in parentheses.
This table comes from Table 1a of Criscuolo et al (2010).
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ABSTRACT

Now that fiscal soundness is increasingly important influenced by the euro
area fiscal crisis, early budget execution has been under the spotlight as a tool
for economy control, other than typical expansionary method, such as
supplementary budget. Basically, early budget execution is a fiscal policy
instrument that reponses to economic fluctuations through modifying the
inter—temporal allocation of fiscal expenditure within budget, without affecting
fiscal soundness., This study empirically examines how effective the inter—
temporal reallocation of fiscal expenditure is in economy control. Using Korea's
Consolidated Fiscal data, the size of inter—temporal reallocation of fiscal
expenditure is defined as changes of fiscal expenditure for one year excluding
seasonal factors and used to explain real economic growth rate, a dependent
variable, The result shows that the macroeconomic effect of the inter—temporal
reallocation turns out meaningful in general, though some policy time lag
exists, Meanwhile, a simulation using macroeconomic model finds that overall
effect on economic growth is not large because increase in fiscal expenditure
allocation at a certain point of time is canceled by the opposite direction within
the same fiscal year., However, the inter—temporal reallocation is found to
reduce volatility of key macroeconomic variables so as to contribute to partially
stabilizing macroeconomy. In particular, such effect of economic stabilization
seems to be highly apparent at the time of financial crisis, but not very

noticeable in normal economic cycle,
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[Figure 1] The Size of Consolidated Budget Expenditure and Its Components
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(Table 1) Supplementary Budget in Korea

Year (bilic')srzzsvon) Source of finance Date
1994 1 348 Farming and fishing villages special tax 7.14
1995 1 1,893 Revenue increase in 1995 1.7
1996 1 861 Revenue increase in 1996 and unused budget in 1995 1,12
1997 1 ABT?2 Revenue decrease in 1997 1.5
oo 1 A1363 Revenue decrease in 1998dizggszlddmonal revenue from SOE 3 25

2 13,894 Treasury bill issuance and surplus of BOK in 1997 9.2
1999 1 809 Surplus of BOK in 1998 4. 27

2 2,738 Revenue increase in 1999 and unused budget in 1998 8. 11
2000 1 2,262 Unused budget and surplus of BOK in 1999 10. 13
2001 1 5,056 Unused budget and surplus of BOK in 2000 9.3

2 1,644 Unused interest payment 1.5
2002 1 4143 Unused budget in 2001 and revenue from SOE (KT) disposal 9. 13
2003 1 4,478 Unused budget in 2002 7. 15

2 3,000 Treasury bill issuance 10. 24
2004 1 2,451 Treasury bill issuance and unused budget in 2003 7. 15
2005 1 4,856 Treasury bill issuance and revenue adjustment 11. 16
2006 1 2,155 Treasury bill issuance and unused budget in 2005 8. 29
2008 1 4,569 Unused budget in 2007 9. 18
2009 1 28,400 Unused budget in 2008 and surplus of fund 4. 29
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[Figure 2] Consolidated Budget Expenditure and Supplementary Budget

(trilion won) (% of GDP)
16 A0
= Supplementary budget (left)
14 —— Before adjustment of supplementary budget (right) _
= After adjustment of supplementary budget (right) &
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[Figure 3] Timing Manipulation of Fiscal Expenditure (% against Consolidated Government
Expenditure & Net Lending)
(%)
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[Figure 4] Timing Manipulation of Fiscal Expenditure by Type (% against Consolidated
Government Expenditure & Net Lending)
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(Table 2) Empirical Results Using Timing Manipulation of Fiscal Expenditure

(1) () (3) (4) (5)
o 0.724*** 0.733*** 0.804*** 0.580* 0.619*
(3.086) (3.263) (3.967) (1.994) (2.488)
app 0.346*** 0.343*** 0.373*** 0.410%* 0.422%%*
it (4.218) (4.053) (3.615) (3.456) (2.922)
GDP, -0.087 -0.040
2 (-0.762) (~0.296)
o 0.027 0018 0.015 0.109+ 0.103+
Lt 0.721) (0.391) (0.345) (1.452) (1.458)
e —0.067 -0.073 0.008 ~0.000
Lt (-0.702) (-0.753) (0.094) (~0.004)
o 0.136* 0.131*
12 (1.717) (1.874)
o 0.075+ 0.066
P (1.652) (1.282)

Note: Numbers in parentheses are t—values, *** ** *

Data: 1994, 1Q ~ 2010. 4Q.

indicate significant levels at 1%, 5%, and 10% respectively.
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(Table 3) Empirical Results Using Timing Manipulation of Current Expenditure

(1) (2) (3) (4) (5)
o 0,725+ 0,731+ 0.796*+* 0.611** 0,667+
(3.125) (3.297) (3.919) (2.149) (2.722)
P 0.346™* 0,344 0.37 1%+* 0.396™* 0.414%*
! (4.379) (4.244) (3.831) (3.537) (3.053)
-0.079 —0.061
GDP, - .
2 (-0.697) (-0.431)
o 0.029 0.022 0.020 0.103 0.095
2.t (0.627) (0.405) (0.363) (1.273) (1.273)
e -0.058 -0,064 0.001 -0.013
261 (-0.601) (~0.647) (0.009) (~0.118)
e 0.124+ 0.117+
2,t—2 (1.512) (1.610)
o 0.049 0.035
S -3 (0.966) (0.568)

Notk: Numbers in parentheses are t-values. *** ** * indicate significant levels at 1%, 5%, and 10% respectively.
Daia: 1994. 1Q ~ 2010. 4Q.

(Table 4) Empirical Results Using Timing Manipulation of Subsidy and Transfer

(1) (2 (3) (4) (5)
c 0.699*** 0,697+ 0.724%* 0.623** 0.641%*
(3.101) (3.017) (3.276) (2.386) (2.665)
cop 0.368*** 0.369%* 0.380%** 0.365™* 0.374%*
o (4.886) (4.704) (4.306) (4.857) (4.061)
-0.033 -0.023
GDP, - .
-2 (-0.313) (~0.195)
I 0.062+ 0.062+ 0.060+ 0.145%* 0.143**
3t (1.640) (1.599) (1.566) (2.235) (2.400)
e ~0.006 ~0,008 0.041 0.038
B.t-1 (-0.163) (-0.216) (0.894) (0.819)
o 0.129* 0.128"*
3.0—2 (1.972) (2.023)
o 0.044 0.042
3.0—3 (0.985) (0.947)

Note: Numbers in parentheses are t-values. *** ** * indicate significant levels at 1%, 5%, and 10% respectively.
Data: 1994, 1Q ~ 2010. 4Q.
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(Table 5) Empirical Results Using Timing Manipulation of Capital Expenditure

(1) (2) (3) (4) (5)
c 0.732%** 0,744 0.809*** 0.626** 0.607**
(3.043) (3.083) (3.615) (2.442) (2.464)
app 0.339%* 0,332 0.358"** 0.376™* 0.370***
et (3.784) (3.382) (3.106) (3.893) (3.356)
GDP -0.079 0.021
2 (=0.793) (0.209)
o 0.006%* -0.004 ~0.005 0.049+ 0.051*
4t (0.207) (-0.173) (=0.243) (1.479) (1.722)
e -0.030 -0.033 0.019 0.021
4t (-0.724) (-0.769) (0.552) (0.535)
i 0.070%* 0.071**
T2 (2.279) (2.464)
e 0.072** 0.074**
L3 (2.385) (2.373)

Note: Numbers in parentheses are t-values. *** ** * indicate significant levels at 1%, 5%, and 10% respectively.
Data: 1994, 1Q ~ 2010. 4Q.
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(Table 6) Fiscal Multiplier of Fiscal Expenditure, 1% of GDP

(Unit: %p)
) . Current
GDP Consumption E ClUlTSiY Qonstructlon CPI account/
investment investment
GDP
1st quarter 0.56 0.54 1.34 0.31 -0.02 -0.21
2nd quarter 0.23 0.56 1.11 0.31 0.01 -0.20
3rd quarter 0.18 0.44 0.89 0.30 0.07 -0.16
4th quarter 0.12 0.29 0.65 0.29 0.10 -0.11
5th quarter 0.08 0.18 0.43 0.27 0.12 -0.08
6th quarter 0.04 0.10 0.23 0.25 0.15 -0.05
7th quarter 0.01 0.04 0.06 0.23 0.16 —-0.03
8th quarter 0.00 0.01 -0.06 0.21 0.17 —0.01
[Figure 5] Effects of Timing Manipulation of Fiscal Spending on GDP
(g—to—q. %) (a—to—q. %)
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[Figure 6] Effects of Timing Manipulation of Fiscal Spending on Consumption
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[Figure 7] Effects of Timing Manipulation of Fiscal Spending on Equipment Investment
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[Figure 8] Effects of Timing Manipulation of Fiscal Spending on Construction Investment
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(Table 7) Coefficient of Mean—Deviation of Macroeconomic Variables

Real GDP Consumption Equipment Construction
investment investment
\nc\ud\.ng t\mmg 087 L 47 349 -
1994~ manipulation
2010 ina timi
Exclud.mg l|.m|ng 0.89 1 51 258 200
manipulation
\nc\ud\.mg lmmg 065 0.96 220 510
2000~ manipulation
2010 ing timi
Excludvmg l|.m|ng 0,68 103 -~ o1
manipulation
\nc\ud\vng t\mmg 052 0.85 o o
2000~ manipulation
2008 ing timi
Excludvmg t|.m|ng 052 088 - (o7
manipulation
\nc\ud\.ng t\mmg 136 77 -~ .
2009~ manipulation
2010 ina timi
Exclud.mg l|.m|ng {55 . 097 o
manipulation
gRgso] A ZE AR 2 s Ao 2 Sl gich v, 389
712 QI A71gEe AAAAR) 2R At 1o QaE v A7k 30l
omg A 7F AYulE 24 R ESE F ko] 919 whiolt), A, AHGte)

SRR /2013, 1l



A 7 e 2 AR Afo|RE & 4= Qlrt, TR A7IHE0] e A
A= A71ske] gk weto] 7] o5 4= ey, S691719F ol A77F @)zt

of Feehs A9 ArIsktel digh w2 vl Ha gkl W 4= Q7] wio]
o} o] ojubw Aol A7|EkE gie
AR Aol Atz Qlsf 4719 ¢HY3} & =
7 7107 ofEfgel AT AU AT = = ARt 971 Al
HE Ao r AfEe A 71z

ojget ToA & uf Al TF A HlE
ARETE 8719 Zol A717F g99s

%t AFBAEY] avE Sdslske 210 5 AAA(timely), 5% 4(targeted)—J
AAE S50k B9= ok

i
o,
-10
2,
ot
et
o
>
~
>
O
o
A
o,
2
do
N,
=

0O

_|1~N

<
ny
i

A B0 S FEHE A B

1o H O
2 AdeE =He= X*—JHU:] o] Ef]rE'Jr A7 =
[e]

