A2FAHADCI EXNINE+E  HEEE SH2=Z2

sAMAD L} TR H5E  HYYL FHo=

dEEARH) - FFS(ZTAW) - oA (AEH)

I. A&

Jensen, Meckling(1976)¢] A= o]% gl o2& Aol #4E 7[9S 7HHoe=
stal, AdAret AfF Abole]l WAE = APAre] 73] Fol A Fr)et ol tE AfF
FACAE FACE HGAe dgEHE AWEr] fd F8&5o $koh ey HS gigldd

o] &L AMFFe] 73 FF Fr]oA B = A o] 9 (private benefits) A2 A%
Aol ol Fsxial ot AwFFL] ARH o] FG& A4k iv?ﬂ A (cash flow rights)
Bop 2335t 323 AwiA(voting rights) S AL 4= 7] W&o TAE = Aoz F
Zalal 9 th(Bertrand, Mehta, Mullainathan, 2002; Gao, Khng, 2007). 53], 4 Hda A+
= olgldt 7|49 Hr3dk Aol F=GE B Y ¥ (tunnelling) ]2t *] & 31 (Johnson, La
Porta, Lopez—da-Silanes, Shleifer, 2000), A~ F-F50] th3t BT X7} F-F3F o7}l A
AsH s Yeve AW4ds 743
HH o2 Bdd (tunnelling) 719 BAA4Ld(@w, A, A2 Sl oig AujsFF2
Fek 92 o|n|3}H (Atanasov, Black, Ciccotello, 2008), A eFere x| w9 7]
3] X—q. 71l o8 LAY H #A AFe AuwFFY 7EFoH 57 F o)
U= F217] 34 (investment opportunities set:I0S)ell FH3ta gtk A APAF= A

M) TN R EALES oz ddsle] oFelHE JoR Mustu
<

19

&
NOH e
1o, r_?L

Uom o]z Ao] o] Fof XA = V|Fbell = FARFFo] AAstR v AFSF AT AAE
A tHMcNichols, Subben, 2008). T3l A{ AFE= Fx7|3]5Fo 3t x| ujFFo 735
o §7] 7MERE gl fFAwxES AHeA st Al 73 Fe]F Fagw
of A&37] gk 7ol st TAE AASIHBar-Gill, Bebchuk, 2003). ©]# g 7] 3] 5
o)z FA713] F71= 719s HLdFA wE 74 AstE AZEo txF < HEH

A2 AA = A (Wei, Xie, 2005).
E3], B A7E gHdg geyHsE AdIA
T AL3|A 7+ B YR ARE F 3

& RANE ARt ol $elve

o 4 FH A AFg-ehE, Aol A dE oo &
AL 7 b8 Ad3Ate] FIlFANE T8l FAEE AEzE Widska, ol gk &9
e 7F WA Hd" ddez A0l olsfstar 7] wEolth & =°f, AuF
T Ao ApHol s A EE Aol Fetrw, olF fd ADA Ik wiEAHE A
FH oz o] gsto] LeFEFo ol A ¥ HlEEE AdErIvt AT

AT AL v 2o A2 2 dTe v AdA e Addge &
& WS dusta, A3 ASEAS 9 dTEFor AU, meAd, ASEA
2y 2 mEAel Wi WES & sk vk aElal A4 2 Aol FRE vk
o ASEY Adst ol iR e AASAL, viA T e R ASEE & AT T 2
=3 A S A=sked
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2.1. BE” I Lf{A A

La Porta, Lopez-de-Silanes, Shleifer(1999)2 ‘@54 7| thelel &A1 4e Auja

& BT ANFEFI GR2AFT R AAeNA WA= NHFH P9l e’

olgbim At EF olEe AuFFet gRaoEie g FAE hFEF A
A% AWFD £AFFE BEFE BAFAL FAR A0l UL AAsrin FY59

