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l. M2

2| 1173 FAKelst CEO)= 7199 HdorrE g thsf 2541 IFE=
2o o152 WA= 7197 EHolA SRt HStE 2T 4= Sl Aol wEbA
CEO xAlefl wigt g2 @752 9 CEO 2A} Lofub=A12t CEO WA 71971 E
= 710 vAlE QS BT Ak &Rt R4t o] FEE A SA vISTIEE o
FOo= T AFELS AR 749 A7t UE wf CEO wAI7F EAgstkaL, WA o]+
714747} ASsicte AE Barskal QItDenis and Denis, 1995; Weisbach,
1988; Warner, Watts, and Wruck, 1988). o]=f3t ZAik= HE4JA}F Ao] 2820
2 =5} 92 AAsIT)

SPARE i, G 5 AT Adlsdhe 29 =Y B2 VIde AR K
(controlling family)°IA| 27 AFE 0] M7 YAHET ofyzt 7154 A EAsH=
g=oltk. 7153 IR EAks Fd Gt APgol BlaEARl - ol tiAllsh= 3784
AINE 7R 4 SIATRE Q318 FREE AT A= AlefolE 8Rlo s AHgd S8k 5
St 71S73 ARt A2 A7 IR EAle 7149 ] FARAERE B3l 71
9] §84E SN AL 953 IS YR 4= Itk Stein, 1988; 1989; James, 1999).
SEARL A7 PR A9E 7ol sk W55-8nepotism) A A
Y Ei= 210 Hfgt oel=O(altruism) g0 B FAF ARl 28733t &7 5= olEA
Sto] 717kxJell A ke wlA Sk UtHPerez-Gonzalez, 2006; Schulze,
Lubatkin, Dino, and Buchholtz, 2001; Schulze, Lubatkin, and Dino, 2003).

ofZet AWt &2 11Esto] & AFtollA= CEO RANE 5 A2 dAelA 71
ABAE] WA|(Professional to Family: ©Js} ‘P-F WA )2} 71574 GAtolA A4 %
Z}2 9] WA|(Family to Professional: ©Js} ‘F-P WA|)ol| {&oto] Z2F WA 2A Q]
A} 71479 wIR= AR aE AESI 7150l A7 FARE THolA B,
P-F A= 4712Q1 Qk=ollA9] Bdgso= ARtk 22 oJvlslal, F-P WA=
S71 43 9150] P EoE Aeth= RS AR T, FGAF AP WO B
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a7l HESRY Bet o

APFo 2 oldgke Sjuleitt.

Ho} S5, 2 A7olMe A55-800 ot Bt 714 <l 2442 A3l P-F 242
B TSRS Al 21l #1190 A, Ve IFom FEse] AUt B4
ARttt 71549 & AFelret 2ol et dTte =HieiellA Zoty] ofF
ok of2gt 2ol U7t ks ol that A A, Al ERle Al Qfstal A
UE CEOR AlYshe 212 AE5-8224 7 F4tt AYA Al 883k Zl°]
AR o] Hiet ojEleE A E ThsAdol i =S4, AhdE CEOZ AUtk
<= 49d S7E <vishH ojo] W diEQl EA7E UERg -S7F SARIT olek &
N=£5-8, oIk, A ol g s A= P-F wAl: A4 A A2
AEAQ] A-Aels W2 Y $5 Wl dold 7hs-do] EARI:
oletFo| & QI3 2h7} CEO= Al ol % A3} Uik H e CEO A7t ZAYs}
A ek& 7Fs7gol . Ahde] ASEA| o2 A9 EH B9 SAECIM Uehdes
2Rl A S B A=) P-F WA 0% 7| 4717} sk 71s/gdo] &

& AToAE ol=Rl 7Fs/de ERIsk| Hdl 2005W-7E 201587H4] HiEEo|AL 17
o A% A=A SARES RS B3l ERIste] CEO WA Ayt He &
& F P-F 2AA, F-P ZARJAE F22tt. o714, P-F 2ARl A9 Azol Adde
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1) olFA 71EE& AESH 724 fdsitta IHEE e == 71989 A vt
AZE E43 Bertrand, Johnson, Samphantharak, and Schoar(2008)°1t}. 71574 %
A5 AEsH] o8l olf+= bt ARE B et $8<o] 8+%7] wj&olch
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olgo] frofRt A2 A A717F £& AdRolA HSEA &2 A2 HdeY B
B2 719 Ao olekol7t 25t A o= olsiE 4= Uk, ELE olE’t 4
= CEO WA7E 7149 A et 2(-) 9] BAE Holil, E3] 4k 31715 HiARt 7]
A9l =Rt i UE wf CEO wA|9] A8 7hs/do] S71ktth= o84, 454 A%
3} AHEl= Ao]tHolmstrom, 1979; 1982; Diamond and Verrecchia, 1982;
Jenter and Kanaan, 2015). °o]&= 7]&9] d+=0] &771 BAME] o] X|uljE 7i5o] &
AoHA] ez A5 o= skl Aol as2oleal 7Hgsh] whzoll ekt
@golH, L2uetet o] 71E71}do] RHAskal BPAF Aol Fagt AdRelE e
A UERT 5 Qlths A2 Hola= 2otk
EA, ZF2+9] CEO wAlF-ge] 714710l vl F3ke wA41R 2, AHio] A
T= 7|8 2150] CEOR AYE AF 71977 frefsiAl B2 A o= Yehdtt. ol= 7
PR AIE 715 ol gtk X558 dRe] ABA A aede Alofte s
A 7197l e rRIve 7IEY] AFETE ARk Adlelt
(Perez-Gonzalez, 2006; Schulze, et al., 2001; 2003). 2=, AHjF5 £0l9] =58
¥} o] Aggo = ISy 2219 ARoA A o® S4gt 72 AP S EBFA
ER|GL o] = Qlsf SJweh= thEA| 71470 o3RS XAl Hrhs RS SJufRlt o
+ A[EiF7F CEO AJapgollA A4l0]al aa21Ql YA AP 27]skal APqEe
Aol titt A5EAL glo] A B BAF APE Z-8Rt Aol TL ¢
£ AT 7IE71]40lA Uelds= CEO wA19] A7 813 CEO wA7}H 7|71l =
= 9% Tz mefitk= HolM 1 o7t o 3] uiolA 7189 B2
=2 F 7 ol F ol she]l
F77F CEO wAof| plX|& FF AldRH-ARE(2005), Hotd-28A(2011), E&
3(2017) 51 A7} 24aL, CEO wA7F 71473 3}ol] A= 93k BRe-8{(1998), A%
Z1-0]7]:(2009) 59 A7} thFEZo|et. ShA|RE FUet I2o] AT AL 11
o] TFZAQI sfjalo] B9l vkE, CEO WA|9] APHA A1} A4 Ais 5H4 o
T AT & A7hs Fa%t sk ol 2=ttt
TS 2 A= 7IE719001A CEO §3& AlRslet 332 2=tk =Uii9] 7|1& o
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TollAlE 7150l CEORIAY] ot gl &, & Aofxie} o] 71574 GAE Al
F 211, A, 7| oz FERt A Hokiy] offal A o] 2R 734
]l siARke AL At B9 SA R IFS82] olE TRl fldl ot 2
< FAH Yol &AL 71E A7OIA A9 HRoIAA] ok olf= Ak Aol
V& ol & Aol s ARLEILA, AE 5 HI AmddE Aot o] Aok
SESIAL Ut AARE S olEold S3Ho] Atk

