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How Does the Concentration of Ownership Impact R&D
Investments? Evidence from Korean Pharmaceutical Firms

Kyul Han - Seongwuk Moon

Abstract : This paper examines how the concentration of ownership in firms influences
the R&D investment decision and whether the type of a firm's management (i.e, the
owner-manager or professional manger) differentiates the relationship between the
ownership concentration and R&D investments by using data of Korean pharmaceutical
companies between 2004 and 2008. The results show that the share of the largest
shareholder and R&D investment have an inverted U-shaped relationship, and whether a
CEO i1s an owner or a professional manager affects the curvature of the inverted
U-shaped relationship. Specifically, when a firm's CEO is a professional manager and the
share of his stock is small, increase in the CEOQ’s share increases the R&D investment in
the larger amount than when a firm's CEO is an owner. This is because the increase in
ownership reduces agency cost; However, when the share of his stock is large, the
increase in CEQ’s share decreases R&D investment in the larger amount than when a
firm's CEO is an owner. This is because a professional manager gets concerned over

excessive risk exposure more than an owner-manager does.

Key Words : Ownership Concentration, R&D investment, Owner-manager vs.

Professional manager, Pharmaceutical Industry of Korea
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2E¢} o]k A4 (Modified Wald test) A2} o] 4k g 1 7] 3o] EA)st3At) o]
A3 A71dde FAH] fste] Fddeoly A7 S ARSSEith BE 8 W

Holli= 719 clusterE ©]-83F robust standard errorS AF&3F3Ith

<E 4> HF 7 ABB (AREEBE)

(1) (2 (3) (4) (5) (6) (7) (8) (9)
= 100

| 0129 1.00
279 o5 | 0.3897]-0.205"| 1.00
FEAEE -0.127+ | 0.311* | 0.468*** | 1.00

A A)E 0.053 | -0.017 | -0.021 | -0.038 | 1.00

e v& 0.021 | -0.064 | 0088 | 0129 |-0.593*| 1.00

71 R 0.327= | 0.036 |-0.178*| -0.022 | -0.034 | 0.091 1.00

A AR 0.132* | 0.013 | 0.000 | 0040 | 0.061 | -0.057 | 0.100* 1.00
AHAR -0.332**|-0.191*| -0.022 | 0.145* | 0.024 | -0.042 | 0.201** | 0.127| 1.00

note. ** p<0.01, ** p<0.05, * p<0.1

< 5> W 7 A EAH (AFIHEH|S)
1) (2) (3) 4) 5) (6) @) (©) )