A Fels 7HAA dnkal FAEE T 58] o] §
J 5, FAAR d 2= AT T AMH {8, 2dFFE AEsteE A3 o =<l
7194249 ol oprlek= VA Tol Uk
dukxlow Bdeo] A1 ARl ok v ALEAR] JALAA, 73] F A Ak,
H AR F2p Foll ol A Ha 1 AR 7)o FRAEH B dFEFe] de
HEHoZ 7|Q7EA 9 g oz ooy FdE vt (Atanasov, Black, Ciccotello, 2008).

v e By 9 A4 #AF e FgQlo] foldkx| ka HH A FA
o] 2] & AF3}o| A Bertrand, Mehta, Mullainathan(2002)& Al D3] Al 7+ €@

SAE AANSAT. E£3 Baek, Kang, Lee(2006)= $-2vel A7 W g =
AE glst7] Al FadsA Al ALS|IAL 1 A7F wjzt s AujFFel A e
7tAS® Wizt et A9 AHEAGS] ghgo] o]d tis] FAAY Aom FHSAT 53
Villalonga, Amit(2006)= E'2d "ol ek ApEAge] vhg-2 AujF5=9o] Aujdo] ojugh +
ZE zZtertel 9y dokal FAs AT S ol e S g AuFFo] A e
A F7F s Aol AT 7 US5S AAFEH

7192 AE3AL BAE 8 g = ARFFE2E A5 sH(La Porta, Lopez—de-Silanes,
Shleifer, 1999; Claessens, Djankov, Fan, Lang, 2002; Holmen, Hogfeldt, 2005). &3], 71
b wAEAE T AT ARAEER I AAE FASte A9dS A ¢ A
of HAGoA 7P ol ARl AbAoldE fF ARdGE s HAZT
(Bebchuk, Kraakman, Triantis, 2000). 53], $guete] A Auj=5 2
HAAEE oldo=z AdAQl TAHS PAtet low, AujFF= oo w

4 % £71% B4k Arh(Ahn, 2004).

=

B Lo] AujFEFE B39 & (entrenchment effect)S Fa A1) A o]e] S5t 39
£ Hows 5 tH(Ahn, 2004). B39 E3e AujFFe AAlE 71 Abeloll wxFEA}
FHZ AEE TFdte 45 AT ALS BHFg 7192 Z7 Aol 54 € aAE
FAstal, o5 719 dut R LT Fo] AuFF PE AT folun A ujF
T A AAR Y P& AY e HEske ool o AAA Hiz, oled A ujFel A

FAE S8l Al AHEe s 53 ¢ e =4

R
g
X
rir
El
_}|.j_|‘
e
>
o
m
rlo
s
fof
L=
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22. FA7|FE

o 3lF(I0S)e] ABgAte] 713594 w719 #AdE Aew 3
4&4.H%ﬂ~fﬂﬁ3%-€%ﬂ-ﬂ%ﬂﬂ olaf AR L, o] FAVIFE Y
S A3 AR BEE AFdd o dFS S F Adk(Myers, 1977; Bizjak,
Brickley, Coles, 1993). A= 9§ olsi&A e} vlas] & w Fx17]3)d sk tpksh
AHEAHI olef Azt 34 <
1982). o5 A7+ FAFE AAo| o]z

o
mlru

=
-‘jril‘%i xﬁ:ﬂ,o}ﬂ] Z”Q EXV} % Z}ﬁ-‘ﬂ 7]3 A o ol
F43F 2 (Bar-Gill, Bebchuk, 2003; Wang, 2008), ¥4 A= 3 Fxlo) wE
43t HHoz $HHQ VT dF JhsAdE A7 (Wed, Xie,

)
_0|L
K
ﬁ M

4 A el
E:
a

19
oXx
2
ol
o
m1ru

719eA FALEE JYFAY B 719 FId8E oA, wHCE T THA
2 7 A O]E}(Tltman,WeL Xie, 2004).

o] 9] (expropriation) 7}F54<& 1L
Al & o, FA7|EeFEe] U dde v Fadh dged FAEZ #Aagd 5+ 3l
4 1 H

