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 요약

본논문의주제는국제금융위기전,후시기를포함하는연구기간을기준으로,관련유사연구들이현재기

준 상대적으로 미약하다고 판단되는 국내 자본시장의 소위재벌그룹 계열사(재벌기업)들의 시장가치와 장

부가치기준수익성지표들의재무적결정요인들에대한분석이다.최근국내재벌기업들의전반적인수익

성의 감소 추세와 그 중,일부 기업들로의 비중 증가 성향을 고려하여,동 수익성 결정요인에 대한 재무적

측면에서의분석이요구될수있다고판단된다.수익성지표관련 3가지가설검정 결과로부터다음과같은

재무적 특징이 도출되었다:첫째,본 연구의 시계열과 횡단면적 자료 분석관련 패널자료모형 측정을 통한

수익성 결정요인 검정 결과,장부가기준 수익성지표에 대한 통계상 유의적 변수들로서는 장부가와 시장가

기준의부채비율들,시가대비 장부가 비율,순이익위험도,자유현금흐름,그리고외국인지분율 등으로 판명

되었고,시장가 기준 수익성 결정요인으로는 부채비율(즉,이자비용/영업이익)만이 동 수익률에 유의적

영향력을보였다.또한,공변량분석과 Tukey다중비교분석을 이용한산업별 수익성차이 분석에대한 2번

째 가설검정 결과,장부가 기준,재벌기업과 비재벌기업 모두,해당 표본산업들 중,화학업종과 식품업종에

서 상대적으로 높은 수익률을 나타난 반면,시장가 기준으로는 재벌소속 기업들이 전자통신산업에서 최상

의 수익성을 나타내었다.마지막으로 조정된 ‘듀퐁시스템’을 이용한 재벌기업과 비재벌기업간의 수익성 해

당 요인별 분석에서는 ‘영업이익매출액’비율과 ‘총자산회전율’요인들에서,전자가 후자인 비재벌소속 기

업들보다 상대적으로 상위수준임을 모수와 비모수 통계적 측정치를 통하여 유의적으로 판명되었다.

■ 중심어 : 수익성지수 국내자본시장 패널자료분석 공변량분석 조정된 듀퐁시스템

Abstract

Thisstudyaddressesanempiricalissuewhichhasbeenreceivedlittleattentioninthe

contemporaryfinanceliterature:Toidentifyanyfinancialdeterminantsoftheprofitabilityindices

forthefirmsbelongingtotheKoreanchaebol.Threehypothesesofconcernwerepostulatedand

testedforthesamplefirmscoveringtheperiodsofthepre-andpost-financialglobalcrises.

Regardingtheresultsonthe1sthypothesistestofcharacterizinganyfinancialprofilesforthe

firms(belongingtothechaebols)byestimatingalegitimatepaneldatamodel,thepresentstudy

foundthestatisticallysignificantrelationshipsoftheexplanatoryvariables(BVLEV1,MVLEV1,

MV/BV,RISK,FCFF andFOS)withthebook-valuebasedprofitabilityratio,whilethe

market-valuedprofitabilityindexwasexplainedonlybyBVLEV2.Regardingthe2ndhypothesis

testfortheprofitabilityofthesamplefirmsattheindustrylevel,thechaebolfirmsinthe

chemicalandthefoodindustriesoverallpositionedthemselvesintothetopranksinorder,which

wastestedbytheANCOVAandtheTukeymultiplecomparisonprocedure.Finally,onthe3rd

hypothesistestforthe'adjusted'Dupontsystem,onlytwosuchasthe'operatingmargin'and

the'assetturnover'showedtheirsignificanteffectsbetweenthechaebolfirmsandtheir

counterpartsinboththe(parametric)independentsamplest-testandthe(nonparametric)

Wilcoxon-Mann-Whitneystatistics.

■ keyword : Profitability Index Korean Capital Markets The Panel Data Model ANCOVA Adjusted Dupont System  
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I. Introduction

Thisresearchinvestigatedoneofthecontemporary

issues,whichmayaddresstheon-goingdecreasing

trendofprofitabilityofthefirmsbelongingtothe

chaebols,theKoreanbusinessconglomerates,atthe

nationallevel,coupledwithaincreasingoreven

intensifiedconcentrativenessbyafew topranked

chaebolsinsizeintermsofaggregatedprofitlevel,

expeciallyintheperiodofthepost-globalfinancial

crisis.Thisphenomenonmaysubsequentlysuggest

thatanyprobabilitytoimprovethelevelofcurrent

profitabilityofthefirmsclassifiedintothechaebols,

theso-calledas'chaebol-firms',seemstoincrease

by identifying and examining any financial

determinantsofprofitabilityforthefirm atthe

industryandthecorporatelevels.Theprofitability

levelof16oftheKoreanchaebolssin2012was

deterioratedtolevelsbelowthoserecordedduringthe

globalfinancialcrisisin2008asreportedintheKorea

JoongangDailyasofNov.4,2013.Torecap,the501

domesticfirmslistedintheKOSPIstockmarket

decreasedtheiraverageprofitmargin4.7%and4.51%

(onyearlybasis)inthefirsthalfofthefiscalyearof

2011and2012,respectively,andonlyfouroutofthe

twentyKoreanchaebolswereestimatedtoimprove

theirmarginratiossuchasSamsungGroupearnedup

to67.7% andHyundaiMotorGroupincreasedby

22.2%overthepastfouryears(from2008to2011).

Moreover,itmaybeofgreatconcernorinterestto

findtheseexplanatoryattributesfrom theforeign

and/ordomesticinstitutionalperspectiveduetothe

increasing and pervasive trends of aggregate

corporateprofitsatthenationallevel,attributed,in

large part, to most multinational Korean

chaebol-firms,given the dynamically changing

corporatecircumstancesaffectedbytheon-goingand

anticipatedbilateralortrilateralFTAs(FreeTrade

Agreements),andTPPs(Trans-PacificPartnerships).

Themainmotivationstoperform thisparticular

studywereasfollows:First,from apolicy-maker

and/oracorporatemanager'sstandpoint,thelevelof

profitabilityforthefirmsinthechaebolsmay,in

general,be improved or recovered from their

downward orsluggish trend by identifying its

attributesordeterminantsasdescribedearlier.Even

ifthechaebolfirmsmaybereassessedinambivalent

waysinthehistoryoftheKoreancapitalmarkets,it

maynotbepossibletoundervaluetheircontributions

tothedevelopmentofthecurrentnationaleconomyor

wealthsincethe1960s[1].Second,acrossthepre-

andpost-periodsoftheglobalfinancialcrisis.it

seemedtobeofinterestorusetofindanyconsistent

androbustresultsonthefinancialcharacteristicsof

theprofitability levelfortheKorean firmsby

comparing ortaking into accountthoseresults

obtainedinmajorpreviousresearchessuchasin[2]

and[3].Forexample,Kim & Berger[2]provided

evidencessuchthattherewasalinkagebetweenthe

sizevariableandthefinancialcharacteristicofthe

chaebol-firms.Inotherwords,thelargeristhesize

ofafirm,thehigherwastheprobabilitythatafirm

isbelongingtothechaebolone.Moreover,therewere

inverserelationshipsbetweenthehigherprofitability

ofafirmandlowergrowthrate,andtheprobability

tobeclassifiedintothechaebolone,respectively,

whereastheproposedfinancialproxiesforbusiness

riskwasnotasignificantdeterminantdiscriminating

betweenachaebolfirm anditscounterpart.Inthe

studybyKim[3],thefindingofanegativeassociation

betweentheleverageratiosandafirm'sprofitability

maysuggestthatthesamplefirmsheadquarteredin

theChungcheongprovinceseemedtokeephigher

capitalstructuresfromtheiroptimalpoints,whilea

positiverelationshipbetweensizeandprofitability

existedduring thestudiedperiod.Thereby,any
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statisticalgeneralityderivedfrom theresultsmay

wellbeappliedtoimproveorenhancethelevelof

profitabilitymorethantheexistinglevel.Finally,

theremaybefewresearchesontheissueexamining

thepossibledeterminantsofprofitability,especially

forthefirmsintheemergingcapitalmarketsafterthe

globalfinancialcrisis,which can beeffectively

utilizedfortheKoreanchaebolfirmsbyforeign

institutionsconsideringtomakedomesticinvestments

inthetypeofFDI(foreigndirectinvestment)or

indirectportfoliodiversification,giventheprevalent

andanticipatedcapitaltransfersthroughthevehicles

ofFTAsorTPPs.

