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 Abstract )

This study investigated the largest shareholders’ ownership and value relevance of hidden champion firms
announced by the Korea Exchange in order to empirically examine interest convergence hypothesis and managerial
entrenchment hypothesis on ownership of the hidden champion. Further, this study analyzed differences in
the value relevance of the largest shareholders’ ownership between hidden champion firms and control firms
to examine whether interest convergence hypothesis and managerial entrenchment hypothesis were differentiated
between hidden champion firms and control firms.

This study analyzed the largest shareholders’ ownership and value relevance of hidden champion firms using
samples of hidden champions selected by the Korea Exchange during 8 years (2010~2017). Specifically, using
the propensity score matching(PSM) method, this study analyzed differences in the value relevance of the
largest shareholders’ ownership between hidden champion firms and control firms selected by the propensity
score matching method corresponding to the hidden champion firms.

The results of the study are as follows: First of all, firm values of hidden champion firms significantly increased
when the largest shareholders’ ownership were getting higher. Therefore, interest convergence hypothesis
was established on the ownership structure and firm values of hidden champion firms. However, results of
analysis on total sample firms including hidden champion firms as well as control firms showed that the firm
values significantly decreased when the largest shareholders’ ownership were getting higher. Thus, in general,
managerial entrenchment hypothesis was established on the ownership structure and firm values. Also, there
existed significant differences in the value relevance of the largest shareholders’ ownership between hidden
champion firms and control firms. Specifically, firm values of hidden champion firms significantly increased according
to increase of the largest shareholders’ ownership, which robustly supported interest convergence hypothesis.

The results of the study provide timely implications for the policy of fostering small and medium—sized
firms as well as hidden champion firms by newly shedding light on the association between value relevance
and the largest shareholders’ ownership of hidden champion firms.
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I. &4 A7

durm oz 7)Qe AuTas 71k AU 2B BE, 7o B 5 /149 A
WHE Q) G BF] EEHOE o] FolAEF AR FANE FAE riFk. /G
FEI} 958 V1YYSE L7 Y] B 8] WS Tk AGA ke
WA BAZ 9542 5 9L B ohek AR AYFT YNE BLHOE PA}L I

EAE 4 Aok 71AA 7=} FHE"E AT Jensen and Meckling(1976) ©] % thefslk =
oA EstA AFE L ‘El(dil: Kim and Lu. 2011; ¥4 4] 2017, w2423} uke-d 2019 ).

ZIGAM 2T oJALS], AfTE, TARIYE], QAR GAE T T e4hw 74
ok 1 FolA 7199 iw"r:r%it g Fo3 7|gA TR a4 B Aok 7199 &
Frxe ARA A delel FAl(agency problem), 18]al ZGAe] AT S3 2E
7] wj&Eolt}. o E9of, v A (20170l w2 ZGAte] A E-go] 100%2 A%, AT+
o AGA7t s I stERE HRHIAY A 2]l EAl= EAEA Feth AEAL] A

B20] 50%8 el I FTE AAT 5 Y ANFEFU B9ols YAt FoA
g Abele R 494E 2 ﬂ 371 olel& Zolth. Webdl 719e) 2fTas A
Tzl glolA B FAF aAem T 5 glom, /19e] afTE7} ojd@A wet 7]

A7HE g2k 5 A "ok

719e) 26727} 1976 BAE Gael dsls olgHom Al Fhx FhAo] A
Fh AAE AGA ARl B AS 7Q7IE FastE AGATE Fesior @
ol ErhsHEz A APARE Sehsiab S Fe) ololel B SR

ks AR olaidATMd oIt EAlE A AR °l S7HETE YAt A
o AujE o] FetE 3, Ax AGAtel e AA 9 FAEge] ofshE o 24 gt A
ol F7 7hs Aol woRit= A YAt T oItk A= YA Aol wet 71
ZHA7F PR o g Gepine A AT oIk

S, dxAg 2ol E AT AN F2H FAFES ke ¢S s §
Ast7] S8l 2009978 F=d FAVIE sk thd dmAaelA AT Aa

