
Home / Journals / Management Decision / Volume 48 Issue 2

/ Ownership structure, corporate diversification and capital structure: Evidence from China's publicly listed firms

To read this content please select one of the options below:

Access through your institutionAdd to cart 
37.00€ (excl. tax) 

30 days to view and

download

Access and purchase options

Abstract

Purpose

The purpose of this paper is to investigate whether, and to

what extent, corporate diversification into related and

unrelated businesses affects capital structure choices, and

whether ownership structure is germane to the

understanding of corporate diversification strategies and

debt‐equity financing choices.

Design/methodology/approach

Univariate approaches include the parametric two‐sample t‐

test, non‐parametric Kolmogorov‐Smirnov test and Kruskal‐

Wallis rank test, and cluster analysis. Multivariate

approaches include panel data regressions to identify the

sign and magnitude of the effect of diversification on capital

structure, after controlling for a number of industry and firm

characteristics as suggested in the literature.

Findings

Corporate diversification into related or unrelated industries

has opposite effects on capital structure, after controlling

for ownership structure and corporate governance

mechanisms. Consistent with the prediction of

organizational economics, an increase in the degree of

business relatedness is associated with a reduction in debt

while an increase in business unrelatedness is associated

with an increase in debt. In addition, there is strong

evidence that government‐controlled firms use less debt

financing and that government ownership weakens the

positive relationship between unrelated diversification and

leverage. The results are robust to different measures of

capital structure.

Ownership structure, corporate diversification

and capital structure: Evidence from China's

publicly listed firms

Larry D. Su 

Management Decision

: 0025-1747

Article publication date: 9 March 2010

Permissions 

ISSN

(International

Standard

Serial

Number.)

DOWNLOADS

 5988

Access and authentication: Please visit our page. Close 

Welcome Guest user

Advanced searchEnter your search terms here 

We are using cookies to give you the best experience on our website, but you are free to manage these at any time. To

continue with our standard settings click "Accept". To find out more and manage your cookies, click "Manage cookies".

Accept  Manage cookies 

https://www.emerald.com/insight/
https://www.emerald.com/insight/sitemap/publications#journals
https://www.emerald.com/insight/publication/issn/0025-1747
https://www.emerald.com/insight/publication/issn/0025-1747/vol/48/iss/2
https://connect.liblynx.com/go/emerald?sachoose=1&target=https%3A%2F%2Fwww.emerald.com%2Finsight%2Fredirect%3Ftarget%3Dhttps%253A%252F%252Fwww.emerald.com%252Finsight%252Fcontent%252Fdoi%252F10.1108%252F00251741011022644%252Ffull%252Fhtml
https://www.emerald.com/insight/search?q=Larry%20D.%20Su
https://www.emerald.com/insight/publication/issn/0025-1747
https://emeraldpublishinggroup.freshdesk.com/support/solutions/articles/36000213997
https://www.emerald.com/insight/advanced-search


Emerald

logo

      

© 2024 Emerald Publishing

Limited

Services

Authors

Editors

Librarians

Researchers

Reviewers

About

About Emerald

Working for Emerald

Contact us

Publication sitemap

Policies and

information

Privacy notice

Site policies

Modern Slavery Act

Chair of Trustees governance

statement

Accessibility

Originality/value

Traditional finance literature has not been able to provide

conclusive evidence on what affects corporate capital

structure decisions. This paper shows that a corporate

strategy perspective, with its emphasis on a managerial

decision‐making process, can provide a behavioral basis for

understanding capital structure choices.
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