Thisstudywascomposedasfollows:Followingthe

introduction section, the second section

chronologicallyreviewsthepreviousandrecentmajor

literaturerelatedtotheinternationalanddomestic

financialattributesofthefinancialaspectsofthe

firms,includingprofitability.Thesubsequentsection

discussedthedatacollectionandthemethodologies

appliedtothisparticularstudy,andanyplausible

analysesand untraversed implicationswerealso

presented,basedupontheresultsobtainedfromeach

correspondinghypothesistestinthefourthsection,

which was finally followed by the concluding

remarks.

II. Literature Review 

In this section, the previous literature on

determinantsofthefinancialsubjectsincludingthe

profitabilitylevelwaschronologicallyreviewedand

summarized,whichweredirectlyorindirectlyrelated

tothoseofthefirmsbelongingtothechaebolin

Koreaandhadalsofrequentlybeenreferredtoas

majorresearchesinthefinanceliteraturesuchas[1]

and[2].Kim&Ham[4]performedanempiricalstudy

tofindanypossibledeterminantsonthesixfinancial

analysisindicessuchasprofitability,growth,and

liquidity for the firms headquartered in the

'Chungbuk'regionalprovinceinKorea.Intheir

study,itwasfoundthatdebtratioandgrowthrate

among the explanatory variables,showed their

statisticallysignificantandnegative(fordebtratio)

andpositive(forgrowthrate)relationshipsonthe

profitability,respectively.On the growth rate

measured in sales amount,the following three

variableswerefoundtobesignificantaspossible

characteristics:size,debt,andassetutilizationratio.

The study in [2] investigates two prolonged

controversialissuesconcerningKoreanchaebolsvs.

non-chaebols.TheKoreanchaebolcanbethoughtof,

inamacrosense,assimilartotheJapaneseKeiretsu,

althoughthereareseveraldifferenceslistedinthe

study.Oneoftheissuesinvestigatediswhetherfirms

belongingtotheChaebolinKoreahavedifferent

market-value based debt ratios than their

counterpartsnotbelongingtothechaebol.Ifthisis

so,thereareseveralmanagerialimplications.The

resultsindicatethatfirmsinthechaebolmayhavea

highermeanleveragethantheircounterparts.The

otherissueaddressed,utilizedalogisticregression

analysistodeterminethatfirmsbelongingtothe

chaebolappearedtopossessdifferentlevelsofthe

followingcharacteristicsincomparisonwithfirmsnot

belongingtothechaebol:largersizemeasuredby

total sales, higher sales growth rate, lower

profitability.

Parketal.[5]performedtwosetsofteststoanalyze

thedifferencesbetweenthechaebolfirmsandthe

non-chaebolonesandalsobetweenmoreleveredand

lessleveredchaebols.Regardingthefirstresult,the

significantrelationship was found between the

investmentandtheirgrowthopportunityforthe

chaebols,while the reverse was true forthe
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non-chaebols.Second,they presented thatmore

statistically significant relationships were found

between the investments and the growth

opportunities,asthechaebolfirmswerereducing

theirlevelsofleverage.

ThestudybyGoddardetal.[6]indicatedtheir

testedresultsonthefinancialprofilesaffectingtwo

performance indicators such as profitability and

growthofthefirmsbelongingtotheelevenEuropean

nations,forthesampleperiodfrom 1992to2000,

utilizing avariancedecompositionanalysis(VDA).

Theproposeddeterminantsenteredintothemodels

were the proxy variables measuring country,

industry,corporategroup,andfirmeffects.Whilethe

resultsimpliedthattheeffectsarisingfromthefirm

andthecorporategroupproxiesshowedtheirlargest

contributionsaccountingforthevariationofboththe

profitrateandgrowthrate,themagnitudesofallof

thevariablesmaybesmallerinthelatterone(i.e.,the

growthrate)thanintheformerone.Choi[7]also

investigatedanyfinancialdifferencesbetweenthe

rising(orsurvived)andthefailingchaebolsduring

the1997financialcrisis.Thisstudyfoundthatthere

werenostatisticallysignificantdifferencesinterms

ofinsideownershipbetweenthetwochaebol-related

groups,aftercontrollingforthesizeeffect.The

failinggroupwasalsofoundthattheyweremore

diversifiedthantheircounterpartsmainlyduetothe

lowercostofborrowing,whichtherebyresultedin

thedecreasingnetincome.Ontheeffectofcapital

structureonprofitabilityutilizingtheU.S.sample

firms,Gilletal.[8]examinedthefinancialaspectof

profitabilitytoobtainmorerobustresultsapplicable

tocross-bordercases.Theyemployedthreetypesof

proxiesfortheindependentvariablesforleverage

suchasshort-term,long-term,andtotaldebttofind

anyeffectsonthedependentvariable,ROE.Theother

variablessuchassize,salesgrowth,andindustry,

werealsocontrolledineachappliedregressionmodel.

Whiletherewerepositiverelationshipsbetween

short-termandtotaldebtratios,andprofitabilityin

boththemanufacturingandtheserviceindustries,the

resultsonthelong-term leverageratiowerenot

consistentbetweenthetwoindustries.However,no

statistically significant relationships between

profitabilityandtheotherthreecontrolvariableswere

generallyfoundintheirstudy.

From foreign and/or domestic investors'

perspectives,itmay beinteresting tofind any

financial attributes or profile of the firms

headquarteredin'Chungcheong'provinceinSouth

Koreaconcerningprofitability,giventhatthissubject

sofardrewlessattentioninthepreviousliteratureas

testedin[3].Thisstudyperformedthreehypothesis

testsontheprofitabilityindicatorbyutilizingthe

modelssuchasthe'paneldata'oneandthe'logistic'

regressionone,applyingamodified'Dupont'system.

With respecttothemajorfindings,theresults

identifiedthattheproxiesmeasuringleverageacross

the book-value(BVLEV1)and the market-value

(MVLEV1) bases,were statistically significant

constituents determining profitability. Another

explanatoryvariable,SIZE,withitspositiveand

statisticallysignificantrelationshiptotheindicator,

representedthatthefirmsintheprovincewere

smallerthantheircounterpartsintheotherregional

areasinKorea.DRELYapplyingamodified'Dupont'

system,foundtobetheonlystatisticallysignificant

discriminating factor between these comparison

groups.Asoneoftheprimarycontributionsofthis

study,theoutcomesmaybeusedbythefinancial

institutionsoperatedacrosstheregionsincluding

SeoulMetropolitanarea,whenimplementingtheir

lending practicesto providefundsforpotential

borrowers such as the firms belonging to

'Chungcheong'province.
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1. All the data including profitability indices for each 
sample firm, were available for at least six years from 
2006 to 2011, including the global financial turmoil 
occurred in 2008.

2. The sample firms were listed on the KOSPI market at the 
end of December 2011. They were also included in the 
databases of New KisValue (published by the NICE in 
Korea). 

3. The largest 13 corporations ranked by asset size, were 
selected for each corresponding industry whose 
classifications or definitions were matched with those 
adopted in [19].