D AgAtel w2 Al 71A] 7Hde] BE AR HE AFEA A37F 42 SAR wekA Al 7
A 7Hd F ol 7Hde] H& E‘r”o}l AEHo] QlEA e e deld vyt gle o= &
SEHFAERQ AF T o]23 a7 2 AN E Z=2E A

2) ZA&rgold AAl BAARA 1~39 e ZF dFAA 199 AdEfES ﬂxl%}l, Azt
mZo] 300 G2 mukel & AgA A R ANPERA FATFRE 2} l”& AR H S B
3 w2 A3 42719 719-S 9u|EtHo] & 2009). FA1G-S 3= Athidden champlon)
22 ANHE FH, I=AYgLE 2009958 2015E@71HA] ‘Za s ET Aol s PR
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749} olaf A X7} (Interest Convergence Hypothesis)& 7 g#te] A E-go] F71&r=
74 @Aet Q)RFF Alol9] ofsdFo] FHaste] Z|9HAIVE Skt Aotk &, 71947
A7} 7raet 7 gAke] Fwealth = Aol 7HA4sty] wjZel A g2= 719714 SHskE
8l =88 shA HH, ol A= EFF9| oo}t dAH HEE tigl}l Bl-go] i
st 7197117 F7hebohE Aot gk 2005, = 4w 201D).

Jensen and Meckling(1976), Demsetz and Lehn(1985), Zajac and Westphal(1994) 5-& 7 <
Zbe] AE&o] =& 7ol ZIH7EAITE HAEE AR Fdelor & vlgo] &
2 7197k FUEE 98 AAE 7Y olYdl Fiste oA AR S doka F4skA
o &, AR AEgo] SUHETE gl vHlgo] wolx UL Skt
olafj x| 7}d o] AFE A AT T3 Ang et al.(2000)-2 w]=2] 1,7087) F471¢
o2 AYA AFAEEe] dER] BlEe vXe 9T B4t AP 2FAE
Vs g g FostA ZAgtkal B askgin

U 719E o R 3 AFolxx APA ol A 7HE & A A sk AF7E AAE vt
ATh F-9-24 3} 0] -u(2005)-2 2001 FH-E 2003 37HA] §715E 7S gz 247
B719H A28 Y7199 7198 AE va B4 e, FAMY ol E, AR =S
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22 AAX} b7 2 Mol

739 A+ o+F71d(Managerial Entrenchment Hypothese)-& 73 g AF2] x| &-o] Z7}1gto| ulet
7147 A7 7kt oS dAITHE A 2, AR A& SS9 7Y
Aujdol thet HA7}F FAS F59 o] FtiEtE A% W R A o]9) S FH 8=
ol AFst 7197k217F stedtke o] EoltH7d 3 W 201D, &, A EAe] A E&0]
S/ 3B A7 FarsAl BAE 7] wfZoll 259 olsj Btk A EA] 7]
A AHAe ‘433}04 At} flolnt JFFo =N digll Hlgo] F7kstal, ol= s
7147 217} Atk Aotz =%k 2005).

Demsetz(1983), Fama(1980), Stulz(1988) 52 dgAFe] A &E-&o] F7Iste] YA EA|
A, Auigo] AstEw AgAte] et A R A ZEo] ofstE o] PR} Aol o] T
7FeAol wokxlta FAedth 53] AP Al BAAES i de 28R T A

QS FF3ly dA HeE 58] Aty #GT A, AYAE 7197 SuskE 8
=E3l7] Boh= AbFolols 73T Zlolth

olo} 3t} wjr]4=e} HPHR(2007)-S 2001d K-8 20061 37HA] 229 A4S iy
O = oJatF] o Fx&} VA HHEAA S RS, HUFFAEEC] B Z2H FATV|IAYT
5 7977 etk A3E Baskinh Hlsgk Al7lell A 9 21 9hE(2008) %= 2000
WHE 200737bA] Aas 7S o2 7o AfT7x 2 A7idder #-d
T HEZE FA st FARE A3E Bastiith &, Z2w7|ge] HAdFFAEEe] 55

