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Abstract

This paper investigates whether leverage of family controlled firms differs from that of non-

family controlled firms. The empirical results indicate that family firms have relatively

lower levels of leverage. There are two main characteristics of families, the incentive of

concentration of control and risk controls, are likely to have an impact on leverage decision.

Family controlled shareholdings and the levels of leverage are in an inverse U-shape

relationship. When the family controlled shareholdings lower than 25%, the incentive for

family shareholders to concentration of control will be greater than that of risk controls.

Thus, family controlled shareholdings and the levels of leverage are in a positive

relationship. But when the family controlled shareholdings exceed 25%, the incentive of risk

controls is relatively greater. Debt-financing will be avoided, and family controlled

shareholdings and the levels of leverage are in a negative relationship.
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Lamba Stapledon (2001) 

(2006) 86 93 

U

Harijono et al. (2004) 

25% 

25% 

Anderson et al. (2003) 

Wiwattanakantang (1999) Mishra McConaughy (1999) 

Wiwattanakantang (1999) 

Mishra McConaughy (1999)

Claessens Fan (2002) La Porta et al. (1998) La Porta et al. (1999) 
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Anderson et al. (2003) 69% 

Agrawal Nagarajan (1990) 

Mishra McConaughy (1999) Agrawal

Nagarajan (1990) Mishra McConaughy (1999) 

Agrawal Nagarajan

(1990) 

Anderson et al. (2003) 

Harris Raviv (1988) Stultz (1988) 

(Hawawini & Viallet, 1999)

DeAngelo DeAngelo (1985) 

Wiwattanakantang (1999) 
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Wiwattanakantang (1999) Mishra McConaughy (1999) 

Claessens Fan (2002) 

Lamba 

Stapledon (2001) Bebchuk (1999a, 1999b) La Porta

et al. (1998, 1999) 

Nenova (2003) 

23%

87 93 

3,216 

Burch (1972) 

4%

(1989) 

200 46.3% 

Mok Lam Cheung (1989) 

10% (1996) 

(1999) 

10% 

(1999) 

137
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Harijono et al.

(2004) (Family)

Family 1 0

Harijono et al. (2004) 

:

DeAngelo Masulis (1980) 

(1993) 
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18 2

Myers (2003) 

(

Titman & Wessels, 1988) / ( +

)

leverage 

Family

Family=1 Family=0

Leverage

Tax_Rate

Dep_Tax

Profit

Risk

Size

Growth

Indust
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Anderson et al.(2003) Harris 

Raviv(1988) Stultz (1988) Hawawini Viallet (1999) 
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Djankov Lang (2000) 

La Porta et al. (1999) 

{ (

)}

88 

88 

7.74% 

( ) 

2.57% 5.54% 4.11% 88 

19.96%

141

- -

- - 4.34% 

3.99% 

8.33% (19.96%) 

(8.33%) 28.29%
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Control

1 2 

1 

2 

3,216 2,026 

63% 2 

9.7% 150 

133 

11.4% 13.8%

6.3%

5.3% 5 0.061

0.040 1.339

( 1) 2,525 78.51%

14.4% 33.3%
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4 4 

144

5 5 

Harijono et

al. (2004) 

0.004 

-0.140 1% 
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7 (1) 

0.182 -0.423 

25.43%

25.43% 
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18 2

7 (2) 

1 2 0.105 -0.086 

61.05%

61.05% 

61.05%

7 (3) (4) 

25.43% 

Schooley (1990) Moh'd Perry Rimbey (1998) 

Morck Shleifer Vishny (1988) 

U 

25.43% 

7 CEO ( ) 

7 Control 

(Robustness) 8

U 

( 1) 

( ( 2) 7 

(Control) 

149

1

2

0.066 0.118 0.013

0.236 0.170 0.205
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18 2

153

10 41.4%

9.7%

11

Harijono et al. (2004) Harijono et al. (2004) 
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