@ A} F5E e A9l AR olelon], 2 Aol AL <)
Tok EE540] BAREE AZEA Aupt gol ANEHT ek B dATelHE =oe]
2YS Z4dto] 1dolehs BoEel 011&%‘—71'8}01W A2 43 2 A
1=}

e
A 4011*1% 1994%%%1 2010Lj7f}Xl94 TE'MEPE’J H7] 9 A7F FEAAFA Z;

=
25 o3ttt AEA 89S At 14 ol F7]9] MeE F43HL ol Al b

13 IMF, Brookings Institute, CBPP(Center on Budget and Policy Priorities) SoA+= AAIY 7]l oS-
3t QA ES] ars SHEtle AR A (timely), 5/ (targeted), YA (temporary) 7
A AABFAL Ak,

HEXIZQ AIE 2t AR =Yl ME drIzE Fukdol 2kt

e
roh
e
oy

95



96

Al 24 = ot &, I RS ARgste] S5 A GDP
¢ R e AAlBR. T 23 ™A ARPE 7l SRR AFEAE] Al
 ZF AR 2ol mE ArIRdaTe AEAEY AeE AYskale dA=
o BRI & ATk FAIF LR A I AelE 240l g B Aol A
= AEAEl AFE 45 22 GDP AHES T 27100 44 0.15%p, 0.05%p

3l Hel At A7 g AL 7RI ] 2
A e RO Ukt ol B4 Al AR WEL $U AAAES] 1Y A
Aol wieh WY AU 2O teht I Avt A2 AE7] RO Eolg
oh AL AR 7E AU 2R ANAAIY QPgslel ARt R lofsie o
ekt BAEAASE 71E0R A ANGAS] HEAe] A 1t AU =
Aol Sl A5 294 Qs 499 slasiol v 2l vehtisd, ol ARy

% Feg AR Tl Fa A
54 gaEo] Hsl F2vl 29 7K Bl R 2

Aoz et ol ofut

e ‘?1::
lo e
Y
>,
oy
o
3
ot
1o
>,
22
i

e
1o
>
ox

m
=2
=)

s
b
o
:?‘;"
oM,
N
e
off
ox
©

\l

,d
>.

ol
)

b4

2AmIe gAE SoIe A

2 So] ARG AWANAY Bl Seiste] FAUA] Thste] HpHo=
Ashe thal Age) /1WA Fal A7|wE] A theshs Ba ol gtk
AR 2R FEFAS AN b BN AR o]RoABE U
W A7} Aok Ha ARAREE AstekA gtk o] 9l] WRolh chl,
ARAE A 2 AR 2HS BY AAEAAE o] gAsjolof Frk Aok
o QI3 AR RUo) WEES sk o WAV gon, ulmA Bk vl
Wgrozel AR J127k ARl A/1FEAS A 5 ek Hol Ko
ast gl w3k QPG A7) et wete] BEeA] ke A9 A A
A 2 AR 2 oslE A7|HES BhAA ANAA EBE AsE 715
= o] Fojof gt

O

o

SRR /2013, 1l



11
K
Ho
ro

HAF, Teh=te] Aztzrt AR & vxle F ol2 9 AFEA, A=, A6y
A1z, e=AAsks], 2001,

ZEH FE] FEMA ARYs], "F2E G871} sl ZAYS, A2 7=
52 9Ieh AR A L AR 2012,

144, 'SVAREES o] 835t HEA& 2AHste] AAA aut B4, "=, A22%
ALz, =A7gsrs], 2007,

A8H, TEE7Iel di-Set A PR aubd B, R, A3 AdS,
7, 2012a,

, RA ARLAE o8 feluEte] AR Bk, AR ALl = 201207,
7, 2012Db,

AA, N AlEe] Wzt gulase] nixe 5y B4, TP ER, A123s, ez
A+, 2006, 9.

AYA], TR RTINEYe] AAA autel 84 NEURE, FAEAR A, F3|AAEAEY
€3], 2007.

71GARE, T8 AE., e,
, Tdllil e ke, AdE,

H-37] - Bk, (A - ARAIFRES e ARAE kA, 34 RA, 2007, 12,

TR - A8 Tl Rallil 271339 AAA aakEA,, 7185, 2008.

!
olabE, AAAe B7Ichgel o

g g7k, R, 2006 13, FETREAe,

2006.

25 - dds, TAAAARe -7 AL §171H8 A, AatEalA 201103, R
¢, 2011,

ASE - BN, AFH AR AhA fads, AR Ak, Al A4E, =)
“gsts], 2008,

HES - A - B, TAEAE Fopd Aol et A, AFEIA, =AY
4, 2005,

k23, AAE AR 2"l (http://ecos. bok. or.kr).
A, Ut AP AR Gaol Wek Ak, Tt ts, 2007 1%, gt
A, 2007.

HEXIES AIY 2t 2 ZHo| e A7\ Fukdof #et A7

97



98

Alesina, A, and R. Perotti, “The Political Economy of Budget Deficits,” IMF Statf
Papers, Vol, 42, No, 1, 1995, pp.1~32.

Aschauer, D., “Is Publc Expenditure Productive?” Journal of Monetary Economics,
Vol. 23, 1989, pp.177~200.

Auerbach, Alan and Yuriy Gorodnichenko, “Measuring the Output Responses to
Fiscal Policy,” American Fconomic Journal' Economic Policy, Vol. 4, No, 2,
2012, pp.1~27,

Barro, Robert, “Government Spending in a Simple Model of Endogenous Growth,”
Journal of Folitical Economy, Vol, 98, No. 1, 1990, pp.103~117.

Barro, Robert and Charles Redlick, “Marcoeconomic Effects from Government
Purchases and Taxes,” Quarterly Journal of Economics, Vol, 126, No. 1, 2011,
pp.51~102.

Blanchard, O, J. and R. Perotti, “An Empirical Characterization of the Dynamic
Effects of Changes in Government Spending and Taxes on Output,” Quarterly
Journal of Economics, Vol, 117, No, 4, 2002, pp.1329~1368,

Hall, Robert E., “By How Much Does GDP Rise If the Government Buys More
Output?” NBER Working Paper 15496, 2009,

Lee, Y. and T. Sung, “Fiscal Policy, Business Cycles, and Economic Stabilization:
Evidence from Industrial and Developing Countries,” Working Paper, 2005.

Mountford, Andrew and Harald Uhlig, “What are the Effects of Fiscal Policy
Shocks?” Journal of Applied Fconomics, Vol, 24, No. 6, 2009, pp.960~992,

SRR /2013, 1l



I

HRgo] ofg A A 7F AR 24 TR A4 GDP R4S BE]
20 o 33}

U 534 A€ % = Slth

S Al 7& XH% It 24 2= AF GDP FA1E ol8sto] 4 4= ok, +
AHomes A% GDPO FAIE H-P HEE o83l 5t &, A% GDP F+4|9] 7]
Rl %_gxﬁz%g] =71 Hl%— Blalste] 71 2polE 27| PR sk W
Aloftt, o= TR B AE GDPe #71E HgH 22 aElor 218 SEA
g AFo] o] FoAoF it Hxé% of AFH R A& Alle HeAH =N S
A 271 vige] g2k o 7] hiZolth e ® S AE H =84 71

=
Wit HFE o] §3hs A% 1994~201087149] 7 BIE A% A v1FS AL,
o|HE ol A= A 7k AR 24 Fu wi sl
olejet WAlom AR A b Al 24 Fms o) £7]9) o] SAH
ARAE SzolA Hold A= SHE 4 glom, I etk T A 40)°]

o]
L Aoparle $Ee) Hrk

2. KDI AANRYY 7|12+%

A
A

v i

=

o7 3t ;A H(core model)T} F5Q 5 7]EF BROoT LA ELC
A FEeR RS A2 717t KRS HE(module)dste] 2419 7 Qo
2F fFAstAl Atdstel 8ot mA ®yol AUaA| B 7kaststarat sh] 9
tog HAAo gL DSGE WO FLx¢} s},

RAA| AXEF2 GDP, 4aH], £2F 5 1571 W9 AR} oF 200 7He] <gH
T2 A lon, S8 2 A FAe] avE SAsh= Ao FUEE AL vk

& o

iy

2 Ao AR KD AANAFEG S AbE—a7-olAe2] 314 1Ho
I
L=p2

HE
iis)

g2 9 g

ok

HEXIES AIY 2t 2 ZHo| e A7\ Fukdof #et A7

99



100

[Appendix Figure 1] Basic Components of Macro—econometric Model
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[Appendix Figure 2] Basic Framework of Macro—econometric Model
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{Appendix Table 1) Variable Composition of Macro—econometric Model

\’:‘:rrig;:sf Description of each variable \’:‘:rrig;:sf Description of each variable
CG Real government consumption INF_CPI | CPI inflation rate
CP Real private consumption INF_DF | GDP deflator inflation rate
GE_CU | Current expenditure KOR |Base exchange rate (KRW/USD)
GE_CAP | Capital expenditure MG Real imports of goods
GR_TX |Tax revenue MS Real imports of services
CALL |Call rate PGDP | GDP deflator
CDR |CD interest rate (%) REER |Real Effective Exchange Rate
CUTIL | Manufacturing operation ratio index SEAS | Seasonal dummy
FGDP | Foreign GDP SPIKE | Quarterly dummy
GDP  |Real GDP XGSA | Seasonally adjusted real exports of goods
GNI Gross National Income XSSA | Seasonally adjusted real exports of services
IFC Real construction investment YCB Yield on corporate bonds
IFM Real equipment investment
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ABSTRACT

In this paper, we test and estimate the stochastic non—fundamental trend in
Korean stock market, For this, following Kim (2011), we exploit that the
long—run equilibrium stock price may be decomposed into fundamental and
stochastic non—fundamental trends (i.e., the sum of dividend innovations and a
part that are orthogonal with the dividend innovations) by using the
Beveridge—Nelson decomposition and projections, In this VAR construction,
there is an error correction mechanism through which stock prices converge to
their long—run equilibrium, which also contain the stated stochastic
non—fundamental trend as well as fundamental trend. The estimation and test
results using yearly data from the Korea (1976—2012) indicated that fluctuations
in stock prices during that period can be explained mainly not by the stochastic
non—fundamental trend but by the dividend trend, However, during some
periods like after Seoul Olympic Games, we may observe the non—fundamental
trend affected to the stock price variation
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A= Az Aasr] wwoltt,