7197 A7 Zhaske ARE AAsk T A9k $542019)9] ATl A= 2009
—rE1 20173A7k A = A7 I9ES ANFFAEES Ul TR FES o A5

A& Z98 7] dHES EAsA T A7A A, ﬂEH?Zr B8] 25% mukel 7]"’*01]

Ae HUFFAEEC] S7HETE B4R FoH o= Fhaste] BgA brHdol B

W s Anh Yehge

3

R

23 ZIR EHIHE

rH

2 MagolT

o°"

Morck et al.(1988)¢] AT-ollA= HNFFAE&°] 5% oIl 75 7197H17F S7FsH3
AT, 5% ©)3HE 25% olatd wi= A GAF] AbF ol YR Qs 7GRV} 7HAE}
Atk 1y HFFA 0] 25% o7 A-f-oll= thAl B EAY AbR ol =97t 7
a5t 71Q7HA7F SVt AR ARE AT &, HUFFAEE ol o}
gt 7AgAY] 97t SEARA 747 = }‘:‘aﬂ o= yepdtta #4438tk McConnell
and Servaes(1990)5 HAhFFA|H-Eo] 40%~50% +FY w= HWFFAEEo] =71
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whe} S 7R R, HFTA B g 50% ol o)W AhFFAR-&o] FHASE
U7 AASIATL RO 2 A AFHEE AXSE A%E AN e

T ATNAE AR AEAL L AASHE At B v T whAE00DL 2000
WRE 20039714 maeh 347G PO Hr)FTARE3) Jh B
A7 s, HANFFARR] 50% 12 71545k 0% o141 A\ delA A ol
AAFAT. Tt AhFFARE0] 50% ol —T0% w1 F)Rlel A AR o827}
Ho| A Aur} ekt 717189 g 22008)12] Aol A% 2002358 20065747
S0 P AZYE PFOE HAYFFARET 717k BEHS B AFFAR
& FEo W 797kt Ao R e @48 1137_—8}1 olc,

AR23} 4-2(201D-2 20013 F-E 201097HA] 7154 337145 229 43719
e P Y
o] 30% vIRESl 73 Feli= 7147k} astH oLk, ANFFEA RG] 30% o4 AN
7147 X7 S7Fskd T e 9(2012)2 1999 F-H 2008 A7bA] 29 7S o=

A)EF AR g A DAL S H—s}aau}. 0 Ak ARFFAR-g] 40% olsHel A
e AFEARE] FNFE IYHIE FISI O AFFAL B0l 40%F 23
S Aol HlEFAR Gl SRS A B AT B et

Qo) afrTxe} AN BALS] B APAT AAE FYARA HAhFFARZo] =
MAEE AL B4 £ A3, 42T FE Uk FA o] F 77k g0l A
BFFARE FEol et G A ABHOR Uk = Wk 53, T 47198

