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Abstract The purpose of this study is to analyze the relationship between the characteristics of Korean family firms
and the impact of debt financing. The analysis period was 10 years from 2004 to 2013, and the sample consisted
of 4,008 non-financial firms listed on the Korea Exchange. For the analysis, the unbalanced panel data with time -
series, cross - section data were formed and analyzed using panel data regression analysis. The results are as follows.
First, Korean family firms use relatively less debt than non - family firms. It can be understood that family firms
in which the dominant family owns and dominates the corporation are less likely to increase their debt because the
agent problem is alleviated and the need for the control effect of Jensen (1986) is lowered. Second, in the verification
of the packing order theory using the model proposed by Shyam-Sunder and Myers (1999), family firms have higher
compliance with the packing order theory than non-family firms do. When financing is needed, debt is preferred over
equity issuance. However, for Korean family firms, 24.38% of the deficit funds are financed through the issuance
of net debt, which is relatively low compared to the 75% shown in the analysis of Shyam-Sunder and Myers (1999).
These results reveal the limit to the strong claim that the Korean family firms follow the packing order theory.
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Table 1. 757194 H]7}+7]<§9] 7+ W 74
AT vERdTh FdAtel A A &5 H%@ﬂ(AD),
dH AN &(LEY), A e Ane WS ALEY),
K TANG), 7\ QT SIZE), 52/3(PROF),
A W3 A PROF), WE-AE&(OWN), 44
AW AR S(LEV,_ ) 7457199 A7
olA SAH R fFofusAl Atel7h vpERTh

=3 r&
fe b

Table 1. Descriptive statistics

Mean ~ Std. Dev.  Min Max ¢t —value

Family 0.0057 00664 04864 0.3331
y ~2T3A T
AD Non Family — -0.0022 00794 -0.5483 0.3879 §

LEV Family 0.4623 01770 0.0255 1.0697 30706
Non Family 0.4854 0.18% 0.0536 0.9930 )

Fanily 00275 01130 -094% 0338
! 2. 9RG
ALEV. \oubamiy 00122 01288 0924 05212 o

Family 0.0457 01060 05768 0.7960
) -0.1372
DEF Non Family 00450 01244 04494 0.8184

Family 0332 0181 0000l 09346
' 300535
TANG piy 030 01841 0008 08263 *

Family 0.0153 00825 -1.1182 0.5566
) -1.3959
ATANG Non Family 0.0105 00808 -0.8592 0.5160

Family 0.99%7 044838 0.1663 4.8056
/ ) -0.7124
MB Non Family 09821 04738 0.1095 48151

Family 0.0271 03228 -3.5360 315% —
AMEB Non Family 0.0348 03278 -2.0101 38468 05633

Famly 26620 15696 21675  3L9X8
: 05378
SIZE by  B457 17068 20470 3L o0

Family 0.0139 01074 -13135 0.8484
) -1.7028
ASIZE Non Family — 0.0062 01045  -0.9826 0.6661

Famly 00325 00634 -04717  0.35%
’ ~5.3688w#+
PROF bty 00176 0072 04719 0258

Family 00017 00BSI 04200 134 _
APROF by 0012 01188 0681 1470 0O

Family 04237 0.1542 0.0000 0.9270

' 5T
OWN i Fariy 0353 0179 0027 0915 o
Loy, el 0B O 0ERLBG

Non Family 0.4925 01911 0.0431 14948

Note: Family and Non-Family Group Samples are 3,779 and 724
observations, respectively. **, *** denote 5%, and 1% significance
level, respectively. ( ) denotes t-value.
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o] 7L/\ &

