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Table 3 Regression results of ultimate controlling shareholder law environment and the choice of financing structure
TDA BDA TCA
I Il I I I I I I I
Intercept -0.451 -0.476 -0.477 —0.488 -0.514 -0.504 —0.358 —0.358 ~0.35%
(-4.232)" | (-4.420)" | (-4.437)" | (-5.699) " | (=5.949)" | (-5.846) " | (-4.775)* | (-4.738)* | ( —4.725)
COR 0.042 0.078 0.059 0.025 0.060 0.038 0.008 0.010 0.008
(2.290)" | (3.438)% | (3.084)* | (1.680)° | (3.333)* | (2.456)" | (0.600) (0.616) (0.597)
LB ~0.005 0,005 ~0.001
(-3.186) (-3.626)° (-0.572)
COR x LB -0.005 -0.005 ~2.06E - 04
(-2.658)° (-3.331)° ( - 0.206)
COR x HL -0.038 -0.029 ~3.96E - 04
(-3.021)° (-2.852)° (- 0.044)
ver -0.035 -0.035 -0.035 -0.034 -0.035 -0.034 |5.232E —05 | 2.64E — 04 | 3.84E — 04
o (=3.181)° | (=3.167)* | (=3.201)* | (-3.947)* | (-3.690)* | ( —3.910)* | (0.007) (0.033) (0.048)
SIZE 0.050 0.049 0.049 0.034 0.034 0.033 0.029 0.029 0.029
NG (9.928)* | (9.830)° | (9.873)* | (8.493)° | (8.428)* | (8.337)* | (8.348)® | (8.301)* | (8.288)°
-0.068 -0.065 -0.069 0.102 0.104 0.104 -0.217 -0.216 -0.216
crow | (720N (-2.58)" | (=2.78) | (5.077)" | (S.174)" | (5.101)° (-12.283) " |( -12.250) *| ( - 12.162) *
0.036 0.037 0.036 0.013 0.014 0.014 0.001 0.001 0.001
UNIO (3.762)* | (3.854)* | (3.830)* | (1.750)¢ | (1.850)¢ | (1.831)° (0.088) (0.110) (0.112)
-0.163 -0.162 -0.161 -0.164 -0.162 -0.161 -0.128 -0.128 -0.128
prOF | (—2.465) % | (=2.437)" | (=2.428)" | (=3.077)" | (=3.047) " | (=3.031)* | (=2.756)* | (-2.751)* | (-2.750) "
-1.052 -1.053 - 1.057 -0.699 -0.700 -0.704 -0.257 -0.257 -0.258
(=13.664) *| (- 13.666) * | ( = 13.734) * | ( = 11.320) * | ( = 11.322) * |( - 11.387) *| ( —4.747) " | (- 4.758) * | ( —4.760) *
ADJ - R? 0.183 0.181 0.182 0.167 0.166 0.164 0.143 0.143 0.142
F 10.996 10.859 10.950 9.968 9.879 9.750 8.450 8.483 8.436
Wald 73.23(20) | 70.18(20) |72.56(20) |69.28(20) |69.24(20) |68.98(20) |74.32(20) |74.77(20) |73.68(20)
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Ultimate controlling shareholders law environment and the choice of finan—
cing structure

XIAO Zuo-ping' LIAO Li’

1. School of Economics and Management Southwest Jiaotong University Chengdu 610031 China;
2. School of Economics and Management Tsinghua University Beijing 100084 China

Abstract: The paper adopts the ratios of total debt to total assets bank loan to total assets and trade credit to
total assets to measure financing structure uses the cross—section data of non-inancial listed companies in Chi—
na and applies a series of OLS to empirically test the relationship between ultimate controlling shareholders le—
gal environment and the choice of financing structure. The results show that: the level of trade credit is not af—
fected by the ultimate controlling shareholder or the legal environment; the firms with low degree of divergence
between cash flow and control right have remarkably higher levels of total debt and bank loans; the firms whose
ultimate controlling shareholders are state-owned enterprises have remarkably lower levels of total debt and
bank loans than those firms whose ultimate controlling shareholders are non-state owned enterprises like private
companies; the firms located in areas with excellent legal environment have remarkably lower levels of total
debt and bank loan; the relationship between the ultimate controlling shareholder and the choice of financing
structure is affected by legal environments.

Key words: ultimate controlling shareholder; legal environment; financing structure; empirical evidence