oz @ AAATAAE AUFEFr) BEsA ARe BEE, 5 APFFARLol

FHEsHA o ZId7Hdl FAAR] GFE vve dT7EAHE FE o FaL U 1

U Ag7tA o) AdddTe 7 AR7IY B 228 47 AAE tdes o o

T7F A9 thR-Eeltt. FoET dnt 7|43 AGRA B 7 EA 0] Adeld FaT|]del =

e T d7e AT AAoltt & dFolM e Aavide ez HAFFAREd 7

A7HA B S EHstaal Ik wEbs Adddgreke] Aol o, 55 AT #

d 7GR T2 dTte] MAE st jitk 59, 2 e Aaid Be T4
A

FARANE ArHoz on Qe AEE ATFE 5 Utk
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<E A—1> 7|=EHE
[Panel Al FAES: Z27|Y Y dub|g) B2
e 22zt B EL 2/chzk EFTA 24t
MTB(1V* 0.300 1.757 1.220 10.740 1.679 2818
MIBEY 0.290 1.753 1.290 9.900 1574 2.479
LS 0.090 0.394 0.383 0.729 0.144 0.021
FORI 0.000 0.062 0.028 0.447 0.082 0.007
SIZE 22,635 25.260 25.338 27144 0.913 0.833
DEBT 0.042 0.365 0.356 0.890 0.193 0.037
RD 0.000 0.046 0.025 0.816 0.067 0.004
ROA —0.391 0.061 0.061 0.302 0.083 0.007
LOSS 0.000 0.129 0.000 1.000 0.336 0.113
BG4 0.000 0.408 0.000 1.000 0.492 0.242
IFRS 0.000 0.778 1.000 1.000 0.416 0.173
[Panel B] ZA7|d ==
il DS g e =[CHzt EZHR A
MIB(1)* 0.300 2.003 1.390 10.740 1.864 3.473
MIBEY 0.290 1.996 1510 9.900 1.728 2.988
LS 0.101 0.350 0.331 0.728 0.129 0.017
FORI 0.000 0.070 0.036 0.447 0.086 0.007
SIZE 22,635 25.474 25516 27.132 0.809 0.654
DEBT 0.044 0.365 0.363 0.890 0.196 0.038
RD 0.000 0.055 0.033 0.816 0.077 0.006
ROA —0.380 0.058 0.064 0.274 0.093 0.009
LOSS 0.000 0.166 0.000 1.000 0.372 0.139
BIG4 0.000 0.399 0.000 1.000 0.490 0.240
IFRS 0.000 0.778 1.000 1.000 0.416 0.173
[Panel C] Eb7|e! ==
B SN =y e =|SHZk EZHX| =4
MIB(1V 0.300 1.454 1.040 10.740 1.360 1.851
MrBe)* 0.290 1.455 1.070 9.900 1.302 1.694
LS 0.090 0.450 0.439 0.729 0.143 0.020
FORI 0.000 0.051 0.019 0.393 0.075 0.006
SZE 22.657 25.037 25.075 27.144 0.961 0.923
DEBT 0.042 0.365 0.347 0.854 0.191 0.036
RD 0.000 0.037 0.018 0.423 0.054 0.003
ROA —0.391 0.064 0.059 0.302 0.072 0.005
LOSS 0.000 0.091 0.000 1.000 0.289 0.083
BIG4 0.000 0.418 0.000 1.000 0.494 0.244
IFRS 0.000 0.778 1.000 1.000 0.416 0.173
# MTIBA)Z MTB2) 25 7197H05 243 A, MBS 7123712 233 ARIIX A7}
Augolw, MIBZie ABTF7I2 247 ARIANAA7IA 8] &2 2H2h ojn) e,
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AA, Z1Q7HENS] &1 BRI WA 7R8I MTBA), MTBE)N HFFA]
BE(LY9 AHaA F4A%E AEd gad 2ok dAEE(Panel ADF dRb7|Y 2
((Panel CDollAl= Pearson A3aA159t Spearman A #AG BF ARILX| AR 7L H &
MTBA), MIBE) HHFFA &L el 73t +(—)¢] ZaddAZE vty 18u %
2719 FE(Panel B])PJ 73, Spearman “g&A|Froll A= ARIIX A7 8l MTBA),
MIB2NZ HNFFAEE(LY 1ol Fofg S(—)9] AaaA7F YebA] 9, Pearson “&-47
FolME APTT7IE SHT BRI WAG7A R SAMTIBENF HNFFAEELS el
o3 H+)e] A@|BAYF JERGTE E3 MRRrlE 233 AR/ YA 6 S
MTBAI AR FFARELY o= Fodh 4aaArZE YehtA gt

ol¢} o] FAMFEH M= Far|Fe HAUFFALEEC] TS 71977 7
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FAAlT BT QA RARARAEE(FORD, A77WEFEANRD), FAol&(ROA) 52 W
T7v B Z1Q7WRIMIBA), MTBEASY {roldt oK +)e] 4aaArt de A= Ueyth 1
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3 HH)Y FABATE e o2 Uk o, Pearson AT S AT EAY
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- 70T -