_Bi Mo

(Jensen and Meckling, 1976, Myers, 1977). FA7]13]| ol g ols]#AI A} 3 A x|
AE Q& YATAE FEetA =, ol g HAelA A ALl AMH o]o)s F
Tt HEHS AT 7hsAdo] molA A Ak 7ol AMe FA73] = AAd A A
Ql #Fo] EVFsata, olE oEA FAT ZRIVEY dEiAE 7E £delA TdE oA
< dg 4 gtk
T8 o] 714 vhrFek Alekxdel W= gkl tis oln] ofe] LA A7
a1 9l ol & £}, Skinner(1993)+= I0S7F 3| A7 o] Aeeo] Fa3 s v & = 9l
thal FAEAL, o= ARATE Za e A B ASH 55 o8] A E ozt
FAstAnt oy gk FAel v Fo] E uf, AFA IR AfFAwAAY s T8 S
= Abolel M AHEAS 7 ThesAd S wig E=rhal 2
2.3. d+7HA

Ul ZI4A T HE A8 = FEuve 7199 ZIgAm TR SR AujFF
7F Aale]l AfdEYg 2d AujEoe] ©$ =i (Ahn, 2002), o3 Akl A wjFF=
719 A T dFE ALY AP ol FE 8 H3A 7= B " (tunnelling) ol
s 7l ZbsAdel WY Eue ASTAE AASATHARn, 2013). =rele] AFAASI
Faccio, Lang, Young(2001)¢] A7 23 % A = LFA8d g7t =2 7|FdolA H
98] Aol A5 dEEH I, AEAGAA o] thE R0 ®m FA A9 Wigo] BAHY
ASETAE AASEAT
HI7HA HE"E 3 AfA A E T8 el wel AP AR A% A o
FojA Al i Ak @A 7Y 1 WEAHE 3 HE"E Ths A S A% dF A5l

e
-

r1r
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FE At o= £, Lee, Sohn, Choi(2006)+= &l=rel Fx71del o asix+= o] A7}
AE o] &gt A3 9}t 2 7|3 Fod PEHE AT S}Qi%tﬂ, A Ay
AAL WEAY vs wjEFeldEs % Alold F9

gk
ol ol¥d A Fride EAHE ol&F HEY *15‘3}51 A=

skt

7M1 thexde] dgstohd, afA AR sk By Abelo] #aAe] EAgT
M 2 thexdde] dgsthy, FA718RE 9 Hdd Atele] #yge] EAg
TAA

31 424 EY

AT P HRYZIEE ol xAe] tE FamiFre] HivbsAel vAe 4%
& Ay 8 thy 2o AR 2Ys stk 2 AT g FAer g
54 FES BAE] 99 g FAVHE BdlE A5EY adAAgE o &5k
Invegt Mg ZASA B 2 A AT 854 gl T8¢ #
Ae Az g8l AuFEFe 78T 712 Govern WFe Bl dEwFE Ul
RAAYN G 2g tehle Tunnel Mg A€ sglt

Tunnel, = a+ b, Govern, + b,nvest, + b; Govern X Invest, + b, CFO, + bs DEBT, +
bs GROW, + b,SIZE, + by GROW, + byABSAC, + b,yAQ, + b, DI+ b,,DY

o] 7)1 A, Tunnel = B A S| A &/ Z v & N
Fwest =527 3t gl ¥4 @01 H S5
Govern= (X v} FF A W AA & — &
CFO=99g85 ol AFsE/m&d
DEBT = Z%-A %24
SIZE=1og (7] DA E A A7) )

GROW= (371542 — 71540 /2171 %44
ABSAC="A /A7) A5

AQ= BIGL 8 A W21 1, oW

DI= Ay n i 4=

DY=d=dn| ¥

FUARE)

