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Abstract: This paper investigates the relationship between news coverage and investment decisions of
firms belonging to Korean business groups (chaebols). For the empirical analyses, the paper focuses on
acquisition attempts made by firms affiliated with the top 30 chaebols. In particular, this paper examines
whether pre-acquisition media attention on acquirers, their parents, and their ultimate parents can be
related to a manager’s decision to complete or abandon proposed acquisitions. To test the media’s
monitoring role on business groups, this research further divides acquisition attempts into two types:
those proposed by affiliated firms and those proposed by non-affiliated firms. To differentiate affiliated
and non-affiliated firms for the empirical analysis, this paper constructs Top 30 dummy using the list of
chaebols designated by the Korean Fair Trade Commission (KFTC). This research presents the evidence
that an increase in the pre-acquisition news coverage of firms affiliated with the top 30 largest chaebols
is associated with a higher abandonment probability if the proposed deals have negative stock market
returns at their announcement. This result suggests that the media can function as an effective
governance mechanism for business groups where agency costs are expected to be high due to a
concentrated ownership structure. In other words, the media can play an external monitoring role for
Korean business groups.
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[Table 1] Summary Statistics

Panel A. Summary Statistics by Abandon Dummy

Mean
Variable Full sample Completed Abandoned Difference
(N =307) (N= 256) (N=51)
Negative MA dummy 0.4039 0.3906 0.4706 0.0800
Log pre-acq media 1.3425 1.4859 0.6231 0.8628***
Top 30 0.2476 0.2695 0.1373 0.1323**
(leF?vser]?ﬁriZT)p 32052.7 32300.6 30763.5 1546.1
A CEO ownership 118.9012 214.3 -359.8 574.0
Board independence 0.6754 0.6846 0.6292 0.0554
Relative transaction value 0.3334 0.3577 0.2117 0.1459
Acquirer pre-ownership (%) 155123 16.6310 9.8967 6.7343**
Stock dummy 0.2899 0.2930 0.2745 0.0185
Target public dummy 0.0554 0.0586 0.0392 0.0194
Log acq size 26.4308 26.5516 25.8247 0.7269***
CAR (%) 0.8777 0.9681 0.4240 0.5441
Panel B. Summary Statistics by Top 30 Dummy
Mean
Variables Non-affiliated Affiliated Difference
(N=231) (N=76)

Abandon dummy 0.1905 0.0921 0.0984**
Negative MA dummy 0.3680 0.5132 -0.1452**
Log pre-acq media 0.3667 4.3085 -3.9418***
(Cfgm‘;vr;’qr;ﬁrizr:)p 28405.0 43139.9 -14734.9
A CEO ownership 269.3 -338.4 607.7*
Board independence 0.6316 0.8085 -0.1768***
Relative transaction value 0.3776 0.1990 0.1786
Acquirer pre-ownership (%) 14.5937 18.3043 -3.7107
Stock dummy 0.2857 0.3026 -0.0169
Target public dummy 0.0260 0.1447 -0.1188***
Log acq size 25.6438 28.8228 -3.1790***
CAR (%) 1.1506 0.0483 1.1023***
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[Table 2] Media’s Governance Role on Acquisition Attemps by Chaebol-affiliated firms with Negative MA
dummy
Independent Variables 1) )
. - . -0.3222 -0.3039
Negative MA dummy * Log pre-acq media (0.62) (0.63)
. . - 1.5762* 1.5373*
Negative MA dummy™* Log pre-acq media* Top30 dummy (0.08) (0.09)
. 0.2919 0.2833
Negative MA dummy (0.26) (0.27)
Log pre-acq media -0.5417 -0.6406*
(0.17) (0.09)
1.6347 1.4945
Top30 dummy (0.20) (0.23)
. 0.0000 0.0000
ACEO ownership (0.78) (0.86)
Board Independence 0.0237 -0.0637
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Independent Variables 1) )
(0.95) (0.86)
Relative transaction value (()023?38)4 (()02215)9
. . -0.0214*** -0.0212***
Acquirer pre-ownership (0.00) (0.00)
-0.2134 -0.2026
Stock dummy (0.43) (0.45)
Target public dummy (zosgg? (205?%73)7
) -0.0911
Log acq size (0.40)
_ ok - *
Negative MA dummy *Top30 dummy 7(%)90250) 7(01%)?3?
ACEO ownership * Top30 dummy %Ogg;) (20088;)
Log pre-acq media * Top30 dummy ?Olég)z (201;231
Negative MA dummy * ACEO ownership -?60234 -(()60502[))3
Negative MA dummy *ACEO ownership * Top30 dummy %0088;) ) (%08%31

Pseudo R-square= 23.06%

[ 3] A2 ALAE] A

AlZzol] gk miTjofe] AMdA A (CAR ¥ &8)

[Table 3] Media’s Governance Role on Acquisition Attemps by Chaebol-affiliated firms with CAR

Independent Variables @ @
car Yo om
ACEO ownership _(()002(?)6 _(()003?(3))7
Log pre-acq media _?6,5;5,7)4 ?0221274)6
CAR * Log pre-acq media (105613)5 (10853)9
CAR * Top30 o 022
ACEO ownership * Top30 (200(5)2;1 (200(5)8?
Log pre-acq media * Top30 Ezolgg)z EEOOZS?
CAR* Log pre-acq media * Top30 1(013;1;) 1(0532;3
Board Independence -3'(%,7326)** 2(0122‘3*
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Independent Variables (1) 2)

. . 0.0403 -0.3226
Relative transaction value (0.96) (0.71)
Acquirer pre-ownership '(()60%")1 '(()601177)9

0.0604 0.0937

Stock dummy (0.93) (0.89)

. 1.2463 0.7905

Target public dummy (0.49) (0.68)
Log acq size 0.3684
gacq (0.19)

Pseudo R-square= 43.31%
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