B BF 5709 Ao g pAdEo] qlry, WAl ATl = 2 VAR 2¥S 53
Wu(1997)9] 713 a4 - Agstal, Aol 719 Jeaciid 419 274
9 A9 o2 wiHS AR AV A= feuet ARE S3 ASEAS Al

A, Zoz A VAL olefdt AuE vlgoR AR W AAES AN,

I. 2HS F710] 31X VAR B

K
i
ekt
r'O
I
)
h)
)
d
&

£ A e

S 2 EAR SR R0l & VAR BEPO R 3|

3 fEuE F7he] WiEde] ArjHor Ak A3 weiste] "udldy) 7t ko) 2 At viE
g9 A= daAtelnt, Ty ST e FAVE REEA] MEY Ha= glom Wik A d
T soR AAHeR e 5}3}471 aQloR 23 i gy, A Bleo] thfsiA g
E]‘— A 7otehd JEHTE A= A HEe] o FeiR wvhEnh B2 oA Felo] HE
o] TAR=TE Hare] HIAH A ZAR Hlrh

4 AdsiA wehd o2l HuxdL 7PgEofof sh= Zlo] ofyet ARENE HIEooF & A<l
goletar & 4= Qi

F
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4 % 9heS Melth wA thee] EEAel Frhade) et Fela /)Y Agny
& Tefery

E,|P,  +D)]|/P,=1+r a

~

A7IA E= t719] A 7RSS o8 7heRt AR ZAR 2E ZIHA], P,
= t719 F7F, D= t719] vids, r& FAAY] el ol o7|A WA (1)
FAE EAste dl WE 7IteoEe] FARMY QoS (r) it Zolof Sl 2]
gzolt,

Blanchard and Watson(1982)0] w2, FAl& Hujlgog ZH 7l=3l28 229

7HAL E7FsH, webA olEAer Jof HES wiAE o Qi olof weEt Wu
(1997)= Campbell and Shiller(1987) w2} 1) =1 AFsiel oo »ge A4
g},

q:k+pEtpt+1+(1_p)dt_pt @)

A7IM ¢ EIAMZ 2poE, 0<p<les FHETHHIEE)  HlEolH,
k=—1In(p)— ( p)ln(l/p— ), p,=In(P,) E d, =In(D,)olc},

A3} (forward looking solution)=

p{:(k_q)/(l_p)+(1_p)_§:piEt(dt+i) (3)

limp'E, (p, )= 0 (4)

o>
—~ O
W
rlo
>4
@
1_
%
=2,
e
_L
_QL
Er)
e
Jig
T,
——
rr
jlle
(e}
ot
fu)
mlm
N
rr
L

p=Gk—q)/1-p)+(1 EPE df+v,)+bt ®)

=0
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IS0 A eI M Sl v gle] S 2GS A% A o
2o, bt A% e ool feld] ofa) 2Y=l] Felds wHolet B, of

714 b=t s A AR AS TEEAIRI,
E(b,.;)=0/p)b; i=1,2,3,.... (6)
(0,15 A es 7Hde o 4] (6)& tha9 AR() ez el 4 Qo
b, =@1/p)b,_, +n, (7

A71A n e o)) BARS 7 B9 $d BEELLDE 2 Aot 29 1t
B (NS 1/p> 15 7Pg== Wibshs I1d): delct o714 2= 44

limpiEt (bt+i)¢ 0 (8)

olet. wetd o] g Aolebs AL 4 (@)} Lo FIHOR F1
=

=3
< sk Aot} &, HES £t Ao Ask= 97 A
e 2471 5E A (self—fulfilling) FYE FejA'el Aor sjalwc

2. Wu(1997)9] o

oAl & Sof 2Ot wiggo] 4, =gd, +& . 2 AREE &= ZE i(>0)9
el Eg ., =02 7Pt Aom spgestA pl = (k—q)/(1—p)+(1—p)/
(1—pg)d, = T&slEn, WS 271 p, = THA

p=k—q)/(1=p)+(1—p)/(1—pg)d, +b, 9)
2 FojAt}

B Wu(1997)= 2193l a2 theal o] thelas ZH= ARIMA IAo®
by,

5 geEjdolal= AL &2 F7PY 3FHLE JRE et AS Qv

6 Gordon(1959)2 HHDPJO] D, :( +h)D,2} 2ol AHRE hE AAIIcta 7Pgeka 9k o] AF¢-
FRlol 25 FotH 4, , =In(1+ )+d 7} gttt wekA] In(1+h)7F d; ol v Adjde= 2
L AL Gordon(1959)2] 7M4E g=12 $2|9] 7[43} ZARE Aoz B 4 Q)

RE|L2t FIiol= HOHED fRE UG FM7E EMEH=T1?
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d M+ Ewldr‘—1+6 (10)

i=1
=4 Y 2E0id)E %

N2 o=k ol ERd

4714wl digt 54 6=
{bf}E AP oz 7143 uj 4]

—~~

by = Epfim—i

i=0

A HE R 1Fste] 2 BEYoR HSFHTGO
e R N
e+izﬂazwmwmﬁi@ﬂﬂﬂ F 34 AAD0)S R BN S

TR QAR Fske] o8 AR of7]e] nuigsie] wfgge] Hejdd A
FHohes wx

Ho® $El= A (1), (9), (10022 TAE WHAlo] A4 %03 VARYS HY
4 Qlek, o015 $fate] Al (9 mEH

by=p—(k—q)/ (1 —p)—(1—p)/(1—pg)d,

£ AL o7]o] A (10) dUstal sk v Ae A=t

(1—pu qg—k (1=p)(p, —1/p) 1
= + + d_,+—p,_
P =g T pl=)p) (1—pg) SR
l—p v 1—p
+—L N d, 5, + 192

upAEte 2 Al (103 (125 2P 2, = (dyp,) @ W th39] FoF3 VAR 23o]

ok,

zp=IHy+ Iz ++1,z_,+uv, (13)

o

A7IA v, = ( P st ]OIE}. ojuf g (13) t=2 = VAR RFPC= §j4]
1= pg

g % gk
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FHOJrFZHzt_,JrFUf

i=1

1 0 5
o] 7] A F=[ p—1 J, ... I0,= A7|ZHAe]L Ty, =(nt)i UEepdt) w
1=pg !
2hA] 2 VAR 2] A A= vigdg 57t <o) Hrt,
7% VAR 23 (13)9] Alda} welste] = 71z =84S 2|AE 4= 9ty A4, Aw
27 Eén, = 00] Wu(1997)2] Zwt Hejq] 2o HAzHolet= Aot g o

Lk 340 e FH0ENE SRdolold Ray MBS ANYTE 22 o
H[StEE 45k Alekrdo] ks wael @ téﬂr SRR 4] 2L o] T APy
2 WRE S etk B4, Fole} oS sk HOWL(ENGF) ol ol2Ho
2 FAE WA} s Thstlol Sehs Zolth AR ofF FAlSHE Ae
g Aol 0RE A4S 4 gk

3. 771 g0 WYY

9] oA Wu(1997)= 2% iS¢, 7Fe] ARIMA 345 7Pgstal it o]
£ & ¢ ditslehd 1 (13) 225 Hate Al7i(demean)?t 5959 VAR HE& t
o o] vERd 5= Qlth

p—1
2z =Pz, 1+ Lzldikﬂzt, r U (14)

P
AZ|N @y, 0= ANEHASE, b= D10, by =— (T + Iy +eet
k=1

M) %o = (0,6)00eh G714 d, = AR ol sk S 7ML 5 o=
= ayiste ek

O R Z7b} p, = d, 9 ol I A7) FAL 39 BA U3 7}

o= Sims(1980) olée] T VAR mHe| A 7bY F sholeh
ol YRk eslel ArriE ARsolot S At AR B,

FAR WAV EHT Aol VAR Y T ARugoR £ 5 glrks 22 @ 4w ok
10 &= A715A3PH(long run impact matrix)o|2}al S},

© o ~
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AsHAL o] - VAR 1 (14)5 vk o] 4422 @A (error correction
model: ECM)©.2 HM3tsl Zlo] 7Rssich,

Az, Zautl—i—zzll@kﬂztk—i—vt (15)

o7|1A B=(=y1)&e FHE WERA d=af oW, u,_, =02_,& TH& 2
A HERd:, 7 o < -, OE 240 St ARF F7P7F A7 |at @\t
Z B p—1 >d, )0l Ap, < 00]01A F7h= st el Wt vidlz ARb
F7PF A7 REY A2 A1 <qd - Dole Ap, > 001014 Fh= s dE
o Hllr} ok Ry} AV|HFEoR SEEls oA alAo] AHEFRS ousith &
22 A 7} s XL7HL53 = 7d, 7t GEHEHE) FAIE 2= A1 f19 &4
22 AT o | ot 271554 7]di(self fulfilling expectation)
of edth= 740]4. 5, B3 (159 22 S 7 ECME] EA= FAAREO]
GEaEE) FAIS F7Fe A7ate el diEos (heshe AJEiet daE

g 929 BxE 94 271 vl AAE d,9] Beveridge—Nelson EaE %3
A 2= FFISkL, M2l AASATAY FAE BA p, = Ad, +u, E ©8S)
F7te FAE LBk ol Atk Beveridge and Nelson(1981)°] w2 1(1)¢] 21
2 7= 1081 A Fi(py, = hm Ep;+ )T 10)Q1 7L YA =Hcyclical) F
Hog FHH U o5 flsiA= th AR, & AdE A (e,) 9] MA FHE FH
sh= Zlo] Hasit}, JRH 4 (152 ECM 2% VAR FEj7t ofzha o] Zk¢fo]
&olskA] k.

o|8 Iste] ofgfolAl: Kim(2011, 2012)& wet @A EES VAR RO
Hgkeh= WS alstalat gtk olF fIste] A ¥ B Fil(columns) 2 Sh=
Tt 22 2x2 H|So] Ay ES WA Aostr|= shak

_‘ o
e
ot

£ S

(1)

oA o] WH TE W 2,9 HZo| FE A, Wa 2 wiFET ol7jolN 2
A 27} A7 lRETe) oS Uehle 20 oF w2 THE et g e