B =52 that ol g Al TeM e 7158 94 Al 248903 71573
G Aol Z1d7HIel vlRle el tid 71€ A5 ahskal 7HaE AARIT A
IFgelre Eol A% B #iseo] ST} 7128A1E AR Al Ve =
582 2H 80 JI=£5-80] 7147 miAls Y= TEste] AR mAee =

Al VARIAE B2 AAREE AXBIAL w2 TRt

&2 0= CEO A7 A 7199 et 2(-)2 TAE Zeths A2 & e A
Ao|th. 53] CEO A= 7]9do] &3 AR 9 A 821= HiAIskaL CEO 179 BY%
o]l 7]9tsfiof skctal 45 Holmstrom, 1979, 1982; Diamond and Verrecchia,
1982). ]2t CEO wAo] theh &4 Ate B9 Aol AAZ 0|1 a2l 4%
oAl CEO 2AIE olA=]ol] &f3t w-&78A= 7Hgstal o]Fof7l Aol

SEARE AJHjEF7} 71502 o]Foi7l Ao A= ol ZHo] B ol RaskA| ¢k
ok B%°] Perez-Gonzalez(2000)= 71599 & OIS AYsh= Zo] vHA|
20009 =99 FHEYAES] GAE 20209 S8 =7 #E=E Aok A HE HE
Pct= TG AL ol2gt o] 7|gkete] Burkart, Panunzi, and Shleifer

4=

2) David C. Johnston, New York Times(2001. 2. 14), “Dozens of Rich Americans
Join in Fight to Retain the Estate Tax .
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(2003)9] 7I=7140l41 2] BFA SA gt ol 22 A7kl W= A3 A 71574
FAED B 9% 58S Bl 7FERIT of= ZRE7IdollA 9 AR A9 4
8821 A4 T HE aRlof 7IIsAY v At Uk 7hsAdo] EART
= A& Quleit

ufebA] ATt 71EQ1 719E e R gt AolAE B Aele 2F UE
oA AR wAY A8 1l QItHAnderson and Reeb, 2003
Villalonga and Amit, 2006; Maury, 2006). Burkart et al.(2003)°] @t2H X|8j53
W= IS FA(welfare) SHHEISH] 918l 7HEd Yol CEO 21915 &eAl, A
YA AU ARJAIE BRI, 7| M Al 7159 S IS AR
7Hx]2} BA|9] AF4 o|E(private benefits of control) 22 Tt weha] AJujEE
W7h= AFd0] 2 7199 A9 Ad g3 o=H Al AR7IAIE SHiskel 1L
SAU, CEO 21915 E-83to] AR o] 52 FHit #2]2{al & ZlolH.

A2 A A BleL o] 7157 PRk A7 F AR BRolIA S5 S 71
T UARE CEO AYo] =583t ofef=2] o= o|FojR|= 5 7154 A &
o5 A¥Kentrenchment effects), FYH A, 3] 4Y 522 7|94 0] =

HE 4 9= o] YeRE 4= 9t Allen and Panian, 1982; Schulze et al., 2003).

AEEEL 1 A AGR ASE Aokslol Bat A AP BEATH= A2 o
olsfe], ATt AREE CEOR HsHs 49 1 AT 494 AAS 283

E= Zolth. 3hH, ofelol= At U 71574 Al thet &2 oA st Bl
BRI 71549 AdE 4= AoH Z419] A9je) AFS LA =t A A
£ 9%t =8 7120IA] A H= 2HE 2T 4 Utk

A7} o] #Rh ME-5-83} oet0]9] A S-S QIARITHA YAl FIH
SAEAS] v E ol AFH R LTt 7S A4S A Ei= oA 2 7}
go] ZAGtE. &, A2 24152 A BAEA9] B/ (reputation)E AoF Y7ok
o] Q7] izl Folet 7199] BA7t Bl AY- S HolE 7|24l 71324}
2 7170l 7] whzelet. =] Aol TH Aoyl o2t SAE &S]
et ot - 2 A2011)0] W= 7199 27t £
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a7l HESRY Bet o

7Fs7do] 7ok Wi, Aldsh- 15200500 waEw 7149] 427t vkl CEO7} i
Aele @d2 7IEEAES e AEEBAR] B | fA PRI o, deE
(201432 Feuzt 7|dee tide= I Agaehs T SHoA AuiEE 7152
2xfrdo] ZAY Jge] didt SA1do] 2 AlQARESS 7150] CEOY 7Fs7del 71kt
Oh= 23 AlARI.

2 ATe 7IE A7 2] EAYAE AuiEE 211, A, 7IEF IFe® st
£ = 3tk A4E CEOR Agith=
A2 CEOZA Y] 4Gt 7o 77 g4t Z AT A= &8ss AolE g, o
off I 42 FFe ALY HoAY OlEFAE olfR A oR $-Eit 7]
oA Ahd7F CEO= AYE 7isgol 7 IA Wehd Aoz 7IHRitt. wabA M=
582 27 ARl ek thae] 7S AR

]

TH 12 $:9)50] FI £I8le] 32 7| YYFT HTFGH FEHG 55 i
A A5g] 3

2. 7158 EXt A0| J|¥TEx[0l DIXl= Fe

7IER A Y A At A & AtoflAe CEO ZA7H 7197k-0f WA= 9
T2 AR 71E Aol WEH ZIEE FAF Aol Z147EA ol miRlE Y =
of27} k. 3782 SHoA, 7ISE G BT IFARO|ERE A2 GAe] AR

2 4 UcKStein, 1988,
1989; James, 1999). & tHE SHOA 71574 BR HAHTE= 71949 4714
/353 T HIgAA BAAZ Aoekal, 7|dy) thdsto] 855 ol Sk A4
< ¢ @o] E/okal tiKandel and Lazear, 1992; Davis, Schoorman, and
Donaldson, 1997).