3.2. 2FA A9

1 H =] % ( Tunnel)

o

717k golshd itk ¥ dFE Hdy

filo
N
iy
ax
o
fitl
teh
r o
b
rlr
d Nt
oZi

oA EHEE
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A2FAHADCI EXNINE+E  HEEE SH2=Z2

FE 5 Yt FFOE /1Y W SERAA A FEI AYATE o)l Hn
A AdE B AR Adole FTs oz A5yl W FHL Aty 9
ool ERwAA AdE W E9Y w4 b /19 d9ast ovaRs
B AREFG] G2 U ga BHF BAge] EAGh Wby X AP JIA
AN EEE FUAI A EEuAL AdE o83 APl EARTE B, ofF
Huddel geusz Adsen. 53, & A7 5dge S48 6 6% 7195 A
A7 WP AYE FRE dusE s

WA S FAH D AfEE AF B0l ohly] g A FA Aol
oelg WAL £ B 5 Utk o] WolE &Y T o FA JjHon o
s HelA Adue] ARHQ ARl MAEHOR oFelW sbeel ik F, hy
9 olgol =W FYAE FFe| ojomrh Mg AHelee Fyste: fale] 43
7 W] RYRRANE A% HdPol AT = 9

2) 2FA WA 2 (Govern)

FAZIE S FAFEo] AEHES 25t FU7MAE
= 43S Zd(Jeon, Kim, Kim, 2002). B %ol Fx713 ¢S 719 W ol #AA 3+
o1t oA A} AP pAAo] =TT Modigliani, Miller(1958)% 9k 2HR A] ol A
A @A F27138]d o]EdS Hon Tobin(1969) F4+7]13]7F Q(FA7}7F Hk-3-3}
A ¥+ ‘fundamental)ol] FEHHAIGE= AES RAY. B AF+= Gaver, Gaver(1993),
Baber, Janakiraman, , Kang(1996)¢] <1 HE S8l FAV S ves
[e]

[e)
zqetgtt 53, FAH5ES shbe Mew dsrlne

o)

E7H+ 3715 A) /F A7

e,

MKTBASS = (8525 <1293
PPE= (@A) (T4 5 X 128571+ 471 23))
RD= (A3l 2 & AR RDAZ ) /(A2 714))
(%gg#é}%‘_xlzg%—7}+%7]$jﬂ)t 1/n
MVAGR=[ (L F2 =129 57+ A7) 58A) ,_, ]
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=
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1o
o X
2L

= ofd 3 FAES 9
3}

Al 7] = TXP%‘*%% oOH AP%’ E%% Ao Y=ol HYFA Al (over-investment
problem)= A3 713]7F 22 7|ddSFE 9 A Aoz FAHL o A 2 dT =
NATFE(SIZE)S} AR (GROW) WFE EAAFE 363U 4Q Hoye HIIAW
el e FARQle]l ¥ A ek FARRIRTG AbEA ] o SFsitkal g A 7] Wi
of AujFFe] FA7FFE AARAAA T} F9 A4 FHE A5 4 AH(Ahn,
Kim, 2011).

3.3. FE7A

o= 20029 5E 2008 129 31Y A SFFAAY Lo AAEo =
Hel T (1) 71gAa T2 #a" ARV J57Es 3 71, (2 HFg§dl Feke 7Y
(3) AFARS] FRI} 7hsd 7|dS gRo2 HAAEH

WA 270 (3 HEe] G717 2002d olF 2 AR e Seve FUEY A
ABAAZIOARDAE A 7199] /1A 7ol ol ol $As2 i 20
HE FA RRVE 487} ol g7bssy] WRelth F4Ye AW olfE AxYAG
A7, ARAL HHEA Aol Reme oo e FAS Aoz AR, ¥
A9 AFARE (F)BFAEH7e) KIS Valueo] 4 32619100 FEL 20024 % 2008
A7 W 2 1E @A FAAG L AFEel gt 128 22 Az HFets /19

Table 1. Description of Sample

Years(2002~2008) total

Total Sample 4,080

deduction : Finacial firm 490
No—non financial data 6738

No- firm's governance data 607
Qutlier 128

Final Sample 2,177
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4.1. 7125 AF