4. The criteria to classify a firm as belonging to the 
chaebol, followed the guideline by the Fair Trade 
Commission in the Republic of Korea, such that it was 
belonging to a 'large business group', subject to the 
limitation on cross-shareholding.

5. A firm in the chaebol was assigned as '1' (as a dummy 
variable) and '0' for a non-chaebol firm.

6. Financial and regulated industries were not included in 
the final sample.

Oneoftherecentstudies,Kim[1]examineda

long-standingissuewithitsperverseresultsinthe

Koreancapitalmarkets,suchasanyvariantfinancial

profilesovertime,affectingcapitalstructureforthe

firmsbelongingtothechaebols.Itmaybeofinterest

toidentifythesecomponentsfromtheperspectivesof

internationalinvestorsanddomesticpolicymakersto

implementtheircontingentstrategiesonthetarget

leverage,sincetheU.S.financialturmoilsinthelate

2000s.Regarding the evidence from the three

hypothesistestsonthefirmsinthechaebols,this

researchfoundthatthecontrolvariablesmeasuring

profitability,businessrisk,andnon-debttaxshields,

showed theirstatistically significantrelationships

withthedifferenttypesofadebtratio.Inlinewith

theresultsobtainedfrom thepresentresearch,one

mayexpectthatafirmintheKoreanchaebol,may

controlorrestructureitspresentlevelofcapital

structuretoreverttoitstargetoptimalcapital

structure towards maximizing the shareholders'

wealth.

III. Data Collection and Methodologies

1. Data Collection

Thefollowingsweremajorcriteriatofinalizethe

samplefirmsemployedintheprimaryhypotheses

testedintheresearch.

Table 1. Sampling Criteria for the Korean firms

1.1 Variable Employed

1.1.1DependentVariable(DV)

The various dependent variables(DVs) were

employedinthisstudytofindanyconsistentand

robustresultsoverthesampleperiodtoidentifythe

statisticallysignificantdeterminantscomprisingthe

levelofprofitabilityasfollows:

First,oneofthebook-valuebasedprofitability

ratios, BPFT1, which rationaled its financial

implications,wasemployedasaDVinthisstudy.In

otherwords,theindex(BPFT1)calledas'Basic

Earning Power(BEP)'defined as EBIT(earnings

beforeinterestandtaxes)/totalassetsinfinance,

impliedtherelationshipwiththecostofdebtandboth

ofwhicharealsothesameorinteractedatthe

financialbreak-evenpoint(FBEP)asdescribedin

Kim[18].Second,foracomplementtotheBPFT1

measuredinabook-valuebasis,anotherprofitability

index was applied as a market-value related

DV(MPFT1),whichwasdefinedby[totalliabilities

atbookpluspreferredequityatbookandcommon

equityatmarket]dividedby[EBITplusdepreciation

&amortization].Thisspecificratiowasemployedas

acontemporarymarket-valuedratioofenterprise

valuetotheoperatingcash-flowofafirmdefinedas

EBITDA(earnings before interes, taxes, and

depreciation & amortization)as followed below.

Subsequenttothisratio,analternativemarket-valued

ratio(MPFT2)toproxyforprofitabilitywastested,

whichwasdefinedbytheratioofmarketvalueof

equityminusthebook-valuedoneaspresentedin

[10].



 한국콘텐츠학회논문지 '14 Vol. 14 No. 6372

Definition Proxy
Variable

Measurement

Leverage BVLEV1 Book value of liabilities / Total 
assets

BVLEV2 Interest expenses / EBIT

MVLEV1 Book value of liabilities / (book 
value of liabilities plus book 
value of preferred equity plus 
market value of common 
equity)

Size SIZE Logarithm transformation of 
sales amount at fiscal 
year-end

Business 
risk

RISK Standard deviation of net 
income during the sample 
period

Market- to  
book- value 
of equity

MVBV Market value of  equity / book 
value of equity

Growth GROWTH Annual average compound 
growth rate in sales during the 
sample period

Foreign  
ownership

FOS Foreign  ownership of each 
KOSPI listed sample firm

Free cash 
flow

FCFF Earnings after corporate taxes 
- (net changes of the amount 
of assets during a fiscal year)

Industry Ind IND1 = 1 if industry = food. 0, 
otherwise;  
IND2 = 1 if industry = 
pharmaceutical1. 0, otherwise; 
IND3 = 1 if industry = 
chemical. 0, otherwise; 
IND4 = 1 if industry = 
semiconductor & 
communication. 0, otherwise; 
IND5 = 1 if industry = 
construction. 0, otherwise; 
(Base industry = the wholesale 
industry)

Fiscal year fyear f2007 = 1 if a fiscal year is 
'2007'. O, otherwise;
f2008 = 1 if a fiscal year is 
'2008'. O, otherwise;
f2009= 1 if a fiscal year is 
'2009'. O, otherwise;
f2010 = 1 if a fiscal year is 
'2010'. O, otherwise;
f2011 = 1 if a fiscal year is 
'2011'. O, otherwise;
(Base fiscal year = the year of 
2006) 

Chaebol CBOL CBOL = 1 if a firm belongs to 
the chaebol, 0, otherwise.

<Theprofitabilityindicestestedinthestudy>

(1)BPFT1=EBIT(earningsbeforeinterestand

taxes)/TotalAssets

(2)MPFT1=[totalLiabilitiesatbook-value

pluspreferredequityatbook-andcommon

equity atmarket-value]/[EBIT plus

depreciation&amortization]

(3)MPFT2=[marketvalueofequityminus

book-valuedone]

1.1.2IndependentVariable(IDV)

Asanempiricalprocedurewasimplementedforthis

studyinalegitimateandredundantway,selecting

mostrepresentativeproxiesforproposedexplanatory

variablesorIDVs,maybeoneofthemostimperative

parts to identify any determinants orelements

explainingtheprofitabilitylevelofthechaebolfirms

intheKoreancapitalmarkets.Tofindanyconsistent

androbustresultsfromthehypothesistestsofthe

study,thefollowingmajorcriteriawereconsideredto

selecttheproxyvariablesasinthestudiesof[3]and

[9]:

First,majorvariables(IDVs)which hadhigher

commonalitiesinthepreviousliterature,weremostly

employedinthisstudytotestforeachcorresponding

hypothesis,sincetheywererationaledandexpounded

bytraditionalorcontemporaryfinancetheoriesto

date.

Second,thisstudyalsoutilizedidenticalorsimilar

independentvariablestothoseinthepreviousstudies

suchas[1]and[3]asproposeddeterminantsof

financial subject including profitability,thereby

enhancing the possibility of reinforcing the

consistencyandrobustnessofthefindingsofthe

variousstudiesexaminedacrossthedifferenttime

periodsandthesamplefirms.

Third,allthedatacomprisingeachvariable,(IDV

orDV),shouldbeavailablefromtheNewKisValue

databaseasdescribedin[Table1].

Table 2. Definition of IDVs employed 

(Note)Mostoftheexplanatoryvariablesappliedto

thepreviousrelatedliteraturesuchas[1]and[3]

werere-employedastheIDVsforthisstudyas
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described,in ordertoreinforceorvalidatethe

consistencyandrobustnessoftheoutcomesobtained.

Torecap,eachIDVasacontrolvariablemaybe

rationalized as follows, to enter into each

correspondingmodelforthepresentstudy.First,

leverage ratio may show its linkage to the

profitabilityindicatorwithanegativelyexpectedsign

ofitscoeffcient.TheKoreanchaebolfirms,overall,

seemedtobeburdenedbyfinancialcostsresulting

fromtheirhigherdebtratiosprecipitated,inpart,by

subsidizedfinancingfromthegovernmentastestedin

[2]and[19]Intheempiricalstudyby[20],anegative

relationshipbetweenthetwofinancialattributeswas

alsopresentedfortheKoreanfirms.Second,afirm's

sizemeasuredbythelogarithmofsalesamountmay

haveannegativeimpactonprofitabilityasimpliedby

theresultsin[2].Thisphenomenonmaybe,asa

consequence,attributedtoanypossibleinefficiencies

ofmanagementbythechaebolfirms,arising,inpart,

fromthevastintegrationsfornewsubsidiaries,which

mayhaveconnotationwiththemythof'toobigto

fail'inthehistoryoftheKoreancapitalmarkets.