SHARE Hj2]Ql o] F, XE5-8, ofeke], B9d SAl Wt B AL IS Y
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B9E BAZE 258 Aot ofF S 71 tiEl A Fdths 5 7197l 2
A 835 v|E 7FsAdo] AthHBurkart et al., 2003; Shleifer and Vishny, 1997;
Villalonga and Amit, 2006). Z[8j5= H G2 A9E 71 3Ll egoks, & A
58 o] W1 whzell AR A AloFste] 7I47Hl g I o
(Perez-Gonzalez, 2006; Schulze et al., 2001; 2003). T3 X|ejFF9] Ay E= 2
Zof| it oletol e 7 Y 71573 FA] it a2 olFEA SiA ZI7HE o
SN 4= YtHSchulze et al., 2003).

71&9] B2 ASATol| W= AR AR FARRE Kot et At AXl= 9
T2 7SI 344 At Bk v, SElueiel o] FARE S} ofstal
27 SE F7PIA= 71574 9Ae] 84 AnprE HalE A Qi

A AT A=S Ve R 7S48 94 384 SHE AXRE A5 vt
2t} Anderson and Reeb(2003)=> S&P500 7%= o2 7154 9ARI 7ol A
FEZ492R1 7140 vl APt o <sltk= 23 2 sttt Villalonga and Amit
(2006)2} Adams, Almeida, and Ferreira(2009)= Fortune 500 7|9& tiilo g2 A
A7} CEOY Wl 7Fx7} =tz AXE AR, Fahlenbrach(2009)= vl=t 719< o
o= YAt CEOY Wl 7FA7F =01, B4 Hal, FAAR A $46Ht= A2
AR Maury(2006)= AFE =719 7198 dieR 71494 7199 et
7RPZE B 945N O WAl AR =7 S FARE Eoot A%t 5710 P et
= S5 AR

o}ge] AFEIMEAE 715 YA T AHANY] A2 TSN, AAre] &
o] CEOY = 7]47Ex7} oltel= A3E AlAlolal JrKVillalonga and Amit,
2006; Fahlenbrach, 2009). Est AUt} 71F4-& thA22 3t Morck, Stangeland, and
Yeung(1998)2 7I54 At 7199 d9/877t o Wrhar B ugick. ghd, AYRte] &
o] FYA= U= ARE tVdom FAAPGOIA FAAR 7SS ARt 7=
T e E2ARIcKSmith and Amoako-Adu, 1999; Perez-Gonzalez, 2006;
Bennedsen, Fan, Jian, and Yeh, 2015).
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57} BAT AR AE B83l0] CEOS A B 49 719710] 584 3%
2 v Ao® ojAEIct. E2ol, Alze] H9E CEO7 el Afel 249 744
A3 A AVge) B 9 OJERIE ol 9 Z|Q Kol 7V $A ST vld R0

2 7o w2hA CEO wAlFF ] 7197HAe] vlAlE F3el didt thae] 7Hde Al

ine)

TH 2 FLGG Y A TG BT APS BED G, 5 HGGNE A

T A2 Y2 FP 7| £ G v]E o)t

Il. 24 Xzt Hey

HI

M =

E A= AL A7 EA (Korea Stock Composite Index, KOSPI) A%+
7193 Z gl IAAE] oA ZADZE HAY(FANE 7S Fx BHHEoR A

3) 2 Sheds d9Y 7IEel wet B4 Aie.g 5%, 25% B)= HRT tiFFo] &4
B g 7IE7|9S FEskL QItHMaury, 2006; Villalonga and Amit, 2006; Andres,
2008). SHAJEE, olEfgt 71&2 t9] AGAE ALd 7|AFHES Bl Al AERte R
A 717 Al BAEE Xl S AEARRS] Ay 727t At} o
A, & dves FYY 7Rl AEARe FaehA AdAER] SAIES HRS A
WPt EAcl:s A5 7IE7192E HogtHAnderson and Reeb, 2003). °l& #Is,
£ e AREIAE Hgo R AEiEFE ettt T, ARJERIAY et |
AALGADCZE HAE A & Rl AETXRE molote] Add BAEE 2= Auis
HELR) HAEE F=3h Fast 3, 719 QgEHHEA, ARV 7E FAAE 5
= gRlsto] oA &35t HHI] FAHAES QA ASTeh AHiEF ke AAGEIAL
ETARICE HAE Bet ofe}, AujFee] AR FAEER, olE9] 4 gkl
gt} F7HdoR tHolA W FAlo] 23 Huie € ESTARIES] A A
HE mjofsio] AZHoR 71271 oRE A HST

4) B At AGE SA ol thFEL lo] tEoAt AuiEe] A WAEE ATt
o] A9 AR & 4 A=7lol gk ==o] A7|1E 4= Sltt. oyl oAk ANV 7]
Al HYYAEA ] gt HFH HIS BEfol] o] g¥sH dxd FHFE AR
AdE 5= o, 7Rt 2 oEEE 7HE AR didEe] =49 A7 ZX dotn o
GE olEek ARE 7GR HHR EoollAE thEOIA WAL el & HIE op|st
= HH ARd(event)Z QAlohH, T AFEL olEfgt ARAE FAoE EAERAY
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Zo] AGAF A Ul =589 Al BE HS
SH=H| 7] whizelet. #4717 2005858 2015W7HA|o]et. AFA#2] v 7hs-d
I A9} Aol g LEolo] 8- HEY 7193 AR 7192 oA Alefsitt. o]
191771 719-A%= 32(6107] 7|9l ASEA 0] &&=t i
oA} Ao #WSF AHL A A ARERIAAE(Korea Investor's Network for
Disclosure System, KINDS)S] ‘QjHoAF M7 TAIE vl o g £ZAE 5o =435t
o & SAlole A A} 59] tiirola} Agrgo] ZtE o] itk & A= 7199 ARlE
A9 iR B SSTAIRI FAAR AR S BiEo R AHiFTet o] 59 AR
S ety of=ek 3ol o, HiFEFTE HAAIGA 928 BEilsE Aol
7199 27725 F2510] AEAQ] A PAboks AiFTE ARt 2Rltich @
AoAR Hold AiF 7HA e e AQEIAY 45 d2AEE HEL
2 7AdS Bl st RS 719 AlAlEeE FATHAS ARIEAAE o]
Eftf|o] A5t EN-GuideolA] S&5lo] E-83lth

A
T

2.

r&

7}. CEO TA|

& e Fol SAIAE 18] o 'HaelAr A FAlol o] FeiFl 7]¥e CEO i
A A FEOZ QAISIY, o|gt FA|of TekE WA Ay} 9] tHo|A}F AAHE A]H|

33 47ke] AEol miA(matching)sto] AEA AL} 7154 G = FEgIth olgt
I4& AA P-F, F-P & Y4HZ] CEO WAE &3t} P-F WA|(P-F turnover_+= A
B4 GANA 7154 G A s E7DE CEO7F WA 719E ou]obH )5 & mAl=

