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ABSTRACT

ThispaperexpandsuponthestudyofBethanietal.regardingtheassociationbetweenfirms’costof
debtandtheirownershipstructure.Itinvestigatedwhethercorporateinformationopacityisassociated
withthelevelofcostofdebtforfamily-ownedfirms.Theauthorsexaminedasampleofcompanies
listedtotheAthensStockMarketattheperiodof2017-2019.InlinewiththefindingsofBethaniet
al.fortheperiod2009-2016,theyfoundnosignificantassociationbetweencorporateopacityand
familyownership.Τhecostofdebtofthesamplefirmsisnegativelyassociatedwiththeirliquidity.
Inaddition,theyfoundthatsamplefirmswithcertainstockpricebehaviorandtradingvolumetend
tofinancetheiractivitiesthroughthestockmarketratherthanusingbankloans.
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1. INTRodUCTIoN

Severalstudieshaveinvestigatedtheimpactoffamilyownershiponfirmscostofdebt(e.g.,Anderson,
Mansi,&Reeb,2003;Boubakri&Ghouma,2010;Ellul,Guntay,&Lel,2007;Lin,Ma,Malatesta,&
Xuan,2011;Maetal.2015).Previousstudieshaveprovidedmixedevidenceregardingtheimpactthat
familyownershiphasuponfirms’costofdebtfinancing(Jensen&Meckling,1976;Johnsonetal.,
2000;Andersonetal.,2003;Elluletal.,2007;Djankovetal.,2008;Fahlenbrach,2009;Achleitner,
Gunther,Kaserer,andSiciliano,2014).Bethanietal.(2019)examinedtheassociationbetweencost
ofdebt-capitalandfamilyownershipforasampleofcompanieslistedtotheAthensStockMarket
attheperiodof2009-2016.Bethanietal.(2019)focusedoncorporateinformationopacity,afactor
thatissupposedtoinfluencetheextentofagencyconflictsbetweenfirms’managers,equityholders
andcreditors(Bushman,Piotroski,&Smith,2004;Bushman&Smith,2001;Jensen&Meckling,
1976;Smith&Warner,1979).Bethanietal.(2019)foundthatthatfamilyownershiphasnoimpact
uponGreekfirms’costofdebtfinancing.
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Thepresent studyexpandsuponBethaniet al. (2019)by investigating the impactof family
ownershiponGreekfirmscostofdebtforasampleof94firmslistedintheAthensStockExchange
(ASEhereinafter)fortheperiod2017-2019.Similarly,toBethanietal.(2019)thepresentstudyfinds
thatcorporateopacityandfamilyownershiparenotassociatedwiththecostofdebtforthesample
firms.Ourresultsprovidestrongevidencethatfirmswithcertainstockpricebehaviorandtrading
volumeaimtofinancetheiractivitiesthroughthestockmarketthanusingbankfinancing.Inaddition,
wefoundthatthecostofdebtofthesamplefirmsisnegativelyassociatedwiththeiroperationalcash
flowsandliquidityforthelowopacityfirms.

Thisstudycontributestotheexistingliteratureexaminingtheassociationbetweenownership
structureandfirm’scostofcapitalingeneral,withspecialreferencetofamilyownership.Thisstudy
hasbeenconductedwithintheGreekbusinessenvironmentwhichhascertainstructuralcharacteristics.
InGreece,similartootherEuropeancountries(e.g.France,Italy)manylistedfirmsarecharacterized
byahighdegreeofownershipconcentration(NobesandParker,2000).Furthermore,aconsiderable
proportionoflistedfirmscanbecategorizedasfamilycontrolled(BallasandTzovas,2010).Debt
financingconstituteamajorsourceoffinancingformostGreekfirms(BellasandTzovas,2008).
Thecentralroleofthebankloansinthebusinessfinancingisadistinctiveattributenotonlyofthe
Greekbusinessenvironment,butotherEuropeancountriesaswell(e.g.France,Germany).Recent
evidenceindicatesthatdespitetheintroductionofInternationalFinancialReportingStandards(IFRS
hereinafter)Greekfirmscontinuetoadoptearningsmanagementpractices(Kapoutsouetal.,2015;
PapadakiandTzovas,2017).Generally,Greeceisconsideredaslowinvestorandcreditorprotection
country(Tsalavoutasetal.,2012).Thus,thefindingsofthisstudycanbeofsomeinterestforacademic
researchersinvestigatingsimilarissuesincountrieswhichpossessstructuralcharacteristicsanalogous
withthoseprevailinginGreece.

Theremainderofthispaperisorganizedasfollows.Section2discussesthehypothesesregarding
theassociationfamilyownership,corporateopacityandcostofdebt.Section3describesoursample
andmethodology.Section4reportstheempiricalresultsofunivariateandmultivariateanalyses,as
wellastheresultsofrobustnessanalysis.Finally,Section5presentsourconclusions.

2. HyPoTHeSIS deVeLoPMeNT

It has been argued that family ownership can have a negative impact upon firm’s cost of debt.
Controllingfamilieshaveaninterestinthelong-termsurvivaloftheirfirms.Consequently,family-
controlledfirmsaremorelikelytoadoptalong-termandlowriskapproach(Andersonetal.,2003;
Fahlenbrach,2009;Achleitnereetal.,2014;Maetal.2015).Ontheotherhand,ithasbeenargued
thatdue to thedominantposition thatacontrolling familyholds ina firm, it ispossible to take
advantageofitspositionattheexpenseoftheinterestsofothershareholdersandcreditors(Jensen
&Meckling,1976;Johnsonetal.,2000;Elluletal.2007;Djakovetal.2008).Withinthiscontext
familyownershipispositivelyassociatedwithcostofdebt(Maetal.2015).

Severalfactorscanaffecttheassociationbetweenfamilyownershipandcostofdebt.Investor
protectioncaninfluencethecostofdebtofafamilyfirm.Inlowinvestorprotectioncountriesfamily
firmsmayfacehighdebtcosts,whileincountrieswithhighinvestorprotectionfamilyfirmsmay
benefitfromlowercostofdebt(Elluletal.2007).AsmentionedaboveGreeceisthoughttobealow
investorprotectioncountry.

Earningstransparencyisconsideredasafactorthatreducesfirm’scostofcapital,especiallythe
costofequity(Barthetal,2013).Thisdoesnotnecessarilyapplyinthecaseofdebtcapital(Bodie
etal,2017).Floresetal.(2020)foundthatwhileanincreaseinearningstransparencyreducesthe
costofequitycapital,inthecaseofcostofdebtcapital,theimpactofearningstransparencyisless
pronounced.

Corporateinformationopacityissupposedtoberelatedwithfamilyownership.Theprovision
ofaccounting informationcandecrease theagencycosts thatarisebetweenmanagers,creditors,
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