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Abstract

Korean chaebol ownership structures feature a pyramid format wherein the chaebol
owner, holder of controlling minority shares, dominates a portion of core companies of a
group that in turn dominate other group companies. This study employs an estimate of
a simultaneous equation using the two-stage least squares (2SLS) method to verify the
relationship between ownership structures in Korean companies, including chaebol
companies, and company performance. Specifically, it emphasizes that a low
shareholding ratio by the controlling minority shareholder deteriorates company

performance.
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(2.772)%* (2.83)%* (3.139)**
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ODS_F 0.0364 0.0359 0.0466
(0.302) (0.317) (0.387)
OUS2_F 0.0064 0.0063 0.0082
(0.288) (0.302) (0.372)
IUS_F 0.0069 —0.0067 0.0069 —0.0064 0.0091 —0.0082
(0.169) (—1.806) (0.18) (—1.846) (0.223) (—2.231)*
DEBT2 —0.000007 | —0.00001 | —0.000004 | —0.000009 | —0.000004 | —0.00001
(—0.496) (—3.49)%* | (—0.295) (—2.76)** | (—0.339) (—3.29)%*
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(0.719) (4.19)%* (0.506) (3.43)%* (0.745) (4.68)%*
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—0.274 (2.243)* (0.3) (2.403)* (0.211) (2.285)*
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(0.087) (3.24)%* (0.08) (3.29)%* (0.01) (3.257)%*
INVL 0.0059 0.0034 0.007 0.0046 0.0078 0.0047
(0.572) (0.854) (0.724) (1.214) (0.761) (1.17)
Adj.R? 0.254 0.2557 0.2521 0.2546 0.2487 0.2513
No. obs. 2277 2277 2277 2277 2277 2277
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LNASSET 0.0094 0.0086 0.0026 0.002 0.0078 0.034
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(1.406) (1.459) (1.809) (1.859) (1.848) (1.10)
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No. obs. 2277 2277 2277 2277 2277 2277
Hausman 28.09 25.79 22.37 20.51 25.91 22.79
(p-value) (0.0002) (0.0005) (0.0021) (0.0045) (0.0005) (0.0018)
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(—1.958)* (—1.971)* (—2.376)*
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(—1.201) (—1.154) (—1.62)
DEBT?2 —0.000009 | —0.000009 | —0.000006 | —0.000006 | —0.000008 | —0.000008
(—11.59)%* | (—11.5)%* (—8.33)%*% | (—8.25)%* | (—9.78)** (—9.7)%*
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(1.365) (1.397) (1.767) (1.80) (1.801) (1.832)
Adj.R? 0.2405 0.2395 0.2375 0.2365 0.2273 0.226
No.obs 2277 2277 2277 2277 2277 2277
Hausman 34.43 32.11 25.11 23.17 30.77 27.62
(p-value) (0.000) (0.000) (0.000) (0.001) (0.000) (0.000)
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06 DOOOOOOODODOOOOOOO3MDEBTO MSOOOODOO
01994 0—1999 00

Dep.=ROA ROASIC2 ROAMD
010 020 010 020 010 020
ODS 0.0007 0.0005 0.0007
(1.88) (1.449) (1.909)
OUS2 0.0003 0.0004 0.0004
(2.201)* (2.432)* (2.64)**
1US 0.0002 0.0002 0.0002 0.0001 0.0002 0.0002
(1.812) (1.456) (1.724) (1.204) (1.739) (1.25)
DEBT2_F 0.0000518 0.0000545 0.0000529 0.0000546 0.0000676 0.0000701
(3.583)** (3.797)** (3.962)** (4.12)** (4.719)** (4.937)**
MS_F —0.4674 —0.4759 —0.4576 —0.4585 —0.621 —0.6265
(—0.587) (—0.598) (—0.622) (—0.624) (—0.788) (—0.796)
LNASSET 0.0369 0.0369 0.0294 0.0293 0.0419 0.0419
(1.63) (1.633) (1.407) (1.406) (1.873) (1.875)
RDS 0.00003 0.00003 0.0000441 0.0000411 0.0000162 0.0000118
(0.606) (0.537) (0.746) (0.698) (0.255) (0.187)
INVL —0.0048 —0.0051 —0.0034 —0.0036 —0.0055 —0.0058
(—0.937) (—1.003) (—0.72) (—0.762) (—1.087) (—1.149)
Hausman 44.56 45.98 47.88 49.71 67.11 69.5
(p-value) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Adj.R? 0.1876 0.1881 0.2134 0.215 0.1978 0.1993
No.obs 2277 2277 2277 2277 2277 2277
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Dep.=ROA ROASIC2 ROAMD
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