7} AT ookt Folm, WA AR $A9 AEe mells AL AT
1) F80] JJIE o7} S, ARl ARe] Y4k Aol BoRsSiet. oJZIet ol
= $737, cEo WARE B SAS QT AL 2 gl TS Wl

5) QAP ofe] ol ZASR: 71det BAF T ZASHEE, P-F mA e A%
B AR J19elA SIS A 1HolkE 2ot B wA) AYE ASE ol
W2, PP WAL R 1BolekE J1% A9} EAskt nE A% A
Al A9E ojulsit,



ra7ieel azsga et oz [EE

7157394 R0l wht P-F ERIREiES:, P-F CS), P-F AR, P-F child)e}
P-F 7]e} =716 Z=, P-F others) 22 A2 P-F WA= G832 94 A
oA Fagt HBAF AR A9 AFHE QfulstH, o|ES ARSI WA F3 A
olx9] Ao} tEo] 5589 ants FAlo| wrggith F-P WA(F-P turnover)=
71573 QAN AR GAZ CEO7F wAIE 719 ougict. F-P wAl= 4% 39
A} AAA 584 AIA AAQ] o|[9] 3= HEgs) P-P(P-P turnover) =
F-F ZA|(F-F turnover= P-F A9} F-P wA|o] 35| 9= Y] CEO wAI7}
HhAGH 714 QJuighe). SHH, P-Fe} F-P AIS FEgo] 910 (1) HdiFE32t CEO7F
Aol HEE A (2) 10% oV 2771 gl A% (3) ol 2t A 2A], (4)
719 3, (5) 71 CEO AFY 6-2 2561A] QIsleh. o= B3t tiEo] A4l &
AB(AE)E 71Aok AFIAY 71E A GAZ A ] JFES B4 Ao)7] Wioltt, 3
H, W gPgolut 714 B 5 0= CEO7F wAE B9 B Ale] Aso= |
7] ol29] 23olA] gheth. Bl Azl A= T2 {3 tHHOIAF ' FAlo &
et A Hx BAIE HROE RS FESIth ol & A7t ol IAARES] BY
At = Fejrt oS SAIAES] CEO wAo] vl YIRS B4517] wiio] ol=fgt

AL 7V ges] WH9e = Qe AA o= ofsfE = QU0

;

(Table 1) CEO ¥4 ¥ #22] BEZ AARI. CEO IA7F AR 7192

1917742 £4971710] 23] Solat o] glo] #5akA] LIsH| Uehiet.



(82 [EREELERTCR

(Table 1) Sample Distribution by the Type of CEO Turnover

Year/ Total P-F turnover F-P F-F P-P
Type turn Total P_F CS P_.F P-F turn turn turn
over child others over over over
2005 169 14 5 5 4 16 53 86
2006 176 11 7 2 2 10 66 89
2007 152 6 2 2 2 10 54 82
2008 185 11 8 2 1 15 64 95
2009 183 12 6 4 2 9 73 89
2010 168 14 7 4 3 10 61 83
2011 175 9 5 4 0 19 71 76
2012 168 13 10 2 1 8 68 79
2013 194 11 2 5 4 26 75 82
2014 179 14 10 2 2 19 65 81
2015 168 11 9 2 0 12 51 94
Total 1,917 126 71 34 21 154 701 936

Note: This table shows the sample distribution by the type of CEO turnover in each year.

Total turnover means firms in which the CEOs are replaced in the calendar year. P-F
turnover means firms in which the professional CEOs are replaced to family CEOs
(controlling family). This type of CEO turnover is sub-divided into three types based
on new CEOs’ status within a family. P-F CS means firms in which the professional
CEOs are replaced to a controlling shareholder. P-F child means firms in which the
professional CEOs are replaced to a controlling shareholder’s children. P-F others
means firms in which the professional CEOs are replaced to a controlling
shareholder’s other relatives. F-P turnover means firms in which family CEOs are
replaced to professional CEOs. F-F turnover means firms in which family CEOs are
replaced to other family CEOs. P-P turnover means firms in which professional CEOs
are replaced to other professional CEOs or are not classified to the above types of
CEO turnover.
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AEA CEO7F A 7% o159 4 ¥58= 53l AFATE 2askd o2 olsiE
= Qletk SHARE fiRlo] ¥ 7
H(discretion)= LF|s}7] -Bolet &
A 5Azt FAME tiE] B71ec]le] REHAE V1Y 99 thEAE 8]t
(Volatility).

AJeiF A7 F 7H] F2E 551 S48 (control rights) SPARITE A[ulS=
719l AH A& H-{Direct ownership)et AlBARE &3 31420 7 A& HH
(Disparity)7} ZIAE0 o). AA19] 3%- vlig, A2o]|59] vleok= 4124 HAdo] Avts]
7] whzoll 2 Aol =2 7Ihel His] A= aeAdl BITHE A A
(Jensen and Meckling, 1976). ¥, $X}= Al A7ke] S42 HAYI 2%
A IS ZA o, o] SAH FEE 93t Ho)7] whizo] 7H AlEe] =2 7]
ol thsfl A= AHAol5E Sislohe WFe s FPrEdS e 740l
=THLa Porta, Lopez-de-Silanes, and Shleifer, 1999). o]2{gt =CJslojA I=£5-&
9] 3AARI SHo] FZETH, A5 | 2o] 2 7|doA TD 7Rs/do] &t W,

24219l Zulo] Bzpglche, 7k 2| Ho] & 7|golA WAIe 7isAo] ek,
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TR FE U0 G 15l i HolH AGR AP BEAL 7K
947 71202 Fgol Rl 7, theiel BAS) WA 7Rs ol e Aol A

= AAFRE Zlofot. Hite] 9 vlag2d] 4 FE 15582 59l dlasite FH= 3
A 2 9l 2 A7 HEld 24 2 Vs3] H8AIR SAME HiBl FAEEolA
o] AFTFOI FAME tiHl G710l e At ol doighks #H3t WrE 811

o= CEO2] AH2J4Q] o] % (earnings management)] 717t S5 Aegdo] 71%3t
APolE: S 7540 =& Aolek= =dof| 71&3tHAlmeida, Park, Subrahmanyam,
and Wolfenzon, 2009).

