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Abstract

Essays in Corporate Finance

Euna Cho
Department of Finance

College of Business Administration
Seoul National University

This thesis consists of three essays in corporate finance: takeovers, 

tax avoidance, and the investment of SMEs. The first essay finds that 

takeovers in Korea occur in the relation of financial distress, and that some 

companies tend to be targets repeatedly. This is because shareholders and 

managers do not want to transfer control in normal situations, but only after 

they are unable to pursue private interests due to financial distress. It also 

presents the new takeover method that a target firm issues new shares to the 

acquirer, and therefore the acquisition funds replenish the capital of the 

target firm. However, after the takeover, financial distress is not resolved, 

indicating that the performance of takeover motivated by financial distress is 

not good. The analysis also shows that the takeover exacerbates the financial 

distress of the acquiring firm, suggesting that the incentive to acquire a 

company in financial distress is attributable to agency problem rather than 

synergies. 
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The second essay analyzes the tax avoidance of privately held 

companies comparing to that of publicly traded companies. Although 

privately held companies have fewer human resources in financial and 

accounting and experts in tax consulting than publicly traded companies, 

they have fewer agency problems due to the high proportion of 

shareholder-manager. The analysis shows that publicly traded companies 

routinely perform higher levels of tax avoidance than privately held 

companies. However, privately held firms are more aggressive than publicly 

traded companies if they have some manpower or external resources 

available for tax purposes or if the benefits of tax avoidance are relatively 

large. This is also confirmed by a difference-in-differences analysis using the 

revision of the tax law in 2012.

The third essay examines the effect of SMEs’ listing on their 

investment based on Korean SMEs’ financial data from 2004 to 2015. We 

find that publicly traded SMEs invest more on R&D than comparable 

privately-held SMEs identified through propensity score matching. We also 

find that SMEs that went public during our sample period use IPO proceeds 

on both CapEx and R&D, but those that were highly levered prior to the 

IPO do not use the proceeds on CapEx. ‘Difference-in- differences’ results 

further verify that SMEs that went public increase R&D investment more 

conspicuously than CapEx after the IPO. These results suggest that Korean 

public equity market is more likely to facilitate SME’s R&D investment 

than their capital expenditure. 

Keywords: Takeovers, Financial distress, Tax avoidance, Listing, SMEs, 

Investments

Student Number: 2015-30158
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