X H o]

L

R4

R FEMS HE
o R S 2 A
gAY Fre %4

Tunnel W45 <ujo] 7| x& & w, ¥ 7|9 FvE T H+

12%A =7 DA Akl WEAYE T3 dAFHA™S sty T AAMGFe AFA

WA gl e} FA78 ¢ A5 HE (T ZH7F 0.2142(0.2092)9F 0.2846(0.2564) = 3E
271 W AT AFAT A Aol Addek HE st A ASS n s

DEBT ®5= 93917] o|% AH-o FAjuls A4 9 5 Tt AT

|

(<]
=1
o

=
A sk S dFer At 50% olst el B BojFa vk i 2 AT

A JATFRe PEwss ALEESIZE ¥WeE= gGay 29227 27 17.48929)
1708322 Hytd} S5 Alolo] zpol7t ALl EASHA] il o= FE F 7P Re g

At EARA GEe AT

Table 2. Descriptive statistics

Mean Median Std. Dev. Minimum Maximum
Tunnel 0.1212 0.0845 0.1740 0.009 0.1992
Govern 0.2142 0.2092 0.1569 0.0007 05012
Invest 0.2846 02564 0.1234 0.0851 0.3644
CFO 0.0656 0.0634 0.0923 -0.3352 0.3014
DEBT 0.4941 0.5592 0.7726 0.0936 0.9043
SIZE 174892 17.0832 1.8541 16.0815 25,0145
GROW 0.0458 0.0183 0.2734 -0.6412 24521
ABSAC 0.0945 0.0684 0.1513 0.0199 0.3045
AQ 0.6551 1 04573 0 1

1) H5A9 2 Tunnel= A3 A 5 F9 28 Sl & 2 B3
hwest =571 S| 2 W2] QAA S, Govern= (AW F5= Al WA & — 2FAAE8),
CFO=99 & sdas5/ME, DEBT=35A/SAL, SIZE=log (7] LA 2 A4 7))
GROW= (F7) %A%k — A7) 450) [ 715245}, ABSAC="%3 9 /% 7] 225

AQ= BIGA3| AWML, o™ 0
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Table 3= T8 W b AddA A4 HRE AT 4435 2, HEd
o A TJAMF AujFFe] 7)13]F9 % 75 HElE WaEs FYTT 1%00A4
o AT wolFn vk E shle AW BALHFE WRE HagH §
o2 {93 AuPA EASA LAk F, olYd A= §F Vg AT
Fo4 Fo7h UGS HUY FRE S0P, HIYY RS 5T
Folg ARRAL EAHA B2 AAET

Tunnel2t B4 TAHEGF Govern 2 10S WS Alolo] BAA folFFolA] (+)9
HAE 2ol Utk ol AfAMiE Y e FAVE e S 7199 HE"E R
R & es AR uelFE

Tunnel W58} BAMS 5 DEBT, CFO, SIZE, ABSAC ¥4y 44 5938 (+)9
ARIAgel AT, olelF Ane FATE, AFEE, QTR D BT
o AQAFE AP V1) HaY FRE S/ oluw Una BAwse)
We Apelolt fo@ guwAst BaHA g, 99 BE 24 2de gudg
Avtelm oFo] BAGAE B B4l WFEY 45 9% EAL ¥ B4
AEs7] 98 PARRAS AN FAM WE 1 UYL AESuA o