2 A o8t 71954 HeE 230 110 ] Wol(omitted variable
bias)oll 7123t W/ A4S ARl SARIT 71dFR ] H&A|= SA kol Az 1



£ 5 3 EIITHSize). 019} Betslel v]LA A AL 71U AEA HY
5 2150] AAe Wolsh] Bole Aow ok, AL theAIZ Sk ol

FHAE 83t Leverage). ABIFEFE L71e] 244 AoFsloA BAE 53 AERE

b

T AF5-80l AT 7170l =2 A2 I = Aot 714 A w4
2t I AT 7Hs/do] SARIT. mEtA, ol SAIs] {8l 714 A (firms'
age)oll ARAZTE FT T2 Bl F71RIcHAge). TSI, oln] AR A<%7]10f Hof
< P 714l ek I5-5-80] AT 7hs/del SARI. v, AHEA 7= ]
S B A HEE 3] de AB7IhoIA AolSS 817t 8olstes

ol 71l Hish XZ-5-80] AL 7155 FAlol SARIT

_ =

(Table 2) Definition of Variables

Variables Definition

A dummy variable that takes value of 1 for firms in which
P-F turnover | professional CEOs are replaced to family CEOs (controlling
family).

A dummy variable that takes value of 1 for firms in which

P-FCS professional CEOs are replaced to a controlling shareholder.
A dummy variable that takes value of 1 for firms in which
P-F child professional CEOs are replaced to a controlling shareholder’s
children.
A dummy variable that takes value of 1 for firms in which
P-F others professional CEOs are replaced to a controlling shareholder’s

other relatives.

A dummy variable that takes value of 1 for firms in which family

F-P turnover CEOs are replaced to professional CEOs.

Profitability Operating income/total assets

Industry Industry average profitability based on Korea Standard Industry
profitability Code 3-digit

Standard deviation of ROA (net income/total assets) over past 5

Volatility
years

Direct ownership | Ownership of controlling family

Disparity Ownership of affiliates

Accruals Absolute value of difference between operating cash flow divided
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by total assets and net income divided by total assets
Size Natural log of total assets
Leverage Debt/total assets
Age Natural log of firm’s age (current year-foundation year+1)
Cash Cash and cash equivalents/total assets
Dividend Dividend/total assets
Investment (Capital expenditure+R&D expense)/total assets
Tobin's O (Market value of equity+book value of debt)/book value of total
assets
SD thfui;OCk Standard deviation of monthly stock return over past 5 years

Note: This table shows the definition of variables.

71910 A5 Afege] A2 FAHE o] B o BEE7HES FETHCash). Al
£/ A9JH 2120) AFBE Befet BHo R AP wgolo] B 7|l e =5
o] WA 7Rsgo] A1 4 Sk vhKleto R, F1Q7hRIe) SR A7|Ape] Apgt
210} BA0) RAA0] e 2310 AR Ui HTobin's Q1S T8t 7127t
217} oksfel 7190el 24 A90] Wao] 7158 Aol olefat 7|l WES
go] Wgalehel ofso] tiat FHHQ ATL AR ANl 5 weE B A7
% ) TEQl X580 7|9 Telde BAslol oldE BeE AU
HAS BAfalo] glof A ol widol 2715le] FAHt thu] il (Dividend) 7 %
Apit o] SRS A%} Q77Eu1) A, Investment)}S BFo] ekt

_4—‘

3. 7| E)ﬂEF

(Table 3) ASEA0l 284 W] 7|&BARS AT 94 (Table DI 5
UsHAl CEO WA /3L P-F A, F-P WA WHz] WA= Eelsha, ZH oA W
59| Btk At P-F A 221, ARde} 7]el Fo] AR AYH A=
A} FEste] SARRS AL AR CEO A EE O] 4294 (Profitability)2] H
2 0.02528 YERgoH, Fagt FJAt APGOR o]5-E ofulsh= P-F WA 20| Bt
2 0.0378% HHt. 53], ] =h= M2 o]=et AR o] H} o] 3E5-80] FA]



a7l HESRY Bet o

o] WAJgE P-F 2h4(0.0542)2t P-F 718} 215(0.0455) R34 $=2/d0] Hlwd =7
WaEr= Folvh £3], WHA] CEO A9} P-F A 13 F =2/ 9] &ol= 0.0305
o8 a4 5% oA F2JAQl Fhol ERIHr: of= ME5-8o] HlwA 943t FF4
5 Hol= 7| oA LAk 52 Qugit). F-P wA9] =2l/d Hto] 71 RA| &
ZETh o5 M At AAlSH, FAagt YA AFe] &80 2 Qlsf eldo] o}
Eo] o] MAAZIAF aeF BYA APGOR9] ofdo] TSI ES AARITH
P-P Ei= F-F WA|9] 3¢ A= A4 Aot fARE 2Pt ERlg.

3, 41 =21 d(Industry profitability)9] ¢l /g3 tAl = FARE wigo]
SRIFE:. YA CEO A9} P-F A 7 7 4k =244 2 Alol= 0.0156°= F4

5% ol F21AQ ghol T nRIVIRR, FE5-80] A} 940] =& 71
ol sk Qli=tl, ol AiFS7t AR Fxolof w5sle] F%5-80] 943t BAT
& 7SS A5 /RIS Hhdsict. v, F-P wA|2] A9 Ay eldo] 7 WA
W=, ol B84 BIA AFS B8R AT B9 Bds
< AR 7199] 918 (Volatility) 2] 749, 2156-80] 'TA8E 7ol 78 RA &
ZE3 Uk, ok, ofEf CEO A #-87He] Apol= o] 2{ofA] .

AeisF A7ke] AR H8XE HA], A3 AE(Direct ownership)?] B2
0.2098% THHTh P-F WA B2 0.2583°02 H|w A A Tt oy %5
89 A% Al 2Rlo] BAYES Egt A9t S Aol7h WA etk F-P 2A|
+ HAIZ P-F wA2 fARE SAXZ . AGALE 535 1 AR(Disparity) 2]
B2 0.16952 ERIEIt P-F 7]8f 31£0] B9 & #49] Hato] 0.2183°0% H|w A
7 WA=, ol Ao} 379 ZRsAge] gt SHE A7 IRttt tiE|lEAS] o
84]9] 0]9]24 9] F7](Accruals)?] B2 0.07852 HEF . 125-89] AL v Z
32 BAAZE WEEE, ol 71E AR dERIEAE TEARE 7570l R3ol

T a7kl wA RS o B, Hat APAF Ao 29| oo Hlae A PEE
ERdITE F-P 2AoA= o] 2] 2717t Hlw ] #A] SRlEEt, ol= ae4 HeAt
AP0 29] o]do] 7154 At HlaeA Rl A e ol 7191 4= 2= omgith

olet 7| AEA R 7| ATE(Size)Q] Bk 19.9016°02 HEHct A 5-89] B¢
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HI A Api 7] GollA] WAYsk, 71er 2% 5-82] 739 et 71ollA EA¥skaL ok
S BRI 4 Qlrk. Al E(Leverage)®] Bt 0.47828 UERITE FAHE HA| X
U 589 A% vl A @2 SAAL, 71E A% -89 B8 =2 FAA E”IEt 7
A (Age)?] AAEEL] HHL 3.41428 PEE YoM, BF HAH(Cash)] HFS
0.0533°0% uehdth XE5-83 YA 5382 CEO wAee] ol B ApEdS &
A=A =t} v A(Dividend)?} FAFAE(Investment)?] B> ZZF 0.0075,
0.0313°0.2 FHHh 7]97H]2] th841Q1 Tobin's Q2] Bt 1.12560.2 A=,
X558 A% vlnd =2 FAA7E Rl