T

11 Beveridge—Nelson &3] % FA4| 2L Watson(1986)0] w2, ZEE AjA Gl gzl HiE
(permanent component)©|t}.

1
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o714 2] (16)9] W T2 4] (14)9] VAR 239 2o Jalal & =2go] =}
713 PAAGES HalslH W4 2,9 VAR BE WS w, 9 VAR B¥og tpeu 7

wy = Aywy_y -+ Aw ey
=
p—1
w, =Vw,_,+ Y, N Aw, _,+e, 17)

k=1
A7IA A) = T@;ﬂfl; k=1,2,..,p—1 4 577: =&, ey = To, = (5t7€'yt)o]
»
B, U= AN, Ay =— (A, + Ayt Aol €8 A (149 VAR
k=1
wygol Qe v, = (6,,&) 0l AR AR ol g SAA A7|FES 1L
HyIE)RE sS40l o8l AW s UHA| REe dEhdid
Kim(2012):% 320l EAsk= 35 $19] A (17)°] v o] 1(0)¢] 52 &4

£ Z3eE P AAD w=(Ad,w) 9] VAR R (o]s Mtexpgngon
[e) Z'\__ ()

W= Zwk’at—k+et (18)

g, 9o 4 (182 =wtd 2AkE wdWHsR Sl rks HolA Engle-
Granger®] AR FMY tham, e Al MpEant AE0] glo] AR7Hd
A AR B FAERE Zherh

offel it BY (14)9] AMFE P2 VAR BN JHENE FAE Holst
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I HEWE A0 APY 9y

HA 18 (18)°] VMA HEjE Swshr|2 ‘Gh:} o2 olgslo] o] matE B =
AE Bajalal o] 2A1E thA dt"] D% 27 5,0 oJst HEF} ojols E2lzo] HEO
¢11L¢12 Y

2 Bejeluat gk, WA W (19)9) v, = (%1 . )% 9x29] B|7A5E ez,

Kim(2011, 2012)& W4 Ad, , Shgke] AlG 002 ACKS, ¢y, =1, =0)
Hoks AS wolath B, L8 AR Holshd 91e] A4 (19)0] MA mFe
cheat o] Aot

w, = - Ep]Liwz.)*let (19)

i=1

-1

p—1 ) P ]
1- Emez - _lele

i=1

p—1 ) P ]
- E¢211‘,L1 1- Ewle

=1 =1

€y

1= Zd’le Zﬁ’le

1 1:1 1=1

- p—1 ] P o p=1 )
(1- EwlliLl)(l_ ZwﬂiLz)(Ed]l‘ZiLz)(Ed’?liLz) Zwmz[’l 1= Zwlu
i=1 i=1 i=1 i=1

1=1

2 4 (195 Bolo] Ad,Z 2A3He,) o) Ma FeE chg3} o] Talsh= o] 7}
55, d, 2] Beveridge—Nelson &3l|7} 7Fsafl %It}

co

Ad, = E (elliLi(;t + 012iLi€7t) (20)

1=0

zFH0o7 ¢olo] 77| HFF2 Beveridge—Nelson 3= 4] (2002 HE 31}
2ol Holary,
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d, =Y JAd, +dy =dy+0,,(1 25 +0,,(1 waJrnT 7o 1)
0

i=1 i=1

[e'e}

oA71A &, =¢—n9;, 60,1 = Y00 01,01 Zam VZJ /2|9111| < cojl=

i=1 1=1
2 AolEH], 5, —ny= 1002 FHRL AA Lot
SATOR  p, =ad+u, ) FAE BAD 4 @) AU ] F7k

Beveridge—Nelson H3jl=

p, = dy + trend.+~(n.—ny) + u, (22)

o Zojat, o714 trend, =10, (1) 315,+ 0, (1) 3¢ 12 Holary, wepy =

i=1 i=1

7h B3 (22 V|EAoR ek Bl QU o) BAE BAS B3l f=gel £
34,

theol Tl 4] (22)9) 2415 wigEel g 8 T2 45 o

olohs BRFel Urix FEow Helshis glolch Sje] & %

wae] Z5l o]24 HHoln], ol BAHS el wEI AAXo Leldt 4 9L

2o
0|2 ¢Jale] 4] (22)9] LW o|A F Ao =A| HE = 49, (1 Zéz HHo rlo

3} o] thA] 2 % Qe

;5“_,2 &, — AS, +A§jl§ (23)
o71M A= B¢,/ Es; & A9(projection) AlGH20]0 ol E(E, — A4,)8, =0
otk =, (&, — A5,)%} §; 7He] FEARS 0olt}, Y AFRES 7PYEta FEAN] 0
olghd F W= SRo] "ok 22 & g A ook webA (¢, — 46,)9F 6,5 B
Hog Mg Hyo] Hrt,
ThHEo 2 A (2302 4 (22)° st Aelshd thao] dojzirt,

12 A= OLSE ZAHr}

RE|L2t FIiol= HOHED fRE UG FM7E EMEH=T1?

Ul

119



120

pr=ndy+ [0, (1) + A 25 +901,(1 )E(ém &;) +~(n.—ng) +u, (24)

=1

2= 7] F7He FAe didwe #HoddE sAcR A" A e

(40,1, (1) + A] Zaﬁr oloh= EAHoZ EYel (FEHUWE) =4 RE

=1

200, (1) Y (E, — 46) 0.2 Uiro] TR 4 9ict

=1

trend, = [0, (1) + A 25 +90,,(1) Y (€, — A5,) (25)
i=1 i=1
S, v = 0 7PgshH 4] (25)0014] 6,,(1) =021 A9 F7te] JEauE A=

b g, o] Eke WA Hy: Yu =02 £ % Uek ol e
4 (19)9] J8) Tk Aol Aysi] ahol,

p
Zd’m

912(1)_ =1

1_27/’11L wa 27/1121 27/’211)

i=1 i=1 i=1 i=1

°lE & © wadigetd EPJ%L:O% Yros =0 for Vi=1,....polul Agsp=g],
ol= 4] (18)o)lA AF} BEAE 93} u, 7} BIMEE JFE Ad,o] QS u]]x] E
ShaL Shes UEhdTh &, 5718 Ext® SAPF Hie] Bt JRES mAA] Hske
o] ‘Frlo] JpHEME 247} QIER sl 2Rz Uit E3 Ad =
FrPdstol A A (19) 25 vt Zo] & 4 o, 21 wiggel ti't AR 4
Ento g 42351 A9 4 9o

Ad, = _Zoelliét—i (26)

thA walo] F7jo] WA} B2 Bgge] ZARTH ol 7t Wrjwda}
Tegl 2B 7FE A7 A8 ouith A @0)lME JFHEUE 24 1A
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B R D0,¢, 7w ook 2 ¢ SNl BiE A A Ee

(DR HiE s S0l s diEe WAl FEs YERATE Keynesoll 23l Al
7113%] AMAEZEO| 2 (castle—in—the—air theory) E= E7]0|E(fad theory), =& FAXA}
=o| WAZEAo ZAste] BARs | Eik=s AldEo] miEoll ofd d5s EHAX|(HS5A
)5 ST zN Ao PRtz o] 2o] o] FiEa AT = Q= 7 A oY A
ol

a8 AR Elﬁm 02 ogA A3

=1

B=RE ks, A (18)9 74 WS

| &
(super—consistency)< 2+7| W&o BAAQl t+—AAS & + g)\r;}'m

»

QA2 ol 4] (18)9] A% F3O

V. Qe (RS BU ASRY

2 FolMe SEuEte] 1970 FHE o]F ARE olgste FUF A HiE 5
HuHgd ) o] gle 7R %—ZH 01—‘?*% AL o] Fste] Bt U=
FTAES Hoto] AREER]
ow, A7 7 l% ﬂﬁ‘rﬁﬂ 3.‘—?—‘3 1976\dofl A 201288 7FA] AZHB77)olet, &}

FYL 23] HAAEAA2E (http://ecos, bok,or kr/)o] T},

SHH, 2ERFEEVIAR Lol A ST side & B B 2HE
T Bt AAT F ARSIl el A4S fIRF ADF HA SAES o
—0.043, F7F —2.05022 K7 5% ool Tl AE 714 5 8l
VAR E2&9] 2l AALS 9J5te] AIC Y SIC AH7|2S (Table )3} Zro] AAkal
1 Ay 1 = 27 AREen, FEhH4 Hol(omitted variable bias)E 7H¢Fsho]

rore

13 704 7eRchs dige] gRols BHAos ofFtiil A7k vl AHEith= Keynes(7he
General Theory of Employment, Interest and Money, 1936)2] 1]QIt3](beauty contest) H]-3-olA4]
71918kt

14 ojo} TAE Y§S AL 41 ool AEA A=,

15 b]=t FolA ARAREE o] =i % A Itk FEE Qlov HEA - AARIR2004) T2 =l Al
Aol that 9 A7Hz o] 7|25t glo] Buold olF nelsh el

RE|L2t FIiol= HOHED fRE UG FM7E EMEH=T1?
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{Table 1) Information Criteria for VAR Model Order Selection

1 2 3 4
AIC 9.24 9.23 9.35 9.47
SIC 9.42 €59 9.89 10.20

[Figure 1] Time Series for Dividend and Stock Price Shocks under VAR (2) Model

{DIVIDEND: log dividend, KOSP!: log stock price)
DIVIDEND Residual

3

> |

1

o -

-2

-3

-a

1980 1985 1990 1995 2000 2005 2010

KOSPI Residual
10

-10

1980 1985 1990 1995 2000 2005 2010

BeHoR 9% Abslt
[Figure 112 2147} 291 4$ %ok VAR wdo| 37 AlAdS vehjer, A
WS e iigEel A9 2000dT 20 (M%) 53] Fols & oKl

fiis [e}
As, 228 F897] A5 20009 Folle w2 &) F4& Holal itk £
| v
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[Figure 2] Time Series for Log—Dividend and Log—Stock Price
{DIVIDEND: log dividend, KOSPI: log stock pricey

12

" 1980 1985 1990 1995 2000 2005 2010

| — DIVIDEND_DEMEAN — KOSPI_DEMEAN

(Table 2) Johansen Cointegration Test Results

VAR model order 1 2
Trace statistics 0.195 0.288
Max—Eigen statistics 0.141 0.218

Note: p—values for the null hypothesis “Ho: Cointegration vector does not exist.”

kA, wigg 42 vy AR g vl 7 $4S & HeAdE Holal it
ol wigdE—F7F Wakel 54 AulaAolA Frtel vigg 43 yEjd Adeld 8
¢l Soll ogt 71 34 E+= FS(white—noise)o] EZZE|O] S WAFS AlARITE

o
WAS A |22 AMGIL Gk, ol BE 4T TR U3
Q5] Il = MiET = RS AAGE ekl
[Figure 218 H¥l AR AFEo] S2o|3 glo] M2 FAE A 9 7FsHS &

o
N
2=}
(2
>
W
A
B
u
o

Johansen F4& 4
Trace AT Max—
20% §ol% 204 7]

teOR VAR BR9 A4S gelshe] FrA4ek Mg 2
Mg MAT A (Table DelH BE =Y 571 190 B
O

=
Bigen 7% W AR W7k 25 gtk AR
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[Figure 3] Time Series of the Estimated Cointegration Errors