Table 3. Pearson Correlation
Tunnel Govern  Invest CFO DEBT SIZE GROW ABSAC AQ
(p-value) (p-value) (pvalue) (p-value) (pvalue) (p-value) (p-value) (p-value) (p-value)
Tunnel  1.000
0.221
Govern 20000 1,000
0.094 0.138
Invest — 50— —o000 10
0.039 0.023 -0.097
CFO 0.101 0.732 0.034 1.000
0.159 0.041 0.216 0.139
DEBT <0.000 0.692 <0.000 <0.000 1.000
0.252 0.153 0.159 0.104 0432
SIZE <0.000 <0.000 <0.000 <0.000 <0.000 1.000
0.031 0.016 0.106 0.19% -0.072 0104
GROW 0.536 0.562 <0.000 <0.000 <0.000 <0.000 1.000
0.099 0.267 0.074 -0.539 0.137 0.105 0085
ABSAC 0001 <0.000 0.036 <0.000 <0.000 <0.000 <0.000 1000
4 0 -0.056 0.0094 -0.02 0.004 0.079 0.136 0.004 0.023 1000
0.228 0.037 0.5678 0.731 <0.000 <0.000 0.731 0.046 )
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43. dT7HEe A=

Table 49]1= AA ZAFHA 717+ A=
o] 2R AN AA o ol BAL Zrix o] kS A AsL7] A A
3E 7S] 99%¢t 1%°] el ® 24 gH(winsorize) F-oll AAE ATt

By HEY S meh ATRES Model 1~Model 302 T4} whet

o,
o
e
>,

=2

A2 AT e HEd Bl #ASIA 2 SFaAA Agdew F43 Model 1, 12]aL
AN H SFAAR Al 57 HERH Y R E UHElE Zo] ofHERE Q{9
S X 7hsAdol EAetaL, webA o] EAlel gk iAo R HfA FF(level) W
alo] &l Wo] Hs(change) 1S =43 Model 2, PlAHo 2 X A= AH7|d &
= 714 A5 BASAF EA S SAskE v, ol s BASIA 2 SFEaARt
7F EASHA e A5 A7 whe]l ‘0o AgHe EAE sidsty] A8 d VIl Ad
SIAME ZEal Sl APETIERIA] o FE YEd e duBieE A9 Model 35 A€

BEAA9NES Ayrd WA 224 Model 1~Model 3¢ A== F SAX o] 7] x4
B ou, fo5E 1%0A REo AAANS FrstE Aow eyt w3 23] Auys
YEl = Adj. RP= H & 461%°1A4 H 1025%%2 ol B AFoa Aoks mae] =9
WMEEo] &M gk Aol EAS ARSI e 2 ATe Huddgd AFXA
A 2 Fx718 55 Alolo] EAIE & v e WA ds #dAAe] IARY A
Al LFE FEY F dSoR gFIAA B4 EAAAASE SAHINAY. o Aye
AA Wgre] Ao B4k gAor 5122 W 7 AZbe gl e AegE #A
et 100]8tl o2 2 AFAAE dFAI A= ¥ Ao R dddn
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Table 4. Regression Model

Model 1 Model 2 Model 3
Tunnell Tunnel2 Tunnel3
Variables Expected Coefficient Coefficient Coefficient
Sign (t-statics) (t-statics) (t-statics)
0.2654 0.2717 0.1947
CONST ’ (4.56) (5.12) (3.01)
G + 0.1232 0.1023 0.0489
overn (3.62)%xx (3.45)x5x (1.99)+
0.0841 0.0886 0.0205
Invest ¥ (2635 (2.98)+ 0.75)
Govern X + 0.0636 0.0639 0.0034
Invest (3.37)#x (3.77)#x 0.26)
3 0.0741 0.0633 0.0025
CFo +/ (2.57) (2.04) (0.48)
0.1054 0.1243 0.0635
DEBT * (3,35 (4.15)+ (351 )+
0.3256 0.3251 0.3047
SIZE - (1141 s (9.46)s5+ (9.72)s4
3 0.0147 0.0529 0.008
GROW  +/ (0.68) (1.52) (0.57)
0.0945 0.0612 0.0413
ABSAC  + (3.51)ws (2.99)r 0.78)
AQ _ -0.0158 -0.0125 -0.0012
(-0.49) (-0.66) (-0.27)
DI ? Include Include Include
DY ? Include Include Include
Adj—F 0.1025 0.0994 0.0461
F-value 9.665%kx 5.7 2wk 3.7 4k

1) * p<05, *x p<01,+x: p<0.001
2) Refer to Table2 for the variable definitions.