Anotherproxyformeasuringbusinessriskmay

maintainanegativeassociationwiththeDV,based

uponthemanagementrationalesuchthataproduct

buyerorcustmertendstopurchaseanequivalent

qualityofproductsprovidedbyafirmpossessinga

lowerbankuptcyriskrepresentedbyalowerlevelof

earningsvolatility.Moreover,theexpectedsignsof

bothcoefficientsproxiedforMV/BVandGROWTH

werelikelytobepositiveinrelationtoprofitabilityof

thechaebolfirms,takingintoaccountthatafirmwith

highergrowthopportunitymaygeneratelargernet

presentvalue(NPV),therebyresultinginmoreprofit

orearningsassuggestedin[18].Finally,concerning

theotherexplanatoryvariablessuchasFCFFand

FOS,itisgenerallyperceivedinthedomesticcapital

marketthatmorefreecashflowtothefirmseemsto

beavailableforthechaebolfirmsduetotheircash

managementonamoreconservativebasiswhichmay

pass any valuable investment opportunities

generating new earnings as presented in [1].

Moreover,the direction of the coefficient of

FOS(foreign ownership) tends to be positively

associatedwiththeprofitabilityindicatordueto

exercisingrelativelysuperiormanagementskillsand

beinginvolvedinalessdegreeofagencycostofdebt

asdescribedin[20]Thefollowingtablesummarizes

theexpectedsignordirectionofeachIDVrelativeto

theprofitabilityofthesamplefirms.

Table 2-1. Anticipated Direction of Each 

Coefficient for the IDVs Relative 

to Profitability

ProxyVariable Expected SignofEachCoefficient

LEVERAGE ( - )

SIZE ( - )

RISK ( - )

MV/BV ( + )

GROWTH ( + )

FCFF ( - )

FOS ( + )

2. Methodologies Applied

Themethodologiesutilizedinthisresearchwas

determinedbyeachcorrespondinghypothesistest

performedasfollows:

<Hypothesis1>

H0:A firm belongingtothechaebolinthe

Republic ofKorea may not maintain any

statisticallysignificantfinancialdeterminantsof

theprofitabilityindexbyapplyingapaneldata

analysis.

Toinvestigateanypossiblefinancialattributes

affectingtheprofitabilitylevel,apaneldataanalysis

wasadoptedtoregresseachselectedDV onthe

explanatoryorindependentvariablestoderivethe

statisticaloutcomesofeachmodel.Thefollowings
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were the primary criteria to selectthe 'best'

appropriatemodelinthisstudy,asdescribedin[11]:

Table 3. Method for the Panel Data Analysis

FixedEffect(Wald
test)

RandomEffect(BP
test)

Hausman
Test

FinalModel
Selected

 H0 Accepted  H0 Accepted (N.A.) Pooled OLS

 H0 Rejected  H0 Accepted     (N.A.)
Fixed effects 

model

 H0 Accepted  H0 Rejected   (N.A.)
Random 

effects model

 H0 Rejected  H0 Rejected
 H0 

Accepted

Random 
effects model, 

otherwise 
fixed  effects 

model

<Hypothesis2>

H0:Afirmclassifiedintothechaebolmaynot

maintain any statistically significant and

differentprofitabilitylevels,dependinguponits

correspondingindustryclassification.

Coupledwiththetestforexamininganyindustry

effectsamongthechaebol-firms,afirmnotbelonging

tothechaebol,the'non-chaebolfirm',wastestedto

findforanyexistenceofthedifferentprofitability

levelasacomplement.Asforthemethodologyto

identify any industry influences,theanalysisof

covariance(ANCOVA)wasappliedasin[12]and[13].

Inparticular,thecovariateasaproxyforafirm'ssize

intheANCOVA modelwaschosenasthesales

amountatthefiscalyear-end(insteadoftotalassets),

sinceutilizingthelattermayresultinseriousbiases

ontheresultsofthetes,tduetothemisspecification

oftherelationshipbetweenthecovariate(proxiedby

totalassets)andthedependentvariabledefinedas

EBIT/totalassetsaspresentedin Aggarwal[14].

Moreover,theTukey(T)methodwasemployedto

simultaneouslymakeallpairwisecomparisonsamong

thesampleindustriesasaposterioritestofthe

ANCOVA.Regardingtheprocedure,itwasevaluated

asastatisticallysignificantdifferencebetweenapair

oftreatments,(i.e.,industries)iftheabsolutemean

differencebetweenthemwaslargerthanthecritical

rangewhich wascalculated by multiplying the

studentizedrange,Qstatistic,bythesquarerootof

[meansquareerror/thenumberofcasespereach

equallysizedtreatment),asexplainedin[13].

<Hypothesis3>

H0:Afirminthechaebolmaynotpossessany

statistically significant discrepancies in the

financialcomponentscomposingthe'adjusted'

Dupontsystem.

Itisofinteresttofurtheranalyzeeachcomponent

composing one of the traditional profitability

measures,return on equity(ROE),which was

frequentlyutilizedandappliedinthefieldoffinance

fromtheacademic'sandpractitioner'spointsofview

asin[3].Thefollowingequationwasusedasan

'adjusted'Dupontsystem,inwhicheachcomponent

wasanalyzedandstatisticallycomparedbetweenthe

chaebolfirm andthenon-chaeboloneduringthe

sampleperiodbyapplyingtheindependentsamples

t-test (as a parametric one) and the

Wilcoxon-Mann-Whitneytest(asanon-parametric

one),aspresentedin[1]:

ROE=SensitivityofNon-operatingChargesx

OperatingProfitMargin

xAssetsTurnoverxEquityMultiplier

=[NetIncome/EBIT]x[EBIT/Sales]

x[Sales/TotalAssets]

x[TotalAssets/Equity}

IV. Analyses and Interpretations

1. Analyses

1.1 Descriptive Statistics
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IDV N Mean Median STD Maximum Mini
mum

BL 199 0.57 0.61 0.16 0.92 0.15

ML 199 0.53 0.53 0.23 0.97 0.10

SZ 199 1.32E13 5.97E12 2.54E13 1.65E14 4.17E11

G 199 0.12 0.12 0.08 0.34 .-0.04

M 199 1.38 1.20 0.98 7.16 0.16

R 199 3.05E11 8.59E10 7.05E11 3.84E12 1.01E9

FC 199 9.20E10 3.12E10 1.04E12 6.94E12 -3.95E12

FS 199 19.14 14.59 15.25 63.38 0

Inthefollowingtables,thedescriptivestatistics

werepresentedforthesamplefirmsbelongingtothe

chaeboloverthestudiedperiodcoveringthepre-and

post-globalfinancialcrises(fromtheyearof2006to

2011).