16

12

1980 1985 1990 1995 2000 2005 2010

TR 02 Johansen 77 AT FARL] o7} SEEHl| whe} F4E ol gt x4
A(residual-based test)E 72 AAGIIL & 21 FIAEE 2 w202 OLS
e Fo] 2AG 7=0.573 (17 = 3.622) 22 A&7 24 22b u,(=p, — d,) ol
sl ADF Tt AAL AXEE Al tgho] —2.714(p3k: 0.073)2 Tjte] &S
10% F+o)a=ollAl 71Zkskar qiet, o] Aik= F7Hx4¢f wiga 1F 34Ee EA4E Al
AJsk= Aol
g, 24 TR 02} o, 5 Uehd [Figure 31 2 2339 o]% 1988~9549
w3 719F 20009 28] (HIA) 357] Folle FHH 2 22 S8
Q1 20099 Foll= ()9 52 Holal Sle S #RIE 4 Stk 211 371
27)48S Engle—Granger WAIHE 4d, 2 AoJsitid, ol 2000dt] 2] (H
A) 357] Folle F7PF uidae] dRstke A7Iatd ekt wohep, > d,) A
olusiy, w2 F2H F§97] FF 20004 Foll= F7) Higgo] 2Ask=

7|58 iy Whk=(p, <ad,) Ae olnldith

ol HrlERl wigartt F7PF IRIsH whgekal Q& NAdS vehdid, o
SollME BAR o 7o JprTiile FAI7F 2 SHA] Aol digh AES HAIS
712 g},

theo 2 A mAelA AAIEE Wiel] wat ‘Frtol JEHTiiE A7 EASHA] G
o= AR7HE S AAT = Qo) ol F7HR49] Beveridge—Nelson 315 LERA

Yy MK

_{
o

RN
A=
2}

o

—_
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(Table 3) A t—test Result for the Existence of Non—fundamental Trend in KOSPI

Model order 1 2
t—test 0.510 0.608

Note: p—values for the null hypothesis “Ho: There is not a non—fundamental trend in KOSPL.”

(Table 4) Estimation Results for Eq. (18) When p=2

Explanatory variables

Dependent variable = = R
Ady_y Auy_y AUy
0.053 0.157 -0.184
N . . .
! (0.327) (2.426) (~2.854) o174
. 0.060 0.698 ~0.080
A 0.131) (3826) (=0.444) 0417

Note: Number in a parenthesis denotes a t—value.

BN

12

”6‘

A 491 0,,(1) = 091418] AL ehfe, F7hAel el et 22 52
UY0)% BAMR Sl JPelUE FAVE BAkEAe] ti B4l o

]

A}, ALstdohA e ol 21 wige] MA EHQ 4] (19)REE Em 0=
t-AAH= Aoz g & 9t

ofe]  wat  FRIHEIE Ho:iiﬁmzﬂi sk A 7Rl st

=1
Aw, = (Adyyu,)'9) VAR B¥ (18)& 45k 3247
AAE A (Table 3)2 VAR HF9 AAE

2
p=2¢] A9 BE 5% ROsEN ARAEE 712 5 gk Aow .
A3E B JFHENY 2AE EAE QAL vieRt AoR ek

9e) e
TheS JRETHE FAV} vjeksiunl 28 o spgelm F4ske Thgold
(Table 4y VAR B A2} 28 71202 4] (18)el4] Fol7l my 2% ZAzpolck 16

o

(Table 4yo] WZH 1)y, = 0.053, 119; = 0.157, 199 =— 0.184, 1hy;; = 0.06
Py91 = 0.698, g9y = 0.080°|t, wh2pA]

16 Kim(2012)2 Ad,_,9] A7t 002 AlofdE Bk
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2
) 1= 2
011(1): T 5 =—213.5,
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[Figure 4] Non—fundamental Trend and Demeaned Log—KOSPI
{Non—FUNDAMENTAL_TREND: non—fundamental trend, KOSPI_DEMEAN: demeaned KOSPI)
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[Figure 5] Fundamental Trend, Demeaned Log—KOSPI and Growth Rate
{FUNDAMENTAL_TREND: fundamental trend, KOSPI_DEMEAN: demeaned KOSPI,
GROWRH RATE: GDP growth rate)
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(Table 5) Corelation Coefficients between Variables

Fundamental trend Non—fundamental trend KOSPI
Fundamental trend 1
Non—fundamental trend 0.483 1
KOSPI —0.382 0.609 1
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[Figure 6] A Scatter Diagram between Fundamental Trend
and Growth Rate

{FUNDAMENTAL_TREND: fundamental trend (X axis),
GROWRH RATE: GDP growth rate (Y axis))
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ABSTRACT

This study analyzes the relationships between soft dollar(brokerage commission) and
characteristics of funds, and between brokerage commission and return on funds, using the
data on equity funds of Korea from June 2008 to November 2011. The result confirms a
statistically significant negative relationship between management & sales fees and brokerage
commission, meaning that rather than raising management & sales fees, which could be
easily recognized by investors, it is through brokerage commission, a hidden cost, which
asset management firms indirectly compensate for their services. Meanwhile, the analysis on
the relationship between brokerage commission and return on funds reveals that higher
brokerage commissions lead to lower return on funds, meaning at least in short-term no
contribution to increasing returns in the future. These results suggest the need for
streamlining the system to alleviate conflicts of interest between investors and management
firms in addition to effectively controlling for principal-agent problems.

= =22 2008 6g~20nE g 7|zt S0 flL2t #AY HEY X=E 0|E5HH
ADEGA(PEIs2)2t HE S4 A0 2] & fIEfiis22t SXAS AO]
of Ao thet B2ME st 24 2t 28BS & HijEa= HEIrrRt S
(-)el BAE 7Kz Aez SRIERA=, ol SXAIE 4Uidez Fesh xE +
U= 2EE H BOES +£2E S07|E0= 5747 HIEY ARMii++2E Sall 2
Moz HY0| O|R0IHS AlARIT oHH, YEmjolsa2ef HEYD Af0]2 #AE HTHE
2 A=l 224F MO goet S()9 HAE XN, HYIHC= 029
doE Mist= o 7|65HX| Rote A= SRILULt. ot 24 Zits XAt 28
Atel olsigE el 2tetet ti2|Ql Mol el SHE flet M= FHlol HedS AlAtst




SEuEte] HEARS 48 HES FAo2 20004 o]F whEA ARt ek
535 AEA delel e JHRJAIFEARR] HlFo] 20119 H 7|E 59.75%(%AL 71%),
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5 AzEgyel HHste] oheal Zo] ARojNE FEskaL Ik e This so—called soft—dollar
business has allowed anything from research to marketing to be financed by investors who
had no idea what they were buying, - ” (‘America’s mutual—fund scandal,” The Economist,

Mar, 18th 2004.)
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(Table 1) Trading Costs and Turnover Ratio (as of June 2012)

Trading | Turnover Trading | Turnover
Asset mgmt firm cost ratio Asset mgmt firm cost ratio
(bp) (%) (bp) (%)
GS Asset 10.16 129.18 Allianz Global Investors 5.91 192.37
I Investment Trust Mgmt 10.36 164.65 Alpha Asset Mgmt 10 104.79
BK SG Asset Mgmt 8.72 1177 Assetplus Investment Mgmt 8.58 178.27
JPMorgan Asset Mgmt 15.8 169.38 Wise Asset Mgmt 10.01 286.16
KB Asset Mgmt 9.31 80.92 Woori Asset Mgmt 7.4 140.83
KTB Asset Mgmt 7.14 459.3 Yurie Asset Mgmt 7.22 104.64
LS Asset Mgmt 10.05 592.4 EUGENE ASSET Mgmt 4.61 431.2
NH-CA Asset Mgmt 5.69 123.04 PCA Asset 10.58 159.96
SEI Asset Korea 10.37 120.51 Consus Asset Mgmt 13.16 231.34
Goldman Sachs Asset Mgmt 7.47 214.6 Cosmo Investment Mgmt 10.01 118.84
Golden Bridge Asset Mgmt 10.03 261.69 || Kiwoom Asset Mgmt Co., Ltd 8.48 662.87
Hi Asset Mgmt 10.33 319.88 Truston Asset Mgmt 11.82 88.63
Daishin Investment Trust Mgmt 7.95 350.25 |[|Franklin Templeton Investments | 18.91 134.24
Dongbu Asset Mgmt 7.68 303.74 Plus Asset Mgmt 10.09 136.81
Dream Asset Mgmt 10.39 740.92 Fidelity International 9.55 127.07
Lazard Korea Asset Mgmt 10.03 86.25 UBS Hana Asset Mgmt 13.83 105.89
My Asset 10.49 185.74 Korea Investment Mgmt 13.08 55.62
Meritz Asset Mgmt 10.14 383.28 Pheonix Asset 85 376.11
Mirae Asset Global Investments | 14.66 167.39 hanwhafund 9.89 104.55
KDB Asset Mgmt 9.57 760.66 Hyundai Investments 10.31 628.83
Samsung Investments 8.7 86.88 Hyundai Asset Mgmt 10.13 175.05
Schroders Korea 10.01 4884 Heungkuk Asset Mgmt 10.01 258.66
Shinyoung Asset Mgmt 9.69 113.92 ING Investment Mgmt 9.76 260.29
Midas International Asset Mgmt | 10.95 292.38 Korea Imvestagr%tt Value Asset 10.41 102.48
Shinhan BNGQE?mbas Asset 10,39 130,05 Kyobo @:@ég\:sestmem 6.32 4466
Tong Yang Investment Trust 8.71 16483
Mgmt

Source: Korea Financial Investment Association.
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excessive commission rates, or may overtrade their clients’ accounts simply to
satisfy soft—dollar obligations, Soft—dollar arrangements may also result in inferior
executions when advisers direct trades to the wrong broker to satisfy a soft—dollar
obligation.” (‘SEC wants Investment Managers to Tell Clients More about Soft
Dollar Services,” Wall Street Journal, 1995, Feb, 15, AB)

Levitt®] <|2lah o] Wok &8APE 419 HgoE XS Pujshe 29 Hel
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(Table 2) Summary Information on Fund"

2)

Year Number of funds Average outstanding balance Average fund age3)
2008 463 733.873 40.045
2009 526 879.535 47.013
2010 596 387.637 50.238
2011 673 328511 55318

Noles: As of the end of each year except for year 2011 (November).
2) In 100 milion KRWON.

