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Abstract

An Empirical Analysis on the Determinants of Capital Structure

Choices of Market-based Public Corporations in Korea

Park, Si-Woo
Department of Business Administration
Graduate School of Business Administration

Jeju National University

The purpose of this study was to evaluate the empirical determinants of
capital structure of market-based public corporations since 2003. The panel
regression analysis was performed to identify the determinants of capital
structure of 14 market-based public corporations. The hypothesis was set and
verified using the factors set that claims to be important in static trade—off
and pecking order theory.

The results are as follows.

(i) Non-debt tax shield are negatively related to book leverage supporting
static trade-off theory. (ii) Growth is positively related to book leverage
supporting pecking order theory. (iii) Firm size are positively related to book
leverage supporting static trade-off and pecking order theory. (iv) Profitability
and liquidity are negatively related to book leverage supporting pecking order
theory.

In short, all of firm characteristics except for the collateral value of assets
can be interpreted by the traditional financing theory.

However, the collateral value of assets which were found significant
relationship with book leverage in private companies found no significant

relationship in market-based public corporations. It is interpreted as reflecting

_iv_



the reality that collateral value of assets is not affected in credit rating
decision of public corporations because of the government’s guarantee on

financial debt.
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’d %74 (Tachange) 175 11.06 48.60 -57.23 632.51
714 7 B (LnS) 175 2761 3.33 17.61 31.68
T4 (0ITA) 175 3.48 3.66 -9.89 18.00
574 (LiquidTA) 175 10.17 7.35 1.00 31.69
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AR HA7E A YErda 9
1A ES] Hite 27610 AxHE

T 34801, Hx} gFAasthrE 20084
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HdL 0182 ZAAH Y]

A SrteteE F
=) o=z

sto] YR Ee @& molFm vk webA 2002d A WS 558 4
of FlFEtty Ao, B FAo A= 2002WS Al9E 20031720140 S O

<G M-5> WS dnd J
AE | wAuE e A 377 719 TR T+ +57
7] Al &
2002 93.89 74.09 0.11 53.50 27.49 0.28 9.95
2003 82.82 73.98 0.10 4.61 2154 6.08 10.54
2004 78.99 78.10 0.11 -1.01 2072 493 10.59
2005 74.74 78.07 0.22 6.77 2715 4.22 10.49
2006 74.46 7891 0.23 7.28 26.53 3.32 10.95
2007 80.16 76.17 0.19 8.93 26.66 3.35 10.99
2008 114.42 73.35 0.18 14.99 26.91 -0.35 11.44
2009 105.28 72.78 0.20 6.68 2791 3.43 10.67
2010 102.04 60.18 0.23 5.20 28.04 3.98 10.90
2011 101.67 62.47 0.18 19.46 2813 2.68 9.74
2012 106.86 61.07 0.19 0.93 28.22 3.12 9.39
2013 118.25 61.20 0.18 8.93 28.25 2.63 8.65
2014 12791 62.17 0.20 6.36 28.26 3.41 8.35
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2005 o8.44 17.15 0.38 471 3.01 241 7.65
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2009 89.84 19.86 0.29 11.08 3.12 241 7.60
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573 -0.0893 | -0.2599"" 0.2786"*" 0.2766™" 0.0516 1
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I} HEeagaE 2 YFojA =Y, 2 AHE 2 (Fixed Effect Model)<
el WEkx] e A EAS FEHFIE old 1A H(fixed) ATHAL
H

5o}
2% 28 (Random Effect Model)2 7HAIEA S &&= (random

oftt
o

B

==

o

ot

s,

variable) 2 7}4 3t}

< M-9> gHedaxsy 2443

T Coef. Std. Err. t p>ltl [95% Conf. Intervall
At -296.0935 67.0042 -4.42 0.000™" | -428.4461 | -163.7408
AP FR7 A (Inv Tang TA) 0.4251 0.2341 1.82 0.071" -0.0373 0.8874
HIEAAE 22l DepTA) 61.8328 271877 2.27 0.024™ 8.1292 115.5363
/3 %/ (Tachange) 1.2210 0.4297 2.84 0.005™" 0.3722 2.0698
7147+ E(LnS) 10.9868 2.0549 5.35 0.000"" 6.9278 15.0457
T4 (0ITA) -3.8997 1.5093 -2.58 0.011™ -6.8810 -0.9185
57 (LiquidTA) 5.1855 0.7134 7.27 0.000™"" 3.7762 6.5948
F 24.62 (Prob > F = 0.0000)
R-squared 0.4666
F-test Prob > F =0.0000 (F-test that all ui =0)

SR 006, 5%, 1% Faol A 2zt 59

A FeHAiAsHY nBEARY AFEAE Hdstr] dste] F-tests
=35 At}. F-test= 9 x38Fe] 1AW MAEA0] 9g=x Folst= Aoz
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T Coef. Std. Err. t p>ltl [95% Conf. Intervall
At -34.4577 63.1767 -0.55 0.585 | -158.2818 89.3665
AP FR7 A (Inv Tang TA) -0.0330 0.1670 -0.20 0.843 -0.3603 0.2943
HIEAN S 2 2(DepTA) -64.8892 27.6483 -2.35 0.019™ | -119.0789 | -10.6996
3444 (Tachange) 0.6556 0.2326 2.82 0.005™" 0.1999 1.1114
7147+ E(LnS) 6.0471 1.9042 3.18 0.001"" 2.3150 9.7792
T4 (0ITA) -4.8507 0.8559 -5.67 0.000™"" -6.5282 -3.1732
57 (LiquidTA) -0.9670 0.7381 -1.31 0.190 -2.4136 0.4797
F 75.52 (Prob > F = 0.0000)
R-squared 0.3514

SO 005, 5%, 1% Faol A Zhzh 59
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T Coef. Std. Err. t p>ltl [95% Conf. Intervall
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