[Panel A] MAEE: ZA7(ef A Uy HZ=
= MTB(1) MTB(2) LS FOR/ SIZE DEBT RD ROA LOSS BlG4 IFRS
MIB(7) - 0.941** | —0.276** 0.320** 0.001 —0.038 0.364** 0.353** | —0.094** 0.080* 0.042
MTB2) 0.912** - —0.293** 0.298** 0.000 —0.028 0.371** 0.277** | —0.028 0.092** 0.090**
LS —=0.151** | —0.175** - —0.151** | —0.038 —0.178** | —0.382** 0.042 —0.079* 0.018 —0.054
FOR/ 0.351** 0.327** | —0.147** - 0.356** | —0.250** 0.135** 0.300** | —0.146** | —0.026 0.075*
SIZE —0.019 —0.030 —0.043 0.245** - 0.044 —0.140** | —0.161** 0.049 0.039 0.183**
DEBT —0.015 —0.011 —0.147** | —0.198** | —0.011 - —0.132** | —0.303** 0.131** 0.018 —0.104**
RD 0.293** 0.307** | —0.188** 0.078* —0.137** | —0.065* - 0.075* 0.047 0.130** 0.051
ROA 0.260** 0.203** 0.076* 0.304** | —0.163** | —0.267** | —0.079* - —0.583** 0.020 —=0.171**
LOSS —0.077* —0.027 —0.078* —0.155** 0.054 0.137** 0.140** | —0.680** - —0.022 0.080**
BG4 0.077* 0.086* 0.020 0.042 0.048 0.018 0.109** 0.018 —0.022 - —0.086**
IFRS 0.052 0.077* —0.058 0.034 0.200** | —0.115** 0.040 —0.162** 0.080* —0.086* -
[Panel B] ZA7 | =2
= MIB(1) MTB2) LS FOR/ SIZE DEBT AD ROA LOSS BG4 IFRS
MIB(7) - 0.928** | —0.188** 0.397** 0.016 0.097* 0.228** 0.435** | —0.229** 0.045 —0.050
MTB2) 0.903** - —0.208** 0.364** 0.018 0.119* 0.230** 0.337** | —0.144** 0.054 0.008
LS 0.090 0.121** - —0.116* 0.021 —0.229** | —0.368** 0.091* —0.099* | —0.039 —0.080
FOR/ 0.450** 0.416** | —0.152** - 0.351** | —0.281** 0.100* 0.330** | —0.151** 0.040 0.094*
SIZE 0.013 0.005 —0.001 0.276** - 0.123** | —0.230** | —0.211** 0.049 0.041 0.269**
DEBT 0.042 0.063 —0.197** | —0.249** 0.029 - —0.050 —0.313** 0.186** 0.067 —0.101*
RD 0.156** 0.163** | —0.167** 0.063 —0.176** | —0.045 - 0.040 0.066 0.046 0.041
ROA 0.339** 0.267** 0.090 0.376** | —0.162** | —0.281** | —0.109* - —0.647** 0.050 —0.215**
LOSS —0.192** | —0.128** | —0.080 —0.185** 0.035 0.185** 0170** | —0.731** - —0.082 0.121**
BG4 0.031 0.034 0.008 0.078 0.057 0.060 0.057 0.062 —0.082 - —0.149**
IFRS 0.002 0.031 —0.081 0.047 0.319** | —0.121** 0.006 —0.198** 0.121** | —0.149** -
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<E 4-2> HiF Z2b MRS Ol
[Panel C] EP|H EE
& MTB(7) MTB(2) LS FOR/ SIZE DEBT RD ROA LOSS BIG4 IFRS
MTB(T) - 0.949** | —0.238** 0.190** | —0.079 —0.225** 0.441** 0.227** | —0.051 0.128* 0.172**
MTB2) 0.925** - —0.244*> 0.187** | —0.089 —0.228** 0.444** 0.174** | —0.086 0.139** 0.210**
LS —0.129* —0.138** - —0.066 0.020 —0.123* —0.349** 0.054 —0.020 0.046 —0.055
FOR/ 0.103 0.106 —0.070 - 0.320** | —0.219** 0.106 0.272** | —0.193** | —0.109* 0.050
SIZE —0.152** | —0.169** 0.053 0.169** - —0.016 —=0.151** | —0.142** 0.012 0.048 0.105*
DEBT | —0421** | —0.150** | —0.099 —0.137* —0.051 - —0.225** | —0.293** 0.063 —0.043 —0.109*
RD 0.578** 0.598** | —0.135** 0.060 —0.196** | —0.110* - 0.115** | —0.024 0.241** 0.065
ROA 0.079 0.058 0.091 0.168** | —0.163** | —0.252** | —0.008 - —0.502** | —0.006 —0.119**
LOSS —0.110* —0.125* —0.016 —0.135* 0.024 0.073 0.044 —0.594** - 0.072 0.033
BlG4 0.160** 0.178** 0.030 —0.003 0.049 —0.036 0.214** | —0.051 0.072 - —0.010
IFRS 0.154** 0471** | —0.058 0.025 0.118** | —0.109* 0.106* —=0.117** 0.033 —0.010 -
# 7HAAR R x3HE Wl WS ER Z49 WSFMIBA), MIB2), LS, FORI SJZE DEBT, RD ¥ ROAle} BEx== ZHH W
(LOSS, B]G4 I FRY7} B Z3EQ 82 Pearson A #AS L Spearman ARAFES BEF BASt BAE (F 4-209] FHEdHe