1)
)
3) In months,
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A= 5= ddA HE(index fund)E AlQJste] 5524 EXHactive investment)S 3
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g, ol AHEAHo] AWE 20094 29 olF AT HE 47} A4H 0w SN )
7115k Ao AzkErt 2 olejsh Ae WElte] Wl A FololE S 1]
Etfoliz el ufe 19 vgko $7ISheR, Bt SAMFEE A4St

Aetiriraet HEAT Atolo] BAIE EA45H] HsliAde i HES &9
et AE7E st HES] HE &S AN tiv] =& Carhart(1997)9] 42
4 AR5 E (@ -factor risk—adjusted return)< 7|2 AlwECH

A A HiE] olEs 5] S8 HEER Vv APAE SdsHAl At
olelEHlES AT ARV AHSAYAE A8ste] that 2ol ALkt

R, = H:‘E R} where
i Pij><(1.+Dij)

A
(R,;: A= 09 tY 8, n,: tY I R A= 9] jY 498,

Pl j9 717k D Y Rl

vy = o+ By, + s,SMB, + h HML, +m; UMD, + ¢,

3

ANV 1t REIESROES AR WE i8] SoBolT, 1, RPFIES
e Aol B(EE WATEE SoB)lE|, FeEsolRe 14 wy] FuAisolE
2 W 58 AR FISte] ALGIATE S el SMBE 7R RS, HMLS

12 2¢70=o) waw, A 2EHE 4= 20099 46771, 20109 6397Y, 2011d0l= 9Q7HA] 65270
2 ujd &3] Srkskal 9loen, At HE £ 96,1%((1,6987) = SHAEE FA1F 7117), ELF 588
7, AHEE 390702 HAAFT}

13 39 v7] FaA=eE 9 109 9] aAfeeE S ARESt EAskR oY A er Ayt g
SHA] oF=Th CDYES - 2007 3HRE7] o] A AAIZQ F897] 522 Q) guAe=E
I AV W2 B5E Ho|i, Yyo] FaAof vlE| 2 olf 5o U3 FHEsAdER A
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grlalel AgTIAe] AA 27), UMD= T 1Y 4olBe |Eow mHd
sledals aolt, 9] AolA] 24E ASSE olgslel HEY 2ubduls e}

m o

of Attt 14
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4848 24 200lE S 2% 719E 71 2 34 AR= WiseFNoJA &35}
Aot 1A HE RS BEYdts SMB= SAFE AlQstar Ajdof =] = M
A
=1

£ sk BR7ERE A7ER O] A 271E W Yshe HMLOA AR

e & AR FHos AP e BHEed] ddE T Ve AT
BArlslHar, & 719 BES 71E0 R AFY 30%, Y 40%, 3 30%2] EEZD L
£ ST OMD= TA 1Y 9182 71202 A9 30%, 3H9l 30%9] ZE
Ze|o2 Askt. SMB, HML 12]al UMDO] FZof glo] APz ¥ Az

& HeE BE2 44 HijEa(MeY: Sales Fee)ol 2-8E4(HAT: Mgmt
Fee)Z FHATITY 2T Aldd WE Folle dullEs didl Exe Tl Hste] Al

=2 98 AA-2FB|F A2 RS BwstYy, E ZF HEo] oft B BExA
A 59 B B4} skl 753k Aauke B tjare s sk

o] o) EAHS,E AA3E HEFH(H,Y ! Fund Size)w= A7) x4 23S
ARESEaL, HEUo|(H=: Fund Age)= AAYLEHE 7|48 € Yol(month age)?]
R2IORE FAjon, SEARTR(HFY: Family Size)= 70l di5 HEE -83k=
AAFEAPE -85k AA HEQ] g ousin, LgALe] EaMAlolA HEQ &

AAke A 12 HF T 2Ighe Hsiaen, AdEn| (a4 Affiliation) =

SHA] erott.

14 Zheng(1999), Chen et al (2004), Nanda et al (2004), 12]3l Ferris and Yan(2009) £o| o|2} =
Qe WS H8etel M AueelEe 243 o otk

15 o= HE9] AlMT} HX|7} wiWstar FxpREe] Fxpr|Tto] ularo] vla Adid o Z2 e et
Aot a1 E uj=te] L Sirri and Tufano(1998), Huang et al.(2007), Gasper et al.(2006) S|
A Bt BA7IZRS 7do® FPgeta AF54ae] 1/72 Azt vlgos vkl b glck
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(Table 3) Summary Statistics”

(Unit: %)
Variables 2008 2009 2010 2011
Market adjusted excess return 1.048 2.374 —0.399 -0.384
4—Factor adjusted return 2.339 1.648 -0.321 -0.976
Trading costs 0.785 0.649 1.151 0.823
Sales fee” 1.5674 1.542 1.430 1.351
Management fee 0.675 0.677 0.680 0.673

) As of the end of each year except for year 2011 (November).

Notes: 1
2) Front-end load and Back—end load included.

SgASh FTAY A AR BRG] Ssto] EgelAts npAuto R AFRE<)
(#57: Flow)e AH9le] 7182 ojujshe, chat o] gojeict,

S;:,t - 1

T)xmo

(Flow,: B= 9] 19 ST 58, 5,0 = i9] 19 49o)

Flow; ; = (

4R Aol ol ojele nlHY B9 ATAF| LAY £BS o] gto]

HEEAGF 55 A5G, Seuete] 49 Ao 4art 2Asue ol
ol &-3}sct
2. 4524

L L HE &
HEp 2 28 xely) 1 o]9= o2y}t At} Siggelkow(1999), Bogle(1993) 18]
Edelen, Evans, and Kadlec(2008) 5©| X &gt vle} Zro] AxEG = Egio] o
Hjgog FejElo] AFEojof & Hl§-S 24Tl fHoR o8 ThesAdol 2%

16 ARG &9 L 0Y SH ALEAD fe £E) A 4L - e, o1t 2ol Aol
£ Al BAstE ek olsteld Ashs Auks A4Hon FUd duke Pt
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(Table 4) Relationship between Trading Cost and Fund Characteristics

Dependent variable: trading cost
0] (ii) (ii)
Conont 21651 %% 20075 2.2086**
onea (0.411) (0.399) (0.411)
Fund size (1) —0.0508** —0.0536** —0.0514%*
(0.018) (0.017) (0.018)
Fund a0 0.1353 0.1033 0.1400
° (0.092) (0.100) (0.093)
Fomiy size (1) ~0.0220* ~0.0208" ~0.0216*
Y (0.013) (0.013) (0.013)
Afiaton 0.0085 00181 0.0062
(0.100) (0.098) (0.101)
e | ~0.1317* ~0.1296*
aes lee (0.074) (0.075)
ot oo —0,2029"** —0,2002%%
9 (0.052) (0.051)
No. of obs. 22730 22730 22730
Average R—squared 0.062 0.053 0.063

Note: The standard errors are adjusted for serial correlation and heteroskedasticity using Newey—West (1987) lags of order
two and are shown in parentheses, * ** *** denote statistical significance at 10, 5 and 1 percent level, respectively.

B4 SRS Bol/|Hrks $A4 Hlgel AZETHS Fa) PH0E HAo] o]Rof
e AR o]dh HAet SIEtul R Alolo] THAlL S-gAte] AY ofito]
we ApEAOE et 4 glck 9 SYSgA} BAde] thak ueka mape] 4
O QTSRS o §AThY, BunAe] fFo] s Sl g 4
o] obd 7hsAlo] AR W, AGLEAe] A9 EReEA] H3) AhHo.
& o] shio] Golgt wo] EAISHLE HA| Aol e Iehssty] s )

HAND 9 8HS Fo] e A9 SEasRst £ 4 Atk olgfa A

18 HEFEAE9] Aol FARte Aol nX= adt= PeiAFEY] THA T 4= itk
Barber et al (2005) X Bergstresser et al (2009)L HEEXAF 20| TR 4] 12b—1 H4549)
L SO0 K0S AR AT BileRos folgol s 98] 27k A Ul
I BISHGIT) ol &2 BARAY] IoA daljeRs A getEls A (salient)” B[S b,
Wt 2 Sela] g SR hgols] uEe] FAel wgel Aol etk et
ol WAl E(Barber and Odeanl2008] 5 FolA] AP €] Reloz FHE 2o
X% EiHattention grabbing cffect)o] 78S & Zolc}, SlEhlularrst S gus W Bojns 5
o Tt 4747 BARREEO 2 olgFlch EAA] Q14 W W8S AT Qo] %S RS FE
e, olo] thet Reh due BAL 37140l QT BRE Ao Ak,

19 A8} S572-8AF Atol] xpHAgde] disl] A8 =41 el HEA oA A=
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(Table 5) Relationship between Trading Cost and Fund Characteristics

Dependent variable: trading cost Dependent variable: trading cost
(Affiliated asset mgmt firm) (Non—affiliated asset mgmt firm)
0] (ii) (ii) (iv) (v) (vi)
Constant 2.0934%** | 22779 | 22184%* 1.4349™** 11257 1.3532%**
(0.5378) (0.5939) (0.5596) (0.3447) (0.3986) (0.3680)
Fund size (-1) —0.0467** | —0.0483*** | —0.0475*™ | —0.0857*** | —0.0855"** | —0.0817***
(0.0199) (0.0180) (0.0199) (0.0163) (0.0157) (0.0152)
Fund age 0.0716 0.0397 0.0770 0.5813"* | 0.5960*** | 0.6191***
9 (0.0963) (0.1055) (0.0961) (0.1246) (0.1200) (0.1244)
Famiy size (—1) -0.0157 -0.0181 -0.0152 —0.0171** -0.0144 -0.0164*
Y (0.0174) (0.0188) (0.0173) (0.0083) (0.0096) (0.0095)
Sales fee —0.0911 -0.0928 | —0.2261*** —0.2392%**
(0.0801) (0.0810) (0.0539) (0.0511)
Mamt fee —0.1746™* | —0,2054*** —0.2430 —-0.2006
¢ (0.0610) | (0.0566) (0.4538) | (0.4587)
No. of obs. 18223 18223 18223 4507 4507 4507
Average R—squared 0.066 0.057 0.068 0.106 0.114 0.119

Note: The standard errors are adjusted for serial correlation and heteroskedasticity using Newey—West (1987) lags of order
two and are shown in parentheses. * ** *** denote statistical significance at 10, 5 and 1 percent level, respectively.