Table 4. Descriptive Statistics for each IDV in 

the Model

(Note)N=Numberoffirmsclassified intothe

chaebols,STD=Standard deviation BL=BVLEV1,

ML=MVLEV1,SZ=SIZE,G=GROWTH,M=MVBV,

R=RISK,FC=FCFF,FS=FOS

Table 5. Pearson's Correlation Coefficient Matrix 

between IDVs employed in the Model

IDV BL ML SZ G M R FC FS
BL 1.00 N.A. -0.09 -0.01 -0.06 -0.21* -0.09 -0.27*

ML N.A. 1.00 -0.01 0.07 -0.63* -0.24* -0.02 -0.28*

SZ 1.00 0.10 -0.07 0.73* 0.22* 0.12

G 1.00 -0.09 0.03 0.04 -0.04

M 1.00 0.09 -0.03 0.10

R 1.00 0.14* 0.02

FC 1.00 -0.06

FS 1.00

(Note)*:denotesastatisticallysignificantat5%

level,N.A.:NotApplicable

Forreference,theabovematrixforthecorrelation

coefficientswasconstructedtocombinethetwo

separatelytestedIDVs(suchasBVLEV1asBLand

MVLEV1asML)inonetable,[Table5],whichwere

independently employed in each corresponding

hypothesistest,asillustratedlater.

1.2 The Results of the 1st Hypothesis Test

Thefollowingsweretheoutcomesresultingfrom

paneldatamodelsonthefirsthypothesis,'afirm

classifiedintothechaebolinKoreamaynotpossess

anystatisticallysignificantfinancialdeterminantsof

profitability,whoseresultswerepresentedin[Table

6]and[Table7].

Table 6. The Results employing a Panel Data 

Model for the DV of BPFT1

(Model 6-1) For a book-value based profitable 
index(BPFT1) as a DV with including the IDV of BVLEV1 

BPFT1it =    0.05  - (1.65E-16)SIZEit 
(t-statistic)  (2.42)*   (-0.90) 
- 0.05BVLEV1it + 0.04GROWTHit 
  (-2.52)*      (0.96)
+ 0.02MVBVit + (2.11E-14)RISKit
  (7.09)*       (3.23)*
+ (8.63E-15)FCFFit + 0.0005FOSit + 0.02IND1it
  (3.02)*       (2.44)*    (1.45)
+ 0.01IND3it - 0.04IND4it - 0.01IND5it
   (1.41)   (-3.72)*   (-1.40)

- 0.009f2007 + 0.02f2008
   (-0.97)    (1.91)
+ 0.002f2009 + 0.005f2010 + 0.003f2011
  (0.18)     (0.53)    (0.28)

F-value* = 9.46, R2= 46.09%, 
Adjusted R2=41.22% 

(Note: * indicates that the independent variable (IDV) is 
statistically significant at the 5% level.)

(Model 6-2) For a book-value based profitability 
index(BPFT1) as a DV with including the IDV of MVLEV1

BPFT1it =   0.06  - (8.94E-17)SIZEit 
(t-statistic) (3.01)*   (-0.48) 
- 0.06MVLEV1it + 0.04GROWTHit 
  (-3.18)*      (0.99)
+ 0.01MVBVit + (1.84E-14)RISKit
  (3.78)*       (2.80)*
+ (8.77E-15)FCFFit + 0.0005FOSit + 0.02IND1it
  (3.11)*       (2.13)*    (1.52)
+ 0.01IND3it - 0.04IND4it - 0.01IND5it
   (1.42)   (-3.98)*   (-1.37)

- 0.01f2007  + 0.02f2008
   (-1.14)    (2.02)*
+ 0.001f2009 + 0.004f2010 + 0.002f2011
  (0.14)     (0.47)    (0.22)

F-value* = 9.87, R2= 47.16%, 
Adjusted R

2=42.39% 

(Note: * indicates that the independent variable (IDV) is 
statistically significant at the 5% level.) 
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(Model 7-1) For a market-value based profitable 
index(MPFT1) as a DV with including the IDV of BVLEV2 

MPFT1it =   14.61  - (1.24E-13)SIZEit 
(t-statistic) (2.06)*    (-1.14) 
+ 4.11BVLEV2it + 8.56GROWTHit 
  (20.10)*      (0.35)
+ 2.84MVBVit + (2.49E-12)RISKit
  (1.49)       (0.65)
- (1.88E-12)FCFFit - 0.0003FOSit - 7.34IND1it
  (-1.11)       (-0.002)    (-1.06)
- 0.28IND3it + 4.18IND4it - 0.09IND5it
  (-0.05)   (0.67)    (-0.01)

+ 0.38f2007  + 0.12f2008
  (0.07)     (0.02
+ 0.31f2009 - 0.95f2010 + 0.82f2011
  (0.05)    (-0.17)    (0.14)

F-value* = 27.60, R2= 71.38%, 
Adjusted R2=68.80% 

(Note: * indicates that the independent variable (IDV) is 
statistically significant at the 5% level.)
  

(Model 7-2) For a market-value based profitability 
index(MPFT1) as a DV with including the IDV of MVLEV1

MPFT1it =   22.88  - (1.57E-13)SIZEit 
(t-statistic)  (1.02)    (-0.77) 
+ 3.57MVLEV1it - 21.07GROWTHit 
  (0.17)      (-0.48)
- 0.13MVBVit + (3.49E-12)RISKit
  (-0.03)      (0.49)
- (2.94E-12)FCFFit - 0.32FOSit - 4.22IND1it
   (-0.96)      (-1.32)    (-0.32)
+ 5.61IND3it + 7.50IND4it + 15.91IND5it
   (0.57)   (0.62)     (1.46)

+ 0.39f2007  - 0.39f2008
   (0.04)    (-0.34)
- 0.41f2009 + 13.35f2010 - 2.31f2011
  (-0.04)     (1.30)    (-0.22)

F-value = 0.72, R2= 6.09%, 
Adjusted R2 = - 0.02% 

Thebestmodelsselectedbythepaneldataanalysis

ontheDVofthebook-valuebasedprofitabilityas

BPFT1,werethe'pooled-OLS'regressiononesfor

thebothregressionswithemployingtheBVLEV1

andMVLEV1,respectively,accordingtotheselection

criteriadescribed.Forexample,eitherthefixed

effects(FE)modelorrandomeffects(RE)modelwas

notwasnotchosenasthemostappropriateone,

baseduponthecorresponding statisticssuchas

Breusch-Pagan(BP)testand Hausman test.For

reference,thedummyvariable(IND2)proxiedforthe

pharmaceuticalindustry among thetotalsample

industries,wasnotenteredintotheabovemodels,

giventhatallthesamplefirmsbelongingtothis

particularindustrywereclassifieditothenon-chaebol

ones,accordingtotheguidelinesbytheFairTrade

CommissionintheRepublicofKorea,asdescribed

earlier.

Table 7. The Results employing a Panel Data 

Model for the DV of MPFT1

Thebestmodelsselectedthroughthepaneldata

analysisforthemarket-valuebasedprofitabilityratio

measuredbytheMPFT1,werealsoselectedasthe

'pooled-OLS'regressiononesforthebothequations

includingtheBVLEV2andMVLEV1astheIDVs,

respectively,asshownin[Table7].However,itwas

notable that BVLEV2 was substituted as an

explanatoryvariablein(Model7-1)insteadofthe

BVLEV1duetothestatisticallyinsignificantresults

ofthecorrespondingmodeltestedbytheF-statistics

(i.e.,p-valuewaslargerthanthepre-specifiedlevel

ofsignificanceaslessthan5%)byemployingthe

latterleverage ratio (BVLEV1).Meanwhile,the

market-valuebasedprofitabilityratioforafirm

belonging to the chaebolwas notstatistically

explainedbytheemployedcomponentsincludingthe

market-valuebasedleverageIDV (MVLEV1)as

shownin(Model7-2),whichwascalculatedbythe

overallgoodnessoffittest,(i.e.,p-valueofthe

F-statisticwas0.7742).Accordingly,noneofthe

individualIDVswasnotstatisticallysignificantwith

itscoefficientinthemodel,(Model7-2).
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DVforProfitability
Chaebolfirms
(p-value)

Non-chaebolfirms
(p-value)

BPFT1 <0.0001 <0.0001

MPFT1 0.4431 0.7548

MPFT2 0.0004 <0.0001

BPFT1totestforindustryprofitabilitylevel
Industry 
number

2 1 3 5 6 4

Grouping

A

B B B B

C

MPFT2totestforindustryprofitabilitylevel
Industry 
number

2 6 4 1 3 5

Grouping

A

B B B B

C

Table 7-1. The Summary of the Results of the 

1st hypothesis test with Statistically 

Significant IDVs

DVfor
profitability

IDVsignificantatthe5%
level

Thesignof
coefficient

BPFT1
(with 

BVLEV1)

BVLEV1 (-)

MVBV +

RISK +

FCFF +

FOS +

IND4 (-)

BPFT1
(with 

MVLEV1)

MVLEV1 (-)

MVBV +

RISK +

FCFF +

FOS +

IND4 (-)

F2008 +

MPFT1
(with 

BVLEV2)
BVLEV2 +

MPFT1
(with 

MVLEV1)

None of the 
coefficient was found 
to be significant as 
described above.

