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Family Control and Debt Financing of Private
Enterprises: Promotion Effect or Block Effect?

CHEN Jian-lin

(Accounting School s Guangdong University of Business Studies ,
Guangzhou 510320, China)

Abstract: Academia believes that family control has dual effects on debt
financing of private enterprises, namely promotion effect and block effect. In
view of the debate above-mentioned and the financing difficulties of private
enterprises, this paper discusses the effects of family control on debt finan-
cing of private enterprises. It arrives at the conclusions as follows: firstly,
for all private listed companies, family control is conducive to debt finan-
cing; secondly, in regions with sound institutional environment, family con-
trol rights can significantly promote debt financing of private enterprises,
and in regions with poor institutional environment, the relation between
family control rights and debt financing of private enterprises is not signifi-
cant; thirdly, for enterprises with a strong tendency towards family self-in-
terest, family control rights play a block role in debt financing of private en-
terprise, and for enterprises with a weak tendency towards family self-inter-
est, family control rights play a promotion effect in debt financing of private
enterprise.

Key words: family control; private enterprise; debt financing; agency
cost
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