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Abstract The purpose of this study is to test whether credit rating agencies highly evaluate the credit ratings of
corporate bonds based upon management participation and ownership share by family governance in ownership
structure forms. The samples of this study for empirical analysis were 1,449 non-financial companies listed on
Korean Exchange from 2011 to 2016, over whose firm/year data this study conducted regression analysis.

The results of empirical analysis in this study are as follows. First, family businesses had positive effects on the
evaluation of corporate credit ratings. Second, if the ownership share of family businesses was higher, corporate
credit ratings were higher. This result means that high ownership share in family businesses has very positive effects
on the credit ratings of related businesses. It is meaningful that this study tested the effect that family businesses
can alleviate agency problems and reduce information asymmetry. Furthermore, it is also academically meaningful
that this study can contribute to future studies on the role of ownership structure.
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Table 1. Sample distribution

sample subjects : a total of firm/year samples from
2011 to 2016
(closing date of the fiscal year: the end of December,

except financial firms)

4218

excluded samples: firms/years unavailable for credit

ratings or analysis data

- samples unavailable for credit rating data

- samples unavailable for family ownership share or 2,769
board member data

- samples unavailable for all data necessary for
analysis

final samples 1,449
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Table 3. Descriptive statistics

33 Table 29} 2ol 3 5o} lr. Variables Mean Std. Min Med Max
. . L . GRADE 0.687 0.208 0.050 0.750 1.000
Table 2. Credit rating distribution by year and rating
FAMILY 0.553 0497 0.000 1.000 1.000
class |scoer| 2011 | 2012 | 2013 | 2014 | 2015 | 2016 A ROA 0.010 0.088 -0.473 0.022 0.201
AAA 20 7 7 6 7 7 7 M SIZE 20.977 1.526 17.570 20.860 | 24.840
AA+ 19 12 14 16 13 14 15 84 SALES 0.899 0.546 0.020 0.825 3.003
AA 18 17 18 17 18 2 22 114 DA 0.513 0.202 0.051 0.523 1.021
AA- 17 27 25 26 29 30 29 166 INCOR 40.632 181.230 | -20.026 | 3.605 | 1487.117
A+ 16 25 28 25 2 18 22 140 CN 0.191 0.393 0.000 0.000 1.000
A 15 28 23 29 32 36 35 183 BIG 0.862 0.345 0.000 1.000 1.000
A- 14 25 30 33 29 33 35 185
BBB+ 13 22 21 14 17 17 15 106 19 ﬁ'-ﬂ—ﬂlﬂ%ﬂ—ﬁ
BBB 12 9 8 1 8 11 1 58
BBB- | 11| 14 | 15 | 13 | 18| 15 | 18 | 93 T8 Table 4

BB+ 10 8 7 9 14 17 11 66
BB 9 5 3 7 7 12 1 45
BB- 8 5 7 8 9 9 47
B+ 7 4 5 5 3 4 5 26
B 6 0 0 1 1 1 1 4
B- 5 0 1 3 2 1 1 8
CccC 4 8 10 8 9 8 8 51
CC 3 0 0 0 0 1 2 3
Cc 2 0 0 0 2 1 5

D 1 3 3 4 5 5 24

A 219 | 225 | 235 | 245 | 262 | 263 1,449
class scoer
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Table 4. Correlation matrix

Variable| (1) @ 3 “ (5 6 7 @ ©

&hape [1000

Zhy 10254 1000

(3ROA |0447 :0.117 1000

(@SIZE 0528 40061 0152 * 1.000

(5SALES0065 0038 0206 :-0091 1000

(6DA |-0461 0186 =0441 0002 0178 1000

(JINCOR0.146 0025 0164 0042 0105 =0213 1000

(8N |-0218 0082 0268 :-0.119 %0012 0225 *0(B3 1000

(9BG 0363 0089 0092 0361 #0040 -0.128 ‘0075 =0.126 1000
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Table 5. The results of analyzing the effect of
family businesses on credit ratings

Variables Coeff. \ t-stat
Intercept -0.538 -10.35™
FAMILY 0.060 8.39™
ROA 0.325 6.75"
SIZE 0.061 23.99"
SALES 0.058 768"
DA -0.369 -16.58™
INCOR 0.000 -0.27
CN 0.002 0.16
BIG 0.066 596™
SIND Included
S YEAR Included
) Adjusted R* 0.614
Model Fit F value w327"
Sample Size 1,449
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Table 6. The results of analyzing the effect of
ownership share in family businesses on
credit ratings

X TOT-s FAM-s
Variables Coeff. \ t-stat Coeff. t-stat
Intercept -0.538 -10.35™ -0.589 -9.12"
FAMILY 0.060 8.39™ 0.051 1.71°
ROA 0.325 6.75" 0.491 6.02"
SIZE 0.061 2399 0.065 21.70™
SALES 0.058 7.68™ 0.040 487"
DA -0.369 -16.58"" -0.284 -10.00""
INCOR 0.000 -0.27 0.000 206"
CN 0.002 0.16 -0.005 -0.50
BIG 0.066 596" 0.057 427"
SIND Included Included
S YEAR Included Included
Model Fi Adusted R® 0614 Adusted 615
F value 93.27" F value 56.55™
Sample Size 1,449 801
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