1.3 The Results of the 2nd Hypothesis Test

Itwasofinteresttolook into thelevelof

profitabilityacrossthesampleindustriesintermsof

theirranksmeasuredbytheANCOVA andthe

subsequent Tukey(T) multiple comparison

procedures,aspreviouslydescribed.Thefollowing

tablesdepictedtheoutputobtainedfromtheteststo

examineany industry differencesforthefirms

belongingtothechaebolandthenon-chaebolastheir

counterparts,respectively.

Table 8. P-value from the ANCOVA on the 

Profitability indices for the sample 

industries 

(Note)BPFT1=EBIT/TotalAssets,

MPFT1=[TotalLiabilitiesatbook-valueplus

PreferredEquityatbookandCommonEquityat

market-value]/[EBIT plus Depreciation &

Amortization],MPFT2=[Marketvalueofequity

minusbook-valuedone]

As explained,the covariate entered into the

ANCOVAwassalesamounttoavoidorreduceany

mis-specificationoftherelationshipbetweenthe

covariate represented by totalassets and the

dependentvariable,andthep-valuesintheabove

tableinvestigatinganyindustrydifferencesamong

thesample,indicatedtheresultsderivedfrom the

Type III sums of squares in the statistical

package(SAS),sinceauniquecontributionofeach

industryeffectwastobeanalyzed,asalsodescribed

in[13].

Table 9. Results on the Industry Multiple 

Comparisons by utilizing the 

Tukey(T) Pairwise test for the 

'Chaebol' Firms

BPFT1totestforindustryprofitabilitylevel
Industry 
number

3 1 5 4 6

Grouping
A A

B B B

MPFT2totestforindustryprofitabilitylevel
Industry 
number

4 5 1 6 3

Grouping
A A A

B B B B

Table 10. Results on the Industry Multiple 

Comparisons by utilizing the 

Tukey(T) Pairwise test for the 

'Non-chaebol' Firms



 한국콘텐츠학회논문지 '14 Vol. 14 No. 6378

Thedenotationsforthe'Industrynumber'inthe

abovetableswerethefoodindustryas'1',the

pharmaceuticalindustryas'2'thechemicalas'3',

thesemiconductor& communication as'4',the

construction as '5'and the wholesale as '6',

respectively.(Inthesampleofthechaebolfirms,the

pharmaceuticalindustryas'2'wasnotapplicable,as

presentedabove.)Theorderof'Industrynumber'

wasarrangedbythedescendingrankorderaccording

toeachcorrespondingindustryDVmean(e.g.from

thelargestmeanoftheindustry3andthenthe

industry1totheleastoneoftheindustry6for

BPFT1totestforthelevelofprofitabilityforthe

chaebolfirmsasin[Table9].'Grouping'indicated

thatany industry numbers thatdid notshow

statisticallysignificantdifferencesamongthemselves

(bytheTukeymultiplecomparisonprocedure),shared

thesamealphabetsuchas'A'and'B'intheabove

tables.

1.4 The Results of the 3rd Hypothesis Test

Concerningthe3rdhypothesistestperformedin

thisstudy,an'adjusted'Dupontformularevisedfrom

thetraditionalonewasemployedasillustrated.In

otherwords,ROE(returnonequity)wasstatistically

comparedbetweenthefirmsinthechaebolsandthe

non-chaebolsand,insubsequent,eachcomponent

comprisingthe'adjusted'formularwasanalyzed

betweenthetwocomparisongroups.Toenhancethe

robustnessofthetestresults,boththeindependent

samples t-test(as a parametric test)and the

Wilcoxon-Mann-Whitneytest(asanon-parametric

one)were simultaneously implemented foreach

analysisformutualcomplement.Thefollowingtable

presentedtheoutcomesfromthestatisticaltestson

thishypothesisinvestigated.

Table 11. Results on the parametric(t-statistic) 

and nonparametric(z-statistic) for an 

'adjusted' Dupont system between 

the firms in the chaebols and their 

counterparts

IDV t-stat p-value z-stat p-value
ROE -1.69 0.091 4.77 <.001*

NIEBIT -0.62 0.539 -2.23 0.820

EBSALE -2.14 0.033* 1.98 0.048*

SAASSET -4.25 <.001* 2.273 0.023*

AEQUITY -0.51 0.607 2.67 0.008*

(Note1)*:statisticallysignificantatthe5%level

(Note2)ROE:ReturnonEquity,

NIEBIT:NetIncome/EBIT,EBSALE:EBIT/SALES,

SAASSET:Sales/TotalAssets,

AEQUITY:TotalAssets/Equity

2. Interpretations

Asaprioritestforthisstudy,astepwisemultiple

regressionanalysiswasperformedtodiscernthe

profitabilityindicesbetweenthefirmsbelongingto

thechaebolsandthenon-chaebols.Amongthethree

indicessuchasBPFT1,MPFT1andMPFT2,two

ratios(BPFT1 and MPFT2)were shown to be

statisticallyandsignificantlyexplainedbythedummy

variablerepresentedbyCBOLforachaebolfirm

assignedas'1'aftercontrollingforanytimeeffects

overthesampleperiodfromtheyearof2006to2011.

In otherwords,a firm in thechaeboloverall

maintainedhigherlevelofprofitabilitythantheir

counterpartsmeasuredbybothBPFT1(asEBIT/total

assets)andMPFT2(asadifferencebetweenthe

market-andbook-valueequity).Thisresultwas

inconsistentwiththefindingsfromCho[15]andKim

&Berger[2],whichhadshowedalowerprofitability

ofthechaebolfirms,mainlyarisingfromthelower

net present value(NPV) realized after making

excessive investments engaged in the

capital-intensive industries during the 1980s.

Therefore,theresultmaysuggestthatafirmgrouped

inthechaebolmaycontemporarilymorediversify
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theirinvestmentsorportfoliosattheindustrylevelin

theirdomesticand/oroverseasoperationstoward

increasing their profitability during the current

studiedperiod.

Regarding the implications analyzed from the

resultsfrom the1sthypothesistest,severalmajor

IDVsincludingthetwodifferentlymeasuredleverage

ratios(suchastheBVLEV1andMVLEV1),showed

theirstatisticallysignificanteffectsonthebook-value

based profitability ratio(BPFT1)aspresented in

[Table6].Thefollowingmaybemajorfinancialor

managerialimplicationsontheseresults:First,the

book-andthemarket-valueddebtratioshadthe

significant and negative relationships with the

profitabilitylevelofthechaebolfirms,indicatingthat

theymaykeeplowerprofitabilityresultingfrom

maintaininghighercapitalstructures.WhileGillet

al.[8]presentedapositiverelationshipoftheleverage

ratio with profitability.mainly due to taking

advantageofinteresttaxshield,thefindingsofthis

studywereconsistentwiththoseobtainedfromthe

studybyKim[3],inwhichtherelationshipwas

examinedbetweenprofitabilityandleverageratiofor

theregionalfirmslistedintheKOSDAQ stock

market.Therefore,it was plausible that the

robustness and consistency on these negative

relationshipsseemedtobereinforcedacrossthefirms

belongingtothechaebolfirmslistedintheKOSPI

andthefirmslistedintheKOSDAQmarketinthe

Koreancapitalmarkets.Chang[16]alsofoundthe

negativerelationshipbetweentheprofitratesofthe

chaebolfirmsanddebtratios.Furthermore,inthe

context of the traditional finance theory, a

'net-income'basedprofitabilityratiosuchasROE

andROA(returnonassets)seemedtoberationalized

anynegativerelationshiptothecapitalstructureofa

firm,primarilyduetotheincreasingcostofdebt.