frolgzel A froldh B GEBAZE e 1% (19 FRRAV et FAMILY 13} FAMILY 2
7190 2fAEE TES) FAMILY 19) 5197 wasdas EAHoR on Qi AsuAE et 4
FE -0.0352(t=-3.35)F 1%fresEolA] Fo3 () itk [Mode1-2]94 EAANE 799 A AR
o GRAZ} Uebska, 457190 T A9y o] FASvhe) ngo] Erhe AS ehith 58 &
u|H4=el FAMILY 29 3AATE -0.0091(t=-141)  F7F & dF= 7195w AlGAES] 34 S71 &
2 A0l R GFRATL et Axrlyg el AR & T Atk s Ve AfARE A
ZolA  OFE 7198w AdAers dehge Aol AR T A=t A 7k = Al
- + 1=} = = = =]
FAMILY 3%¥529] SAASE -0.0149(t=-1.96)2 5% 7| wool FAS7kel ojeh dwzxgas Fsha
3 ] 2} 3= golo] 73 Aoz olaa & 9
FAFEANA oI F()0) FFAS ek, oy 7 IR Il ASMA e TSI 5 I
Table 2. Leverage test
[Model-1] [Model-2]
FAMILY FAMILY 1 FAMILY 2 FAMILY 3 FAMILY FAMILY_1 FAMILY_2 FAMILY_3
, 0.01427  -0.03517" -0.0091 -0.0149™ ) 0.0069° -0.0034 0.0016 0.0080"
FAMILY () 96 (:3.35) (-1.41) (196) | FAMILY s (0.53) (0.42) 2.25)
0.1063™ 0.1043™ 0.1063™ 0.1058"" 0.1559™ 0.1562"" 0.1563™ 0.1552""
DEF (5.66) (5.56) (5.66) (5.64) DEF (10.53) (10.54) (10.55) (1048)
0.1757™ 0.1736™ 0.1773"™ 0.1762"" 0.6245™ 0.6245™" 0.6249™ 0.6236™
TANG o7 (10.83) (11.09) (100) | ATANG 5573 (32.74) (32.78) (32.72)
B 0.0244"" 0.0242"" 0.0245™ 0.0256™" AMB -0.0001 -0.0002 -0.0002 -0.0002
' (4.48) (4.43) (4.49) (4.66) ' (-0.02) (-0.05) (-0.04) (-0.03)
0.0287"" 0.0276"" 0.0285™" 0.0302"" 0.1689"" 0.1695™" 0.1695"" 0.1691""
SIZE (13.55) (12.96) (13.48) (13.29) ASIZE (1] 53 (11.56) (1.57) (11.54)
0.61417" 061827 -06156""  -0.6208"" 014397 01448 014477 01437
PROF (-17.66) (-17.82) (-17.70) (-17.86) APEOF (-7.16) (-7.20) (-7.20) (-7.15)
. 2010987 -0.09527"  -0.11247  -0.10917" 0.0021 0.0053 0.0033 0.0033
OwN (-5.89) (-4.93) (-6.05) (-5.84) owN 0.22) ©.51) (0.34) (0.33)
200583 200596 -0.0588""  -0.0612""
LEViy - - - - LEVi (-6.43) (-6.54) (-6.46) (-6.72)
Constant 03086 -0295077  -03093"  -0.3586 Constant 0.0280"" 0.0332"" 0.0322"" 0.0326""
(-5.46) (-5.21) (-5.46) (-5.97) (3.91) (5.21) (4.55) (5.12)
g-statistic 332848 3333257 331627 329419 | g-statistic 0.00 0.00 0.00 0.00
m-statistic ~ 99.06 98.98"" 98.68" 104017 | me-statistic - - - -
Specification g4 effect Fixed effect Fixed effect Fixed effect | SPecification ) ¢ oLS oLS oLS
Model Model
R? 0.2144 0.2161 0.2140 0.2070 R? 0.2835 0.2831 0.2831 0.2839
F—value 13077 132117 130447 14593™ | F—value  197.80"" 197377 197.35 198217
VIF 111 1.15 111 1.24 VIF 1.04 1.07 1.04 1.04

Note: This table reports estimates for the Leveragee Effect in Model [Model-1], [Model-2]. **,

respectively. () denotes t-value.

*** denote 5%, and 1% significance level,
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Zeg9lo] 2] 9032 B3] 918 [Model-3]7
[Model-4]1& #4138 Ao},

[Model-3]1% ©]&3 715719 n7tE7]1de] 24
Ads BW, ASFSUs(DER) S AT 42
0.2438(t=24.37)%} 0.1817(t=7.72) % &5 iH%‘aE(AD)oﬂ

1%FolFEoll A Fold Aol 9 MA= Aew
UERTE [Model-4]E ©]8-8F 71571<13% Hlﬂéﬂ“

o) BAANE B, AFEZURDER SAAF

Ao 2 eyt olgfdt Av= 7S] Aai
WF(DEF) 3AAF7E 77199 3F AR
Y A HeRbA 7171 o] HIZEE7I el vla) ARz
o]28 ¢ & wEE Aow ¢ gk =
74 217t A A Adelrh