Pearson Zg-3A| 40,
'—v Z}' 5% TI’-/] - ?_L

J -2 Spearman “g-A| <.

"?—%
2 1% Folas

&, kek:
)
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<E 4-3> Jtd1e] A¥Z

FV=qa, + B,LS+ B,FORI+ B,SIZE+ B,DEBT+ 3, RD+ 3,ROA

+ B.LOSS+ BBIGA+ B,IFRS+ ID+ YD+ ¢

[Panel A] Fx|ZEE

e MTB(1) MTB(2)
FEAS t—S72 VIF FHAS t—SH2 VIF
Intercept 5.200 2476 5472 2.754***

LS —0.654 —1.607 1.143 —0.878 —2.281** 1.143
FOR/ 5.646 7.406*** 1.323 5.071 7.033*** 1.323
SIZE —0.203 —2.398** 1.268 —0.204 —2.545** 1.268
DEBT 1.669 4.647%** 1.402 1.372 4.039*** 1.402

RD 5533 6.167*** 1.160 4913 5.790*** 1.160
ROA 8.431 8.175*** 2.383 7.180 7.362*** 2.383
LOSS —0.793 —3.581*** 2.044 —0.906 —4.325%** 2.044
BG4 0.130 1.152 1.038 0.131 1.227 1.038
IFRS 0.313 2.037** 1.086 0.364 2.502** 1.086

D =5t st

YD =5t =t

adj. R* 24.30% 22.10%
F—Value 27.223 24.185
p—Value <0.001 <0.001
[Panel B] ZA7|Y¢ 22
e MTB(1) MTB(2)
FEAF t—S7E VIF FEA t— S VIF
Intercept 17.086 4.674*** 16.800 4.761***

LS 1.923 2.804*** 1.197 1.352 2.042** 1.197
FOR/ 11.266 9.606*** 1.714 9.914 8.757*** 1714
SZE —0.725 —4.872*** 1.645 —0.698 —4.859*** 1.645
DEBT 4.018 7.558*** 1.635 3.580 6.976*** 1.635

RD 3510 3.330%** 1.151 3.210 3.155*** 1.151
ROA 6.306 4.383*** 2.925 5.145 3.705*** 2.925

LOSS —0.072 —0.230 2.390 —0.212 —0.702 2.390
BiG4 —0.024 —0.150 1.073 —0.009 —0.055 1.073
IFRS 0.269 1.227 1.142 0.354 1.677* 1.142

D zst x5t

YD st st

adj. R? 33.40% 28.00%

F—Value 24.049 18.883

p—Value <0.001 <0.001
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e MTB(1) MTB(2)
FHA t—SAHZ VIF FHA t—SH2 VIF
Intercept 6.723 3.164*** 6.888 3.425%**
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