eRlsh] Hlsl sEts ADEARE SHEARR el 24 At 9f 7hdat I3
e BRIE o AN (Table 5). =& AG A% w2 Aolg dda SRl 4
A= =8AR iuiel ARt SR R et wiude] ek RS St
2 a7 it ¥ AErt YRML 718sA] ke A EAstng Aute]
s Fels A

Lt AZEERQL HEYD}

Sxpol] FARE olole HEABE vehlr] o] giehiujirRet B
2810 A olEE TS| S HetholeRe} A=A Aole]
2 2N% Bt ek JeiiarRet HE B4 Aole] Tl the SRR
ozl }oo AT}

Performance; ; = constant + 38 + TradingCost; ,+ T - Controls,, +¢,; :i=1,..., N,
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o714 #H| Performance; ;= tAIFONA Y] HE 9] Hak2 A% tiv] 2at4=<]
E 9 484 HEA,EC|LL, Trading Cost; = At tiv] SiEmiullm52 H]
Folth, A=A} BE AYPAES FaLste] HE §4 SANsREs deqtR,
HEvo], 8ANFE, AYEn], A5, 1 By B9 HeRs 8Hp0)
W RS aEsleh, A ddTtel] wad, HER W HEvol= HEAT o] Gk
= & 7 e AR AHEY|E st I aike dAtuitt AolshAl yehkal Qi
oAt W ALUTE 7} $8A) thro] MES 2851 4 BojA A
ARG G el Uetel S WSt Wh Zas,
of SiEmini= E’GH 441:/\447} AlALEehH 9 A gErol H(+)ef = 7t
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AAThEAH] - AlolAd[2012] Z). T Al 28 HExE 9aiy) Ayl Yo dEarE
o AggEavpan o 2 AF4EU9 vgAHe] ZABK: A9 HEAs] B 8ol sk
oFS- 4= QK (Chevalier and Ellison[1997] ¥ Sirri and Tufano[1998] = Za1), o]yt v AL 7]
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(Table 6) Fund Performance and Trading Cost: Market Adjusted Excess Return

Dependent variable: market adjusted excess return

(i) (ii) (iii (iv) (v)
Consiant 0.2454 0.3328 0.2623 0.4230 0.4378
(0.342) (0.377) (0.366) (0.324) (0.351)
Fund size (1) 0.0051 0.0062 0.0059 0.0042 0.0049
(0.013) (0.013) (0.013) (0.013) (0.013)
Fund age —0.0902** -0.0753 -0.0858* -0.0842* -0.0792
(0.046) (0.047) (0.049) (0.045) (0.049)
Trading cost —0.0606** —0.0636™* -0.0613** —-0.0612* —0.0621**
(0.028) (0.028) (0.027) (0.028) (0.027)
Famiy size (1) 0.0061 0.0063 0.0064 0.0064 0.0066
(0.010) (0.010) (0.010) (0.010) (0.010)
Aflation 0.0593 0.0687 0.0708 0.0591 0.0724
(0.119) (0.120) (0.125) (0.110) (0.115)
Fow 0.0036™* 0.0035"* 0.0036** 0.0036** 0.0036™*
(0.002) (0.002) (0.002) (0.002) (0.002)
KoKk
Sales fee + Mgmt fee 70(8(7)22)

Soles feo —-0.0411 ~0.0430
(0.036) (0.036)

Mgt fee —0.2764*** —0.2704***
(0.084) (0.088)
No. of obs. 22,730 22730 22,730 22,730 22,730
Average R-squared 0.054 0.057 0.056 0.059 0.062

Note: The standard errors are adjusted for serial correlation and heteroskedasticity using Newey—West (1987) lags of order
two and are shown in parentheses. *, ** *** denote statistical significance at 10, 5 and 1 percent level, respectively.

(Table 7) Fund Performance and Trading Cost: 4—Factor Adjusted Excess Return

Dependent variable: 4—factor adjusted excess return

(0] (ii) (iii (iv) (v)
Constant 02117 0.2958 0.2310 0.3797* 0.3978*
(0.232) (0.253) (0.253) (0.210) (0.227)
Fund size (1) 0.0048 0.0061 0.0055 0.0040 0.0046
(0.008) (0.008) (0.008) (0.008) (0.008)
Fund age —0.0921*** —0.0785%** —0.0875%** —0.0858"** —0.0809***
(0.027) (0.027) (0.027) (0.027) (0.027)
Trading cost -0.0371* -0.0403* -0.0379* -0.0386* -0.0396*
(0.022) (0.022) (0.021) (0.022) (0.021)
Famiy size (1) 0.0062 0.0062 0.0064 0.0066 0.0068
(0.006) (0.006) (0.006) (0.006) (0.006)
Afliation 0.0620 0.0603 0.0680 0.0675 0.0733
(0.072) (0.072) (0.072) (0.069) (0.069)
Fow 0.0036** 0.0035"* 0.0036** 0.0036** 0.0036™*
(0.002) (0.002) (0.002) (0.002) (0.002)
Kokok
Sales fee + Mgmt fee 70((%?3)
Soles feo —0.0367 -0.0368*
(0.023) (0.022)
Mgt fee —0.2747** —0.2704**
(0.111) 0.112)
No. of obs. 22,730 22,730 22,730 22,730 22,730
Average R-squared 0.047 0.051 0.050 0.053 0.056

Note: The standard errors are adjusted for serial correlation and heteroskedasticity using Newey—West (1987) lags of order
two and are shown in parentheses. *, ** *** denote statistical significance at 10, 5 and 1 percent level, respectively.
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&l HY AY49]E(1—month forward rate of return)¥}e] HAE =43}t 3
A EYE (Table 6) X (Table )} T} SATEL] AAE 245k 4]

A A= (Table 8) (Table 9ol AZ|atA=tl. w719 H=wull==7}
FoEN sAYCR FoRt IAE THAA] Y ERlskiTh

ZEZY Q9 ¥} 4oER AldEE d o UNES AupE7tol lof AleFAld
Floeuz 18B7] =9l &(1—quarter forward rate of return)S SEHSEZ sho] 7}
2l | PEAE £ Ay JAH oz FUS AE A H(Table 107} Table 11).
ojget At A~ ETH L @rjHom nlgjo] 400 7|of5hA] g AIARRITE 22

(Table 8) Fund Performance and Trading Cost: Market Adjusted Excess Return
(1 month ahead)

Dependent variable: market adjusted excess return (1 month ahead)
(i) (i (i) (iv) v)
Constant 0.0664 0.1244 0.0672 0.2739 0.2721
(0.309) (0.319) (0.316) (0.287) (0.293)
Fund size 0.0081 0.0091 0.0086 0.0071 0.0075
(0.012) (0.012) (0.012) (0.012) (0.012)
Fund age —-0.0840 -0.0763 —-0.0860 -0.0790 —-0.0806
(0.051) (0.055) (0.057) (0.051) (0.057)
Trading cos! 0.0045 0.0030 0.0048 0.0037 0.0039
(0.027) (0.027) (0.027) (0.027) (0.027)
Famiy size 0.0088 0.0088 0.0089 0.0090 0.0090
(0.012) (0.012) (0.012) (0.012) (0.012)
Afflition 0.1363 0.1369 0.1382 0.1080 0.1104
(0.168) (0.166) (0.163) (0.171) (0.166)
Flow —-0.0002 —-0.0002 —-0.0002 -0.0002 -0.0002
(0.001) (0.001) (0.001) (0.001) (0.001)
*
Sales fee + Mgmt fee 7(%%5228?

Sales fee -0.0137 -0.0145
(0.036) (0.035)

Momt fee —0.2748*** —0.2688***
(0.076) (0.078)
No. of obs, 21,967 21,967 21,967 21,967 21,967
Average R—squared 0.047 0.051 0.050 0.052 0.055

Note: The standard errors are adjusted for serial correlation and heteroskedasticity using Newey—West (1987) lags of order
two and are shown in parentheses, * ** *** denote statistical significance at 10, 5 and 1 percent level, respectively.
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(Table 9) Fund Performance and Trading Cost: 4—Factor Adjusted Excess Return
(1 month ahead)

Dependent variable: 4—factor adjusted excess return (1 _month ahead)

[0) (ii) (iil) (iv) v)
Constant 0.3647* 0.3994* 0.3544* 0.5711* 0.5573**
(0.215) (0.216) (0.214) (0.225) (0.224)
Fund size 0.0075 0.0090 0.0080 0.0065 0.0070
(0.007) (0.007) (0.007) (0.007) (0.007)
Fund age —-0.0943*** —0.0867*** —-0.0957*** -0.0887*** —0.0899***
(0.027) (0.028) (0.029) (0.026) (0.028)
Trading cosl 0.0130 0.0114 0.0134 00111 0.0115
(0.029) (0.029) (0.028) (0.029) (0.028)
Famiy size 0.0057 0.0056 0.0058 0.0061 0.0062
(0.007) (0.007) (0.007) (0.007) (0.007)
Affition 0.0048 0.0119 0.0134 -0.0173 —-0.0085
(0.166) (0.162) (0.160) (0.169) (0.162)
Flow 0.0005 0.0004 0.0005 0.0005 0.0005
(0.001) (0.001) (0.001) (0.001) (0.001)
Kok
Sales fee + Mgmt fee _?Oogg %

Sales fee -0.0133 —0.0131
(0.022) (0.020)

Mgt fee —-0.2851** —0.2794**
(0.111) (0.111)
No. of obs, 21,967 21,967 21,967 21,967 21,967
Average R—squared 0.041 0.044 0.043 0.046 0.049

Note: The standard errors are adjusted for serial correlation and heteroskedasticity using Newey—West (1987) lags of order
two and are shown in parentheses, * ** *** denote statistical significance at 10, 5 and 1 percent level, respectively.