+= Modell ~Model3oll A =% 5744
HoFa ot HA Govern W
Me BAASE 1% FoFTolA 71ge

7F Ao AfAAT e AsEdFE FUtETE (e HEdS
A& xﬂ%lé@i?ﬂ , Model 3(H¥ < 7]&) A& 10% FrolFso® tha
ATk o]l gk ﬁﬂﬁ oA A AAIE ZFEA 7ol v ZFESA M7 G E et o
st felo] g F Bojgtes AF7HS AR A sh= AF Aot

w3 Invest A= Model 1~Model 2014 71942 BlEd 53 Fol4F 5%l
(H)o] #HHAAFS HAFAT ol d 799 FAVIFFEe] ST
g ol TS gnsta, B AT JPE2E A A e HASTAR =
Model 39X Bl E g3 FA7]3] ¢ #aAo] EAHA &+ Ao w2 et

a3 FARFA LAY et FA 85 3 AEE e d S B4 Govern
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Table 5. Sensitivity Analysis on Governance

Model 4 Model 5 Model 6
. Expected Coefficient Coefficient Coefficient
Variables : . . .
Sign (t—statics) (t—statics) (t—statics)
0.2676 0.3045 0.2734
0
CONST ' (412) (3.89) (495)
0.1135
Governl + (4.08)5+
0.0361
Govern2 + 073)
0.0934
Govern3 + (368)5%
7 ' . 0.0845 0.0923 0.10563
wes (2.81)%# (2.95) (3.99)x
Governl X N 0.0856
Invest (2.64)%x
Govern2 X s 0.0273
Invest 0.92)
Govern3 X N 0.0831
Invest (4.01 )3
0.0736 0.0732 0.0731
Cro & (2.12)% (2.06)% (2.30)+
0.1053 0.1012 0.1053
DEBT ’ (3.42)%5% (402 (4035
0.3243 0.3189 0.3137
SIZE K (923w (7.16) (9,14
0.0125 0.0091 0.0121
GROW i 035) 0.25) 0.83)
00947 0.0919 0.0992
Apsdc — (355 ) (256)+ (3,90
AQ o -0.0109 -0.0101 -0.0114
(-0.45) (-0.27) (-0.72)
DI 7 Include Include Include
DY ? Include Include Include
Adj—FR° 0.1017 0.0912 0.1345
F-value 8.03x5x 5,255 9.21%xx

1) *: p<0b, *x: p<.0l,x+x p<0.001
2) Refer to Table2 for the variable definitions.
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Governance and Investment Opportunity Set : Tunnelling

Hong-Bok Ahn, Kang-Deuk, Choi, Yeon-Hee Lee

Abstract

Recent accounting scandals have raised considerable concern among regulators,
accounting community and scholars about the tunnelling of firm. This study examines
the relationship between the tunnelling and the disparity of governance, also analyzes
the effect of investment opportunity set on the tunnelling. But few studies, especially
using Korean data, examine between insider trading based the ownership of firm
directly. This paper pays particular attention to the mechanisms by which utilities
stock retain control over firms, and the incentives of the blockholders in control to
expropriate other stakeholders by way of tunnelling. This Study examine the role of he
disparity of governance and investment opportunity set in facilitating tunnelling. The
sample firm is composed of non-financial companies which are listed in the Korea
Exchange and whose fiscal year-end is December 31. The main analysis uses
regressions which test tunnelling effect on insider trading variables and other control
variables. The empirical results are summarized as follows. First, it is observed that
the samples do support the tunnelling hypothesis. Second, The sensitive analyses
find evidences to support the tunneling hypothesis. Thirds, there is evidence to suggest
that the likelihood of the tunnelling is greater among firms in which ownership and

control right is disparited in high investment opportunities set.
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