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So] F7bd] vIXE GFE BN v iAo ABrFe| e BBe] AgE
344 o] M3 YW wh, AUAoR Ad FEe JAES A 2

2 ol A £4S dAZAE AS Bt Cheah et al (2007) & 4=3}
ul=re] AFA G F ARIE AR AR OE A85ETS 7HE o] 7t
3l

vE mR wE fEs
B9, 95 795 v
A Jertee At ek

ARAEA RS o] 83 S5k e Ha AFEE 22 719 Kol WA E o
FE AF BNl BB shaavl del 43A 29 Asdvhs daE
SJel7t AR, AYAEN BAE SAY, F WA 223 FAA 2ol o
& Ado] 719 ARl Wael] AEA G AAS F Gl 719 FGel Qo o)

$ F8% AGYNE BRI ol e wels} ol FlAA gkrhe WAL =



A, tgol, P2 et s
17} A ol 7oA sk

2123} B F190e) olg et e o] B S5 stel Aol B 2%
29 49 FAA0R O APATEE A TANE T2 BA ek 4

Q75| 22 e Jolat AeFEo] /19 Mo ARAL JFL ) 5 e

St
Sok
rlo
L)
iy
Ho
oflt
1o
rx
)
it
o,
ko
r ¢}
=
=
%k
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Analysis on the Firms’ Choices of Recall Types and
Their Effects

E

Moonsoo Park™ - Daeyoung Koh™* - Kyung Hee Lee®

Abstract

In this paper, we attempt to analyze how the recall types (Voluntary Recall
vs. Mandatory Recall) chosen by firms affect the firms values in regards to
the implementation of the recall as an important business strategy, and how
the characteristics of firms and (or) defective products affect the firms' choices
between the voluntary and mandatory recall. Based on the results, we derive
managerial and policy implications. The data on the stock prices of 38
recall-related firms with 101 defective products reported between 2000 and
2010 are used. For empirical analysis, event study analysis and binary logit
model are employed.

Estimation results show that the voluntary recall has less negative influence
on the abnormal return than the mandatory recall. Also, the higher the hazard
level, price, and the number of defective products sold, the higher the
probability of a firm choosing the voluntary recall becomes, and the defective
products with the brand name of the firm are more likely to be recalled
voluntarily. This paper is significant in that it is the first study to our
knowledge that empirically analyzes Korean firms choices of recall types and
their effects on the firms values.

Key Words: voluntary recall, mandatory recall, abnormal return, event study, binary
logit
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