However,theBPFT1astheDVtestedinthisstudy

wasbaseduponan'EBIT'basedindex,(nota'net

income' based one), presenting its negative

associationwiththecapitalstructureofafirm.Based

uponthisphenomenon,itmaybeinferredthatafirm

belongingtothechaebolmayneedtopreferequity

overdebtfinancing,iftheprojectedEBITislessthan

afinancialbreak-evenpoint(FBEP)atwhichBPFT1

andthecostofdebtwerethesame,asillustratedin

[13].Second,theMV/BVvariableemployedbyFama

&French[17]wasusedtoexplainthelevelofafirm's

financialdistressorprofitability,presentingthata

firm withlowerearnings(orprofitability)tendsto

havehighbook-tomarket-value(BE/ME)(i.e.,low

MV/BV) and positive coefficient of HML(the

differencebetween thereturn ofaportfolioof

high-andlow-BE/MEandviceversa.Inassociation

oftheirfindings,thisstudyalsofoundastatistically

significantand positiverelationship between the

MVBVandthebook-valuedprofitabilitymeasurefor

achaebolfirm aspresentedin[Table6].From a

shareholder'sperspective,oneoftheimplications

evidencedbythissituationwastherationalein

financethatafirmincludingtheKoreanchaebolone

whichtendstomaintainhighMV/BV(orPriceto

Book Ratio(PBR)),may possess moreprofitable

investmentprojectorhigherreinvestmentrate(ROE),

thanitspeergroup,sincethePBRistheratioof

[ROE-agrowthrateofafirm]/[Requiredrateof

return-growthrateofafirm]asdescribedin

Kim[18]. Third, RISK factor as a proposed

determinantforachaebolfirmshoweditssignificant

andpositiveeffectontheDVofBPFT1acrossthe

(Model6-1)and(Model6-2).Theproxyforthe

business risk being estimated by the standard

deviationofnetincome,(notbytheoneofEBITin

many previous researches)seemed to be more

practically applicable measure to the Korean

conglomerateofchaebol,sincemostchaebolfirms
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traditionallyrelieduponhigherfinancialburdenthan

theircounterpartsinexternalfinancing([2],[19]),

which may resultin largerdegreeoffinancial

leverage(DFL) related to interest expenses,as

describedinKim[1].Basedupontheresultsof

businessriskontheprofitabilityofthechaebolfirms

inthisstudy,itmaybeconcludedthattheyachieved

theratesofreturnfrom theiroperatingactivities

commensuratingwiththebusinessriskasrationaled

inthecontextofthefinancetheoryontherelationship

between risk and return.Moreover,two other

explanatoryvariablessuchasFCFF(freecashflowto

thefirm)andFOS(degreeofforeignownership),were

bothidentifiedasstatisticallysignificantandpositive

influencesonBLVEV1.OntheformersignificantIDV

asFCFF,itwasofinterestthatthe'positive'

relationshipbetweentheIDV andBVLEV1may

informmeaningfulsuggestiononthecurrentlevelof

profitabilityofthechaebolfirmsinKorea.Inother

words,ifthevariableredefinedas[EBIT(1-corporate

taxrate)+depreciation& amortization]-[capital

expenditure+changesinnetworkingcapital]moves

withtheDV inasamedirection(i.e.,positive

coefficient),thelevelofprofitabilityofthechaebol

firmmaynotbegeneratedfromtheincreasingcapital

expenditure(CAPEX)and/orincreasingnetworking

capital(NWC)relatedtothedecreaseofaccounts

payable(A/P)incomparisonofthoseamountsinthe

previousfiscalyear.Therefore,currentprofitabilityof

thechaebolfirmsseemedtobechanged,notin

accordance with the CAPEX and relatively

short-term operatingactivities,butbylong-term

capitalinvestments generated by the increasing

EBIT.Moreover,itmaybepossiblethatthelevelof

cashdisbursementsfromtheKoreanchaebolfirmsto

theiraffiliatesorsuppliersmaynotincreaseinreturn

forthelevelofA/Poverthesampleperiodofthis

study.Conceringpossibleinterpreationonthepositive

foreignownershipproportion(FOS)toBPFT1,itmay,

inlargepart,arisefrom aenhancedmanagement

efficiencybypreventingagainstanyunanticipated

mismanagementsuchasmoralhazardbyexercising

a controlling function offoreign ownership as

presentedin[20]andalsobytakingadvantagesof

anysuperiorinformationpossessedbytheforeign

institutionalinvestorsoperatinginawidespectrumof

overseasmarketsinthecontextoftheinformation

asymmetries.Forreference,theoverallproportionof

foreignownershipseemedtodecreaseinthepostera

ofglobalfinancialcrisismainlyduetotheshrinkage

ofglobalfinancialmarketsasin[21].Ontheother

hand,themarket-valuebasedprofitability index,

MPFT1,wasnotexplainedbyanyoftheexplanatory

variablesincludingthebook-andmarket-valued

leverageratios,bothofwhichhadbeenutilizedfor

BPFT1in[Table6]aswell.Asdescribedearlier,an

alternative leverage ratio defined by [Interest

Expenses/EBIT],(i.e.,BVLEV2 substituted for

BVLEV1),wasre-employedintheabovemodeland

then,itwasfoundthattherewasastatistically

significantandpositiveassociationbetweenthetwo

variablessuchasBVLEV2andMPFT1in[Table7].

This finding may suggest an interesting and

intriguingimplicationthatoneofthemostpractically

adoptedleverageratios(BVLEV2)fortheKorean

firmsasin[9],showedonlysignificantandpositive

effectonthemarket-valuemeasuredprofitability

index,MPFT.Therefore,itwasplausiblethatoneof

themoststatisticallysignificantcharacteristicswas

atleastthedebtratio(BVLEV2)forafirmbelonging

tothechaebolinKoreatodeterminethelevelofthe

market-valuedprofitabilitywhichwasdefinedbythe

basisoftotalenterprisevalueatmarket.

Regardingtheresultsonthe2ndhypothesistestin

[Table8],itwasevidencedthatindustryinfluences

werestatisticallysignificantontheDVsofBPFT1
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andMPFT2acrossthechaebolandthenon-chaebol

firms,whichwastestedbytheANCOVA.Byusing

a posteriori test of the Tukey(T) multiple

comparison,eachlevelofprofitabilityamongthe

sampleindustrieswasarrangedinadescending

rank-orderaspresentedin[Table9]&[Table10].

Forexample,thefoodandthechemicalindustries

belongingtothesample'Grouping'hadoverallhigher

levelsofthebook-valuebasedprofitabilityratiofor

boththechaebolandthenon-chaebolfirmsoverthe

sample period, while the semiconductor &

communicationandthewholesaleindustriesshowed

theirlowerprofitabilityamongthepeerindustries.