(Table 4= ASEA0] &84 ¥ 2t AAASE ARSI P-F WAl 94
(Profitability) Ztolli= RoZR1 JTTA7E ERI=A] goket. BHH, P-F 14 & AR 29
WA|(P-F ApA)gto] S/t 5141 QH+)2] AP} sl A0 kTt o
£01, At 9" d(Industry profitability) ¥ P-F 2hd ZHol|e f-212Q1 (+)2] 324
A ERI=|GI o= 719 79 S22l =AW, AFdAo] ¥R 7o) digt B

TS A2 2hjof] ol sk ofelre] A T EA0IA A A[oke= Aol
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1. XIZE=R0| AXQOI

P =T1O0 0

# 7= CEO 24| #2 5 (1) P-F 24, (2) P-F 2RIAHFF), (3) P-F A4, (4)
P-F 7]e} =, (5) F-P wA7F 2485 710l 19] gk Folgt HnisE A5t o]
& Z-gRlt). wiebA, 7 FEHPE B87t B39 EAEY dig wA| &
Bt YA 1A 799 SR 1 Aol & BHdsHA| Hr. ol2iRt A2 FIA A
o] 255 7Hdsto] 13 71 719540l 71&3t A B4 719 AlelE H|wSh= Zo] &
A9 F5 FFo]7] wigolth. 23], 2 7+ FgAlS] Aole 24 789 CEO A
of] YIS vIX= 71952 afe) Aol s oufjith
2 A50] 8 W49l CEO A o= A4 B2 wtgshe ol4tg ¥ax(discrete
variable)o| 22, o|2et Fee] SL5HrE EA517] 91t 7= Probit 23 &8
Qttt. CEO A= oA SJA|AE9] B dxe} 719570l 7|2l WAsh= 2o d44]
ojt}. WA, HE SHHPE 171(t-1) oH9] A5 E83ith 7-Ak HiE3 AR
ol et FAE o] R4 A Vel wet ATl eF A Vg aH
ot 714429 clustered standard errorg 53l SA% A4S HSSHHPetersen,
2009). ?HH, CEO A9] F=o]9} sl o] 4] 7t A}olE SAIsH] fIsf AtdTina
(Industry effect, )5 2Pl F7I3tc}. BEo], ALAR o7, A71H5Y] JF2 A
ol arfsh7] P8 A=rlulHa(Year effect, »)&= 2Fo] F7RIt of 4] ()2 A
£5-89] 244 8%0S 245 SIet HES UERith

FA
0_1

_E

=
=

s

P(CEO turnovery)=@(ap+a:*Profitabilityu-i1+a2*Industry profitabilityi-i
+a3*Volatilityy-1+as"Direct ownershipy-1+as*Disparityu-1
+as " Accrualsy-1+a7*Sizey-1+as*Leverage;-1+ao Agen-1

+a10"Cashi-1#+@1,*Tobin’s Qu-1+Arty+éw) )

o714, CEO turnover = P-F turnover, P-F CS, P-F child, P-F others¥} F-P
turnover / i= 719, =AY, t= IAAEE Qu|gitt
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(Table 5)+= %1558 248219 EAZINE ARt 2E (1) P-F ZA|(P-F
turnover), 23 (2= P-F ERI(P-F CS), =& (3)2 P-F ARA(P-F child),8 Z¥ (D)=
P-F 7]et ZIZ(P-F others)® 28 (5)= F-P ZA|(F-P turnover) S 217 &858 &
8ot 24 Aotk Y (1)9] 4= (Profitability) o] F8A= 5% <=0l Frofet &
(9] k& 2= 2108 W) ol &84 AYA Aol Bast IR Ao R

oj%o] okt /g H= [lsh W] ke 23] Pt B9 HE 2= 714l o

o] 2 Folo] 2 7] WYL OJulic. of= WEA theiglolEslolH e

291 APHEE Kol AGAl gt F&az= A Gt Ago] Asetths 43t #iA]

Stk B8], o3t F¥9] CEO WA= ¢4t F¥ede 4% 7IE A2 AE HE
AZ1AL IZZ Qlulelr] mZof ofef AdiFEe] RE ST 7Fs o] EAtE AR
2 (D] A <=(Industry profitability)9] F787= 5% oA el HH
o] gho] B k. 7173 9AR2] o] 2 Adgo] ¥ ARdellA sl a2
ojuRlt}. "R R, & W40 A= P-F AAUE SEHFE 83 Y (3)°1A]
T oA Q1 RS gho] TEH. ol= Ak Adgol B2 7199] g AhelAl ol
FozH ol52] BIeHS Alesly] ffet 2z SiAE = o, e i) At

LapgERITh AF Avgo] ofFe AJRolA 115582 S5 AUAY=S ottt
< PO B Pels AHA R BEER] B2 AR 7149 917
(Volatility)2] F8AkFr= 23 Q)M F22Q1 ()9 gro= WaHt of= fidol
ot ] AFEE distr] Golet 7192 S AhofA oldst:

al
e}, ek, 558, 53] A= A o2 F= o] AU o] W

N

8) & A9l EAHEE(1,9177) F P-F nA| FE 3472 Yepdr}. o= 3&5HRI olF
H0] grol 0o] TshA ol ¥l wE(zero-inflated) #4149 @77 44T 7+
573 At olHst EAEES AR Yol XFUollA King and Zeng(2001)011A4]
AIRKeE rare events logit analysis& AARE 23}, A= B Al fARE 23t
=] FdE 1T 4= IStk
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(Table 5) Determinants of Nepotism

Model(1) | Model@ | Model(3 | Modeld) | Model()