AT & 1.00
AT+ AL | 0116 | 1.00

279 o8 |-0.2667-0.205"| 1.00

SR & -0.042 | 0311 | 0.468** | 1.00

A H& -0.120* | -0.017 | -0.021 | -0.038 | 1.00

A H& 0198 | 0064 | 0.088 | 0129 |-0593**| 1.00

719 R 0.674** | 0.036 |[-0.178**| -0.022 | -0.034 | 0.091 | 1.00

A AA 0.236** | 0013 | 0.000 | 0040 | 0061 | -0.057 | 0100 | 1.00

AYA= 0.037 |-0.191*+| -0.022 | 0.145* | 0.024 | —0.042 | 0.201** | 0.127* | 1.00

note. ** p<0.01, ** p<0.05, * p<0.1



<E 6> o7 HEXD HeEtet AFNUFA

T <= 1] -2
= qua AT A5 A7) 2kn] 8-(log)
Model Model
Random Fixed Pooled Random Fixed Pooled
Effect Effect OLS Effect Effect OLS
6-1) (6-2) 6-3) 6-4) (6-5) (6-6)
Aoz Ang 0.220 0.214 0.315* 1.409 1.953 1.214
TTOTEE L (199) 1.02) (2.06) (1.35) 1.37) (1.66)
AT ARE | 035 -0.379 ~0.522+ -1.761 ~2.450 -1675
A (-1.37) (-1.11) (-2.05) (-1.07) (-1.01) (-1.35)
°35 0.050* 0.063* 0.062 0.170 0.362 0.243
AR (192) (2.31) (1.61) 0.72) (1.39) 0.91)
742} -0.000 0.000 -0.001* -0.004* ~0.005 ~0.005
2 & (-1.26) (0.13) (-191) (-1.80) (-0.98) (-2.34)
L 0.023* 0.028* 0.008 0.026 0.101 ~0.099
A v]&
(2.34) (2.35) 0.62) (0.34) (1.21) (-1.08)
I, 0.011 0.000 0.028 0.432 0.142 1.081
e (0.23) (0.01) (0.45) (1.25) (0.43) (2.89)
0.061* 0.060 0.054* 1503 1092+ 1611
714 TR
(2.20) (1.31) (257) (10.27) (3.36) (14.27)
0.150* 0.155* 2515 2582
ARG
(3.24) (3.41) (6.27) (6.55)
. -0.001* 0.002 ~0.001* -0.004* 0.045+ ~0.005
SR (-1.94) (1.49) (-2.07) (-1.85) (552) (-2.15)
Year
ARg- Ag ALg ARg- ALg Ag
; } } } } } }
N 264 264 264 264 264 264
R-square 0.356 0.187 0.420 0.8360 0.562 0.852
Prob > Chi2
o F) 0.000 0.000 0.000 0.000 0.000 0.000

( )& Robust Standard Error <% (Cluster unit: 713)
note. ** p<0.01, ** p<0.05, * p<0.1

GE 620l & = kol AUl AR

& 7HAa k. AviFE Al Alw
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7> 2
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BT, &7

74 of

HA 2 AFIHLFR

"I?I' o O
=T 18
= o v ] e A7) -8-(log)
Model Model
Random Fixed Pooled Random Fixed Pooled
Effect Effect OLS Effect Effect OLS
(7-1) (7-2) (7-3) (7-4) (7-5) (7-6)
Ay 55 0.9217 0.789"* 1.040% 6.122 5467 4609
PR (4.40) (3.10) (3.26) (358) (2.79) (5.16)
Ay FF ~1.549+ -1.067* ~1.771% -9,794 -5.657 ~7.666
A58 AF (-4.19) (-1.87) (-3.47) (-4.15) (-1.47) (-5.87)
Zfr 79l 0.039 0.045 0.509* 0.305
o] 3L (157) (1.35) (1.88) (2.15)
EE
ABG x -0.849+ ~0.793* -0.9347 ~6.006" -5.066** -4510
B ]| (-359) (-2.65) (-2.90) (-3.31) (-2.11) (-4.61)
o] %
A5
A B-GAF 1.385" 1048 1.574% 10,470+ 5699 8.329
Zfr7d el (3.44) (1.85) (2.99) (3.96) (1.21) (4.89)
o] J-
o o 0.062" 0.061* 0.063 0.190 0.348 0.132
SRS
(2.45) (2.09) (2.09) (0.79) (1.25) 052)
A= -0.000 -0.000 -0.000 -0.005 -0.006 -0.004
A E & (-0.28) (-0.47) (-0.72) (-1.41) (-1.28) (-1.33)
b e 0.027* 0.0299* 0.008 0.029 0.112 -0.111
A W&
(2.64) (2.39) (0.79) (0.38) (1.32) (-1.18)
I, -0.010 -0.021 -0.033 0.318 -0.012 0.803
e (-0.26) (-0.48) (-0.58) (1.24) (-0.04) (2.47)
e 0.064 0.093* 0.051* 1506+ 1317+ 1553
o (4.05) (2.95) (3.76) (13.96) (5.05) (14.30)
A% 0.148" 0.153* 2,546 2615
(2.99) (3.32) (6.30) (6.59)
el -0.001** 0.002 -0.001** -0.003* 0.046* -0.004
(-2.73) (1.56) (-2.46) (-1.73) (5.49) (-1.83)
- A8 g A A Ae | A
N 264 264 264 264 264 264
R-square 0.607 0.240 0.628 0.862 0587 0.877
Prob > Chi2 0.000 0.000 0.000 0.000 0.000 0.000
(or F)
( )2+ Robust Standard Error 3t (Cluster unit: 7§ 719)
note. ** p<0.01, ** p<0.05, * p<0.1
2% AFE7F 19 A7 B2 mx= 4% 177
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