EAHSE L33 [Model-4]2] B AT IME 7}
7193 vI7FEId el A REH(DEF) SAAT
7} 27k 0.2587(t=25.35)2} 0.1846(t=8.11) 2.2 7}57]
A IAAFTE =A Ve 77199
(FAMILY 1, FAMILY 2, FAMILY 3)°l we} A

throl 43 AaIAE %719 A

e

j =2 aye)
=

—

=

=
=

=
E4

7 BEE

Z+7} 0.2587(t=25.35)2 0.1846(t=8.11)C. % ITiH%ﬁﬁ RE2WS(DEF) 3AATE BI7E71el w3 Qa4
(ADyol 1% FollA Fos AHY Fgs vA A=A YERA Stk
Table 3. Pecking order tests
[Model-3]
FAMILY FAMILY_1 FAMILY 2 FAMILY_3
Family Non Family Family Non Family Family Non Family Family Non Family
DEF 0.2438™" 0.1817" 02555 0.2290"" 023717 02122 02556 022177
(24.37) (7.72) (5.96) (24.22) (22.87) (10.54) (13.37) (20.88)
Constant -0.0054™ -0.0104™ -0.0044 -0.0062"" -0.0056™" -0.0081"" -0.0039 -0.0070""
(-4.71) (-3.35) (-1.00) (-5.52) (-4.70) (-3.08) (-1.81) (-5.53)
R? 0.1514 0.0812 0.1105 0.1362 0.1438 0.1095 0.1478 0.1279
F—value 593.90"" 59.66"" 3554 586.39"" 52317 109.22° 78.85"" 436.18"
VIF 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Chow — test 770" 0.49 1.41 227
[Model-4]
FAMILY FAMILY 1 FAMILY 2 FAMILY_3
Family Non Family Family Non Family Family Non Family Family Non Family
DEF 0.2587 0.1846 027017 0.2396 02497 02193 02985 0.2285"
(25.35) 8.11) (6.41) (25.24) (23.69) (11.00) (15.13) (21.60)
ATANG 0.1613™ 0.1460"" 02360 01522 01670 0.1298™ 02402 0.1403"
(12.93) (4.13) (5.24) (12.25) (12.98) 4.31) (9.70) (10.27)
AMEB 0.0004 -0.0053 -0.0153 0.0005 -0.0012 0.0021 0.0060 -0.0026
0.13) (-0.62) (-1.14) (0.18) (-0.35) (0.30) (1.17) (-0.72)
ASIZE 0.0063 -0.0360 -0.0170 0.0010 0.0009 -0.0063 0.0097 -0.0060
(0.65) (-1.32) (-0.52) (0.11) (0.10) 027 (0.62) (-0.54)
APROF -0.0102 -0.0312 0.0477 -0.0265™ -0.0159 -0.0283 0.0270 -0.0327"
(-0.66) (-1.27) (0.69) (-2.08) (-0.95) (-1.36) (1.01) (-2.28)
oWN 0.0056 0.0360" 0.0211 0.0159™ 0.0082 0.0258" 0.0027 0.0148™
(0.83) (2.29) (0.46) (2.43) (1.15) (2.01) (0.24) (2.04)
LBV, -0.0574"" -0.0767"" -0.0872"" -0.0581"" -0.0582"" -0.0673"" -0.0648™" -0.0614"™"
i (-9.41) (-5.00) (-3.42) (-9.92) (-9.14) (-5.20) (-5.78) (-9.22)
Constant 0.0156"" 0.0125 0.0137 0.0122"" 0.0147"" 0.0135 0.0201"" 0.0130™"
(3.61) (1.22) (0.48) (3.01) (3.21) (1.58) (2.59) (2.80)
R? 0.2160 0.1608 0.2246 0.1991 0.2126 0.1695 0.2488 0.1901
F—value 130.81° 18327 11597 131.86 119.97™ 25717 4850 99.49™"
VIF 1.05 1.04 1.07 1.04 1.05 1.03 1.07 1.04
Chow — test 11.46 0.64 2.15 9.06"

Note: This table reports estimates for the coefficient 5 in Model [Model-3], [Model-4]. **, *** denote 5%, and 1% significance level, respectively.

() denotes p-value.
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