Va,\r/llizss/ Dependent variable (t)
P-F turnover| P-F CS P-F child | P-F others |F-P turnover
Intercept -4.8167% | -4.3738™* | -5.9623™* | -7.2435"* | -6.6172%*
[-5.58] [-3.48] [-5.51] [-19.43] [-8.22]
2.3262** . . e .032 -1.
Profiabily (-1 | )% Ten | oo o | tis
Industry 4.4160** 3.3487 8.8951*** -0.8608 2.2715
profitability (t-1) [2.10] [1.39] [2.68] [-0.19] [1.19]
vowaiy 0| 5| Tt | T | Cods | ioos)
Direct ownership | 0.8200™** 0.9685** 0.4351 0.6039 0.8384™**
(t-1) [2.60] [2.40] [0.92] [1.31] (3.12]
Disparity (t-1) 0.4052 0.3780 0.1224 0.6755 0.7336*
[1.28] [0.91] [0.29] [1.32] [2.65]
Accruals (t-1) -1.0442* -1.6532** 0.9122 -1.7256 -0.2782
[-1.67] [-2.23] [1.06] [-1.30] [-0.51]
Size (t-1) -0.1091*** | -0.1396*** | -0.1189** 0.0342 0.0167
[-3.05] [-2.61] [-2.306] [0.63] [0.51]
Leverage (t-1) 0.6430™* 0.4837 0.7539* 0.7179 0.0190
[2.38] [1.42] [1.69] [1.55] [0.08]
Age (-1) 0.1580* 0.0677 0.2977 0.1072 0.1387
[1.75] [0.62] [1.63] [0.66] [1.64]
Cash (t-1) -0.1665 -0.8211 0.8517 -0.8332 -0.2027
[-0.19] [-0.85] [0.65] [-0.406] [-0.24]
L -0.2316* -0.1877* -0.1084 -0.4837 -0.3051**
Tobin's QW | (93] | p174l | F045) | E139) | L211)
Industry effect Yes Yes Yes Yes Yes
Year effect Yes Yes Yes Yes Yes
N 1,760 1,760 1,760 1,760 1,760
Pseudo R* 0.108 0.172 0.188 0.216 0.102

Note: This table shows the regression results for the determinants of nepotism using probit
model. The definition of variables is in (Table 2). To minimize the influence of
outliers, all variables are winsorized at level 1% and 99%. The numbers in the square
brackets are z-statistics computed by clustered standard error at the firm level. ***, **,
and * denote significance at the 1%, 5%, and 10% level, respectively. Industry effect
and Year effect denote industry dummy variables and year dummy variables.
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AfE HeR AuiESE A7) A3 AR (Direct ownership)2| F#4A15== P-F 1
AE SHUeE D83 1Y ()M 7491 HHQ ghe 2= Ao vehd). o,
#g Bk AT ERlo CEO7F wAIE A-H%2F (2)°l =3sto] =L ¢l
on, A=Y (3)2} 7|et IZ(2F (4) 08 wAH o= TR g Q). o]

L @2t 4G Ao ofdo] WAgstElekE AHFR: elo] 4 UAle] Heofs
£ 49 AYAGE Jotshe T 7Ihg Julatet. e, 1580 9o o]

St G} 7|HEA] kS AARRITE AIGARE B3t 7] AR (Disparity)?] F84E
P-F 24| f3E0l sig=he Z@olA f9o]A] % gho] ERlgtt. 23 5)] F-P o

74 A AR g AR AT BE 59491 K9 gro] BRIt of
£ FE AR F G oldo] WAet] A Al A0 BAIEE PgH o= 8
Bap7] ffsf 23 AR 1K AES 2 FHE EolT U Yneltt. ole A&
YA XYOoR <lsf AH4l9] JFeo] 3XE 7S TAAE BHO= ofsHr).
ohek, F 7H] ARtR W BT R02Q] Qi) #h 7HIER, o3t ot A9l
B s B2R1A|, AHo]lg A8 BRI HEsA THEA = o=

23 (1olA dejdEA9] thex]Ql 012G (Accruals)?] S84 E 10% F2=olA]
YT ()9 gk Zh= 2 0= vEhdtt. o] 2|3t A3k= P-F ERIS S&WsE &83t

F (oA fagt AoR ) o tElEAl] gt #&-5 o Al
£elo] A3 A Gl Folslr|Hrk= AAH o R oj2jgt EAIZE 34] ke 719] tisf

ofE} 7= W B Qo) 28 BHel AEE8o] $o12 Hjolalo] gong 1
3 ()T )2 B0 et wg 3] 7IATR(Size)d] FHASE FIF 20)
o gk, A& (Leverage)?] 2HASE FI5t )] go] B} of= Ahizol
A o)do] 77 437w 7|90t HAS F3t AEgo] wlNg 7|golA Bag
9 olujgit}. P-F e} 158 Sl T84 wE (9] A9 ofe} 7|9E4 W
BERERNE-SEE-NER T

mln
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TEHATE 7147H]9] &A1 Tobin's Q9] CEO A 0]F-9] gh& &-83Ith. 8
SYHLRE (1) P-F 2A|(P-F turnover), (2) P-F ERI(AJEiS5:, P-F C9), (3) P-F &
(P-F child), (4) P-F 7]€} Z1=(P-F others), (5) F-P ZA|(F-P turnover)= -85},
ole] o] A= WA 1A F el 7197HA] 7 Aol & omgit). & A=
OLS(Ordinary Least Squares) 282 &3t 3|E4S AASItt 9H4 Probit 2@}
Lot 719459 clustered standard errorg &9l A F-244S HISo0M, 7[Et
71954 Hg= 17] o] AE EERIth o 4 (22 IE5-89] 7197H B4
< £A4517] 9t 2= UERdt.

Tobin's Q=0+ Br*P-F turnovery+ Bo*P-F CSy+ Bs*P-F childy+ BrP-I othersy
+ G5+ =P turnovery+ ByxSize;-1+ BrLeverage;-1+ BexFrofitabilityy-;
+ BorAge-1* Bro*Cashy-1+ B *Dividendy-1+ Brzlnvestment-;

+Big*Direct ownershipy-i+ A+ 1+ &y 2
714, i= 714, j= A, t= IAAEE 9ugitt

(Table )= 4] (2)9] F72IE AR 2 (1)9] P-F 249 F47+= 5% <
oA FAR] ()] ghor wEHE. ols A4t AYd Ae=e] o]ido] CEO
WA BE/de ARRIC =N 7|7 FZR] At 7S Sfuldith o= oAl
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(Table 3)°] 23} QS XY (2)9] P-F 2119 F47AE Fel&olA] &2
Hhd, 2 (3)3%F (4)2] P-F 2Ah2} P-F 718} J=0] 378 Ak= 24 5% ollA 7914
1 2(-)9] go] Yepdt. ol 9l 29 (1] 237H F&2 ofg 79, &, 155800 9
3 =S e AT, 7HE 28 AAshe Adfolnt. IE-5-80] YA Ae] H|

A2dS o1 Aolhs 42 SRk, (Table 3)9] Aol Ywjolct.9)