Secondly, the rank of the market-valued

profitability(MPFT2) for the semiconductor &

communicationindustrywasthehighest,butthe

lowestforthechemicaloneatmarketvalueforthe

chaebol firms.These phenomena may be in

associationwiththefollowingexpositionsinmodern

finance:Afirminamaturestagesuchasoneinthe

foodindustry,maymaintainhigherprofitabilitywith

itsrelativestableearningsincomparisonwithits

counterpartbelonging tootherindustriesin the

pre-andpost-periodsoftheglobalfinancialcrisis.

Thisexpositionorrationaleseemstobetheoretically

reminiscentofthehigherleverageratioofafirmin

amatureindustrysuggestedin[13].Moreover,after

therecessionarystageofthepetrochemicalindustry

duetothedecliningdemandfrom Asiannations

arisenmainlyfromtheoilpricehikesincetheyearof

2000in[19],thedomesticlargefirmsincludingthose

inthechaebolsoperatedinthechemicalindustry,

seemed to improve their profitability levels

afterwards,as the passage ofeconomic cycles

moving toward theirmaturestages.Meanwhile,

amongthesampleindustriesinwhichthechaebol

firmswereoperatingtheirbusinessactivities,the

firmsinthesemiconductor&communicationindustry

astheI/T relatedeconomicsector,seemedtobe

evaluatedtopossesshighergrowthopportunities

whichmaybereflectedinthemarketvalueofthe

correspondingfirm inthesameindustry,whilethe

marketpriceofthechaebolfirmsinthedomestic

chemicalindustry may berelatively undervalued

duringthetestedperiod,inspiteofitshighestlevel

ofthebook-valuedprofitability(amongthesample

industries),aspreviouslyillustrated.

The 3rd hypothesis test to distinguish the

componentscomprisingthe'adjusted'Dupontsystem

betweenthefirmsclassifiedintothechaebolsand

theircounterpartswasimplementedanddescribedin

[Table 11]forthe results.The statisticaltest

procedureswereperformedinboththeparametric

test(astheindependentsamplest-test)andthe

nonparametricone(astheWilcoxon-Mann-Whitney

test)foreachdeterminant,respectively,formutual

complementtoenhancetherobustnessoftheresults.

Overall,theROE proxyforareinvestmentrate,

revealedtheirstatisticallysignificantdiscriminating

powerbetweenthetwocomparisongroups(i.e.,the

chaebolvs.thenon-chaebolone)intheseparametric

andthenonparametricresults.(Forexample,the

meanstheROEwere8.56%and1.06%forthechaebol

and the non-chaebolfirms,respectively.) This

evidencemaysuggestthat,from ashareholder's

standpoint,theprofitabilitylevelwasmuchhigherfor

theformergroupthanitscounterpartintheKorean

capitalmarkets during the studied period.In

particular,twocomponentssuchasEBSALE(as

operatingprofitmargin)andSAASSET(asassets

turnover)outofthetotalfourfactorsinthe'adjusted'

Dupontsystem,wereanalyzedtohavesignificant

disparitiesbetweenthetwogroups.Tobemore

specific,themean valuesoftheEBSALE and

SAASSET forthechaebolfirmswere5.84% and

1.31X,whilethosefigureswere4.09%and1.04Xfor
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theircounterparts,respectively.Asaconclusion

drawnfromthisanalysisofthe'adjusted'system,it

seemedtobeevidentthat,inassociationwithits

statisticallysignificanttwodeterminants,thefirms

belongingtothechaebolscontinuedtokeephigher

profitability (measured in ROE) than their

counterpartsovertheinvestigatedperiod,bytaking

advantages oftheirsuperiormanagementskills

and/orstrategicpolicies,whichhadbeencommonly

believedinthedomesticcapitalmarkets.

V. Concluding Remarks

Thispaperaddressesstatisticalidentificationofany

possiblecharacteristicsordeterminantscomprising

thelevelofprofitabilityofthefirmsbelongingtothe

chaeabolintheRepublicofKorea,whichwastested

onthebasisofthebook-andthemarket-valueratios.

Itmaynotbeunderestimatedthecontemporaryand

anticipatedpersistentandpervasivedegreeofthe

economiccontributionsofthechaebolfirmsatthe

domestic industry and firm levels,given the

dynamically changing economic or business

circumstancesassociatedwiththeon-goingbilateral

ortrilateralFTAs(FreeTradeAgreements)including

the pactbetween Korea,China,and Japna as

described in [22]and also TPPs(Trans-Pacific

Partnerships).

Themajormotivationstoimplementthisresearch

wereasfollows:First,todate,itseemedtodrawlittle

attentionontheissueoftheprofitabilityindicesofthe

chaebolfirms,especially in thestudied periods

comprehendingthepre-andthepost-globalfinancial

crises,whichmay,inturn,beusefullyreferredtoby

domesticaswellasforeigninstitutions.Second,from

aperspectiveofcorporatepolicymaker,thelevelof

profitabilityforthechaebolfirmmayberegressedor

improvedbyidentifyingthepossiblecharacteristicsof

profitability,iftheremaybeaforeseeabledecreasing

orrecurring sluggish pace on the profitability

measuredinthisstudy.Finally,itwasanother

motivationofthisresearchtofindoutanyoutcomes

throughthepassageoftimeinvestigatedandacross

differentlevelsofthedevelopmentofthecapital

markets(suchastheadvancedandemergingones)

towardenhancingconsistencyandrobustness.

Thisstudypostulatedthreehypothesestobetested

ontheproposedcomponentsofprofitabilityforthe

chaebolfirms.Inthe1sthypothesistesttodetermine

anystatisticallysignificantattributes,thebook-and

the market-valued leverage ratios showed their

significantandnegativeeffectsonthebook-valued

profitabilityindexofthefirms,indicatingthatthey

may maintain lowerprofitability resulting from

maintaininghigherlevelofdebt.Amongallofthe

IDVsemployedinthepaneldatamodel,MV/BV,

RISK,FCFF andFOS,werealsofoundtobe

significantonthelevelofprofitability.Inassociation

withtheresultsevidencedbythe2ndhypothesistest,

they indicated that industry influences were

statisticallysignificantonthebook-valuedBPFT1

andthemarker-valuedMPFT2acrossthechaebol

andthenon-chaebolfirms,whichwastestedbythe

ANCOVA.Furthermore,aposterioritestofthe

Tukey(T) multiple procedure was subsequently

performed to derivetheoutcomessuch thata

chaebol-firm operatedinthematurestageindustry

withstableearningsstreamsuchasthechemicaland

thefood industries,on average,maintained the

highestprofitabilityatbook-value,whilethoseinthe

semiconductor&communicationindustryrelatedto

the I/T business sector,showed the highest

market-valuedmean-profitabilityamongthesample

industries.Finally,regardingthefindingsderived

fromthe3rdhypothesistest,itwasfoundthatthe
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estimatedmeansoftheEBSALEandSAASSETas

partofthecomponentscomprisingthe'adjusted'

Dupont system for the chaebol firms were

consistentlyhigherthantheircounterparts(i.e.,the

non-chaebolfirms),astheROEitselfalsoshowedthe

sameresultbetweenthetwocomparisongroups,as

presentedearlier.

This study,as partofan empirical-oriented

research,maybeinvolvedinthesameorsimilar

disadvantageousfeaturestothepreviousliterature,

suchasthepossibilityofobtaininganydiscerned

results,whichmaybe,inpart,resultedfromutilizing

thedifferentsampledataandmethodologyapplied

andtherefore,warrantfurtherinvestigation.However,

the findings obtained from each corresponding

hypothesis test comprehendeding the pre-and

post-globalfinancialcrisisperiods,may havea

beneficialuseforanincumbentmanagementforboth

aforeignandadomesticcorporateorganizations,

giventhecurrentprogressoftheKoreancapital

marketsschemingtobeclassifiedintotheadvanced

one,whichmaywell,inlargepart,dependuponthe

levelsoftheprofitabilityofthechaebolfirms.
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