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Abstract In this paper, we examine the impact of family ownership mechanism on the firm's debt policy.
Our results show that family firms tend to have a lower debt level, compared with non-family firms. Foreign
investors are found to lead to a reduction in the firm's debt level through their monitoring incentives for
dominating large shareholders. The firm's profitablily is related to a lower level of debt, whereas higher
tangible assets and firm size are positively associated with high debt ratios due to the possibility of large
collateral assets. Some implications are that foreign investors can reduce the agency costs of dominating large
shareholders in family firms through monitoring activities, thus enhancing the efficiency of business
decision-makings.
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[Table 1] Previous determinants of capital structure

Titman et al. Friedman et al. Faccio et al. ¥ ¢I5-
(1988) (2003) (2007) (2012)
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@ Profitability
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(® Cash Flow
Volatility
(CEDStd)

@ Bankruptcy Risk

(IntCov)

® Firm Size

® Sales Growth

(@ Tobin’s Q

(MKBK)
(® Ownership
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X ) (0]

X O 0O X

X

® Family Firm
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(0 Foreign
Ownership
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[Table 2] Distribution by industrial sector

Indust Total Family Firm | Non-Family Firm
ustry No % No % No %
Energy 12 19 4 1.9 8 1.9
Materials 157 249 51 25.1 106 25.1
Industrial | 0 | 016 | 54 | 266 | 115 | 272
Products
Free 137 | 218 | 48 | 236 | 80 | 211
Consumption
Essential gy | 79 | 16 | 79 | 3 | 81
Consumption
Medical 39 6.3 16 79 23 54
IT 61 9.7 14 6.9 47 11.1
Total 625 100.0 203 100.0 422 100.0
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[Table 3] Summary statistics

[Table 4] The determinants of debt structure in family
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amily Firm on-ramily rirm .
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