(Table 6) Firm Value Relevance of Nepotism

VerEes) Model(1) | Model(2) | Model@) | Model4) | Model(5) | Model(6)
Model Dependent variable=Tobin's Q (t)
Intercept 0.5427* | 0.5336* | 0.5389* | 0.5245* | 0.5382* | 0.5264*
[1.87] [1.83] [1.85] [1.80] [1.85] [1.81]
-0.0928**
P-F turnover (t) [£2.31]
-0.0468 -0.0513
P-FCS -0.77] [-0.84]
, -0.1071*" -0.1122"
P-F child ® [-1.97] [-2.06]
-0.1869** [ -0.1912***
P-F others (0 [3.35 | [-3.42]
-0.0482
F-P turnover () -0.93]
Size (1) 00133 | 00142 | 00139 | 0.0147 | 0.0136 | 0.0146
[1.04] [1.11] [1.09] [1.15] [1.006] [1.15]
Leverage (1) | 0-3983™ | 0.3949" [ 0.3958"* | 0.3966™* | 0.3993*** | 0.3939"*
[3.27] [3.24] [3.24] [3.25] (3.27] (3.23]
Profitability (1) | 02273 | 02488 | -02427 | -0.2551 | -0.2310 | -0.259%
[-0.65] [-0.71] [-0.69] [-0.72] [-0.65] [-0.74]
Age (1) -0.0471 | -0.0486 | -0.0480 | -0.0485 | -0.0470 | -0.0483
[-1.221 | [-1.26] | [-1.24] | [-1.25] | [1.211 | [-1.25]
Cash (1) 1.1782" | 1.1839" | 1.1875"* | 1.1837*** | 1.1794™" | 1.1864™*
[3.04] [3.05] [3.07] (3.00] (3.04] (3.07]
Dividend () | 11161 [T11041%% | 111170 | 11.1106"* | 11.1644™ | 11.0799"
[4.75] [4.74] [4.72] [4.75] [4.75] [4.73]
Ivestment (1) | 02281 | 0.2352 | 02408 [ 02207 | 02217 | 02332
[0.84] [0.86] [0.88] [0.81] [0.81] [0.85]

9) 3HH, A £S89 AHQRIIA Tobin's Q& FHQ] FFHS Holx| gkt Ut
Hhd, XI%58 olF Tobin's Q7F oAz WA BEHEtE A2 o9 39d Y
ol% vlaE#Ql gl tigt = A 77 FREEAL 22 AARITE HEef, o
R0 2 Tobin's Q7F W2 20 Sl 710l A(E= 718 K0l 582 74l
7123 99l A FH 7hsAdel A ¥ 2uidith




Volatility (t-1) 2.9489** | 2.9574** | 2,9433%* | 2,9421** | 2.9374*** | 2,9548***
[5.18] [5.21] [5.20] (5.20] [5.18] [5.21]
Direct ownership | -0.1842* | -0.1880** | -0.1883™* | -0.1884™ | -0.1847* | -0.1876**
(t-1) [-1.93] [-1.97] [-1.98] [-1.98] [-1.94] [-1.97]
Industry effect Yes Yes Yes Yes Yes Yes
Year effect Yes Yes Yes Yes Yes Yes
N 1,722 1,722 1,722 1,722 1,722 1,722
R’ 0.295 0.294 0.294 0.294 0.295 0.294

Note: This table shows the regression results for the effect of nepotism on firm value using
the OLS model. The definition of variables is in {Table 2). To minimize the influence
of outliers, all variables are winsorized at level 1% and 99%. The numbers in the square
brackets are z-statistics computed by clustered standard error at the firm level. ***, **,
and * denote significance at the 1%, 5%, and 10% level, respectively. Industry effect
and Year effect denote industry dummy variables and year dummy variables.

23 (4= P-F wAo] g3l Al 74| CEO 24| /32 A3E FAlo =gt 4
A, A= 9 2 (2), 3). (D2 fAtst A7t ERlE| T et 2F (5)9] F-P i
A9] FA4AGE G2lHo]A] ekt M4 (Table 3)0lA BQlE= Hle} o] F-P w47} &
Aotelete. AT M5 2 BAIES P whEo] Al BPRe] BJAE
7go] Alokd 7Fs/ge] &t o] ol FAAE ] 7ol 34] R A0 R 2 4
2lolH, FI55-80= Qg ARA] A} JA| B 0w TIEH, ol g A
A 71572 F Belrt Al D7) AFo]o] o] o8- TRs/do] 22 ARt

SARGE HAEE&(Leverage), B ERMN(Cash), ¥iFADividend) 7} 719 1A
(Volatility)2] S8 914191 )2 gho] ERlEh o= FAjo] dAlaxt, o4
A7NE &3] 913t AFHAE 7] AL, HiF 7197 Alzet -]
Alll 7123t sAo] 7hssict. A=) A5 ARDirect ownership)®| F8A=
SJARl 2H{(-)9] Fho] ERlEl=d], A 29| F7P7t 2388 &S (entrenchment),
A3 5L v o R HE A ] AFES A 7sdo] 7] WECE siMEch
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. CEO A9 W3d SAL0

WA (Table 69 #4& CEO AP upddes ZARHr: oA Wiy
(endogeneity) EAIZ 18] Alsgtoll #HO(bias)7} EAE <= Qltt. B HojM= o] ZAIE
s dshk= WREe® Heckman (1979) 232 A3t Heckman 232 CEO WAIE 2
Aoke= U= AR AE(unobserved private information)7} 294 ¥ 34 A
Heckman's 9] @Ei= RHgEt= Aol 3t Heckman 23S 28517] 918t CEO
A9 EH4E A Anderson and Reeb(2003)3} Villalonga and Amit(2006)= 3=
Sto] SAPIol AAERTLE F_E hSize)d} BHA 59 7t L 4150 HFHAKSD of
stock return}& AREZITE

(Table 7)°14 Heckman 2@9] #4243}, ©F(3)Q] 2044 ZijollA P-F AP A
82 B0l Folet S AlGgkS 7HA, & A0 7Hd 29} 2 KRRl ymA] o
AU P-FELI, P-F7[e} 2=, F-P IA &= 7|G7Fxof] m]x|&= G| H5-sict.

10) W84 2Ael tish A12sfiF4l o] AR A=t
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Abstract

This study investigates the determinants of nepotism by a controlling
shareholder and its effect on firm value, using firms listed in Korea Exchange.
After dividing a type of CEO into controlling shareholders, their children, and
other relatives, we find the likelihood that controlling shareholders’ children is
appointed as a CEO significantly increases in firms with high profitability,
good industry outlook, and low risks. We also show that when children or
other relative is appointed as a CEO, the firm value is significantly lower.
These results are consistent with Perez-Gonzalez (2006) that nepotism can
hurt minority shareholders’ wealth by restricting the efficiency of the
managerial labor market. This study has the academic implication for
presenting empirical evidence that controlling shareholders’ intention to
succeed the management rights of profitable firms to their children can

aggravate the firm value.

% Key words: Family management, Nepotism, CEO turnover, Managerial

labor market, Firm value