(Table 10) Fund Performance and Trading Cost: Market Adjusted Excess Return
(1 quarter ahead)

Dependent variable: market adjusted excess return (1 quarter ahead)

[0) (ii) (ii) (iv) (v)

Consiant 1.0891 1.2090 1.0820 1.6647%* 1.6473%
(0.877) (0.910) (0.904) (0.782) (0.806)
Furd size 0.0126 0.0156 0.0138 0.0096 0.0107
(0.033) (0.033) (0.032) (0.033) (0.031)

Fund age -0.2426 -0.2248 -0.2545 -0.2284 -0.2394
(0.154) (0.167) 0.172) (0.153) 0.171)
Trading cost 0.0107 0.0062 0.0127 0.0071 0.0090
(0.071) (0.072) (0.071) (0.072) (0.072)
Famiy size 0.0231 0.0227 0.0229 0.0238 0.0236
(0.036) (0.036) (0.035) (0.036) (0.035)

Afiiation -0.0858 -0.0596 -0.0773 -0.1004 —0.0901
(0.548) (0.540) (0.539) (0.546) (0.537)
Fow 0.0001 0.0001 0.0003 0.0000 0.0003
(0.003) (0.003) (0.003) (0.003) (0.003)

Sales fee + Mgmt fee 7(8(1);2)6

Sales fee -0.0035 -0.0053
(0.123) (0.119)

Mt fee —0.8390™** —0.820 1%+
(0.243) (0.248)
No. of obs. 20,431 20,431 20,431 20,431 20,431
Average R—squared 0.042 0.045 0.044 0.047 0.050

Note: The standard errors are adjusted for serial correlation and heteroskedasticity using Newey—West (1987) lags of order
two and are shown in parentheses. *, ** *** denote statistical significance at 10, 5 and 1 percent level, respectively.
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(1 quarter ahead)

(Table 11) Fund Performance and Trading Cost: 4—Factor Adjusted Excess Return

Dependent variable: 4—factor adjusted excess return (1 quarter ahead)
(i) (ii) (iil (iv) (v)
Constant 1.5426™* 1.6256™* 1.5112% 2.1301%* 2.0840%**
(0.615) (0.591) (0.609) (0.576) (0.575)
Fund size 0.0127 0.0178 0.0150 0.0095 0.0118
(0.019) (0.018) (0.018) (0.019) (0.018)
Fund age —0.2672*** —0.2465*** —0.2745"* —-0.2513*** —0.2580***
(0.087) (0.088) (0.092) (0.085) (0.090)
Trading cost 0.0148 0.0108 0.0185 0.0090 0.0125
(0.071) (0.072) (0.071) (0.071) (0.071)
Family size 0.0118 0.0113 0.0118 0.0132 0.0131
(0.021) (0.021) (0.021) (0.021) (0.021)
Affiation —-0.0567 -0.0318 —-0.0390 —-0.0702 —-0.0505
(0.516) (0.502) (0.506) (0.518) (0.508)
Flow 0.0016 0.0015 0.0016 0.0016 0.0017
(0.003) (0.003) (0.003) (0.003) (0.003)
*
Sales fee + Mgmt fee 7%103723
Sales fee —-0.0234 —0.0226
(0.078) (0.073)
Momt fee —0.8740** —-0.8527**
(0.343) (0.346)
No. of obs. 20,431 20,431 20,431 20,431 20,431
Average R—squared 0.036 0.039 0.038 0.043 0.045

Note: The standard errors are adjusted for serial correlation and heteroskedasticity using Newey—West (1987) lags of order
two and are shown in parentheses. *, ** *** denote statistical significance at 10, 5 and 1 percent level, respectively.
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(Table 12) Robustness I: Fund Performance and Trading Cost
— CAPM Adjusted Excess Return and 3—Factor Adjusted Excess Return
Panel A: Excess Return
Dependent variable: CAPM adjusted excess return
0] (ii) (ii) (iv) (v)
Trading cost —0.0502** —0.0531** —0.0505** —0.0511** —0.0515**
9 (0.025) (0.025) (0.024) (0.025) (0.024)
Dependent variable: 3—factor adjusted excess return
(i) (ii) (ii) (iv) (v)
Trading cost —0.0421* —0.0454* -0.0428* —0.0431* -0.0439*
& (0.024) (0.024) (0.023) (0.024) (0.023)
Panel B: Excess Return (1 month ahead)
Dependent variable: CAPM adjusted excess return (1 month ahead)
(i (ii) (ii) (iv) (v)
Trading cost 0.0065 0.0049 0.0069 0.0055 0.0059
9 (0.027) (0.027) (0.026) (0.027) (0.026)
Dependent variable: 3—factor adjusted excess return (1 month ahead)
(i) (ii) (ii) (iv) (v)
Trading cost 0.0073 0.0055 0.0077 0.0061 0.0065
9 (0.026) (0.026) (0.025) (0.026) (0.025)
Panel C: Excess Return(l quarter ahead)
Dependent variable: CAPM adjusted excess return (1 quarter ahead)
(i) (ii) (ii) (iv) (v)
Trading cost 0.0100 0.0054 0.0128 0.0057 0.0083
& (0.058) (0.060) (0.059) (0.059) (0.059)
Dependent variable: 3—factor adjusted excess return (1 quarter ahead)
(i) (ii) (ii) (iv) (v)
Trading cost -0.0016 —-0.0062 0.0015 —-0.0060 —0.0032
9 (0.061) (0.062) (0.061) (0.062) (0.061)
Note: The standard errors are adjusted for serial correlation and heteroskedasticity using Newey—West (1987) lags of order
two and are shown in parentheses, * ** *** denote statistical significance at 10, 5 and 1 percent level, respectively.
SRR L]
o] Elton et al

Aukae] AR A2 Zabyute] R R
@ 73 A&Eo] Shek2 MY ZWAI} &
MAokae] 4O RIE Fapn el 42

o,
A=)
i
r
ol
ol

|

H, o

5
k
g

155



156

N
O
<

jus)
=)
30
i
©
fu
2
lo
il
fr

o
=)

o
N
e
Ty
N
N
N,
o2t
_O|L
k
%0
rr
23
N
=)
u
N
)
_r;

if
i)
rg
©

T S D
= Fastgch 2

3. NAE

A e B4 A, Sletulerst BERAR) @A ofel] BAH G 1]
N3 @12 0R uje] SelolE sofaln] Ehe FOE Urehdr) olefat A
ApAjot S-8AR] ol Eel gstel thelel BA|Y AAFAQl BAZ 95t Alw AH|

AS AR R0E AZIE,

Sefuere] B9 HEAGY FHEALC] B WE O BAY Al B 7
ol Algsz 85 W AP AgTE 4NN TS L EAZAAARRE HA
EL HOR ARG olofe ABWE WS B
el SRR A e B e M

Ho R BMAAHIAE YR AlgRten 1 Y EH§ HEE A L &
ZEDYE AHtke 2798 AAE FA8 St
EAHFEFAEAD Y fEtluie]l teids TEEWR-EAI7IE 452004 “SHEIA
of gt e Algtle Au|ae] A3t o, o2 S7HSAl Alwthe srRE 5=
arsto] gl Ql e WolA Algsteiof sh, Amet ZAY A glo] S7HSIAR ZF

24 o]9} W#HSFY] Lehman and Modest(1987), Admati et al (1986), Conner and Korajezyk(1991) %
Grinblatt and Titman(1989)2 #+a13}e},

25 o3t Aut= HEESO| 2E8AIEAofA] AAgH ‘?ﬂﬂ“?ﬂg A8 27|11 QAo sl ol&g AV
SHA| 2t} Sensoy(2009)0] J5hH, wl= HEQ] Z-9- 8A|ZA oA Adgt HIXutEE AARE w2
A = o7t AX] g2, feuetlAE o] 7}*‘5—*30] e 4= s AoE AL,

2 A7le] 2 FANE 15T B Ukt WS Aefstel Aol T 20084 108 ol
A7) Ajska SAslanE, BAHoE fAR Aute selska

SRR /2013, 1l



(Table 13) Robustness II: Fund Performance and Trading Cost
— Against Preannounced Target Benchmark Portfolio

Panel A: Excess Return

Dependent variable:

market adjusted excess return

(i

(i

(iif)

(iv)

(v)

Trading cost —0.0606** —0.0636** -0.0613** —0.0612** —0.0621**
& (0.028) (0.028) (0.027) (0.028) (0.027)
Dependent variable: 4—factor adjusted excess return
(i (ii) (ii) (iv) (v)
Trading cost -0.0371* —0.0403* —0.0379* —0.0386* —0.0396*
9 (0.022) (0.022) (0.021) (0.022) (0.021)
Dependent variable: CAPM adjusted excess return
(i) (ii) (iil) (iv) (v)
Trading cost —0.0502** —0.0531** —0.0505** —0.0511** —0.0515**
o (0.025) (0.025) (0.024) (0.025) 0.024)
Dependent variable: 3—factor adjusted excess return
(i (ii) (iil) (iv) (v)
Trading cost —0.0421* —0.0454* -0.0428* —0.0431* -0.0439*
¢ (0.024) (0.024) (0.023) 0.024) (0.023)
Panel B: Excess Return (1 month ahead)
Dependent variable: market adjusted excess return
(i (ii) (ii) (iv) (v)
Trading cost 0.0045 0.0030 0.0048 0.0037 0.0039
9 (0.027) (0.027) (0.027) (0.027) (0.027)
Dependent variable: 4—factor adjusted excess return
(i (ii) (ii) (iv) (v)
Trading cost 0.0130 0.0114 0.0134 0.0111 0.0115
o (0.029) (0.029) 0.028) (0.029) (0.028)
Dependent variable: CAPM adjusted excess return
(i) (ii) (ii) (iv) (v)
Trading cost 0.0065 0.0049 0.0069 0.0055 0.0059
o (0.027) 0.027) 0.026) (0.027) 0.026)
Dependent variable: 3—factor adjusted excess return
(i) (ii) (iil) (iv) (v)
Trading cost 0.0073 0.0055 0.0077 0.0061 0.0065
9 (0.026) (0.026) (0.025) (0.026) (0.025)

157



158

(Table 13) Continued

Panel C: Excess Return (1 quarter ahead)

Dependent variable: market adjusted excess return

(i)

(il

(iii)

(iv)

(v)

Trading cost 0.0107 0.0062 0.0127 0.0071 0.0090
o (0.071) 0.072) 0.071) 0.072) (0.072)
Dependent variable: 4—factor adjusted excess return
(i (ii) (iil) (iv) (v)
Trading cost 0.0148 0.0108 0.0185 0.0090 0.0125
o (0.071) (0.072) (0.071) (0.071) (0.071)
Dependent variable: CAPM adjusted excess return
(i) (ii) (ii) (iv) (v)
Trading cost 0.0100 0.0054 0.0128 0.0057 0.0083
& (0.058) (0.060) (0.059) (0.059) (0.059)
Dependent variable: 3—factor adjusted excess return
(i) (ii) (ii) (iv) (v)
Trading cost -0.0016 —-0.0062 0.0015 —-0.0060 —0.0032
¢ (0.061) (0.062) (0.061) (0.062) (0.061)

Note: The standard errors are adjusted for serial correlation and heteroskedasticity using Newey—West (1987) lags of order

two and are shown in parentheses. *, ** *** denote statistical significance at 10, 5 and 1
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