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ABSTRACT

Deregulation of Holding Companies in 2007 and the Unrelated
Diversification of Korean Chaebols

Joohyeon Kim & Sangin Park

The regulation on holding companies in the Monopoly Regulation and Fair Trade Act was
relaxed in 2007 in order to facilitate the transition of business groups into the holding
company system. The number of groups which have converted to the holding company
system has rapidly increased since then. However, concern has been growing over the
excessive expansion of chaebols and their concentration of economic power due to this
regulatory relaxation. This study investigates the impact of the deregulation of holding
companies in 2007 on the level of unrelated diversification of the top 30 chaebols in Korea
during 2001-2018. The study found no statistically significant difference in the level of
unrelated diversification between the holding company system of chaebols and non-holding
company system, but deregulation contributed to unrelated diversification of the chaebols
adopting the holding company system. Hence this study suggests that the regulation of
holding companies should be tightened not only for transparency in the corporate structure

but also for resolving the economic concentration of chaebols.

[Keywords: holding company, deregulation, unrelated diversification, chaebol, economic
concentration)



