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The Impact of Family Control in Firm’s Investment Horizon
Li Rong Lu Shu-jing Cai Di

Abstract: Integrating agency theory, resource-based view and institutional-based view, and
using a dataset consisting of 1821 Chinese listed firms over the period from 2009 to 2012, this
paper investigates the impact of family control on firm’s investment t horizon, and how this
impact depends on local institutional environments. The empirical results show that: (1) compared
with non-family controlled firms, family controlled firms have longer investment t horizon; (2) the
positive effect of family control on investment t horizon is weaker in regions with better legal and
financial environments. Further analysis reveals that family member involvement in management
has a positive effect on family firm’s investment horizon, while the separation of ownership and
control of the controlling family has a negative effect on family firm’s investment horizon.

Keyword: Family Control Financial Environments Legal Environments Investment
Horizon.
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Market—to—-book 3293 0.517 0. 488 0.244 0. 067 1. 705
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Firm Age 3293 12. 540 12. 000 4.774 0. 000 32. 000
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Finance 9.023 8.920 9. 825 10.070 | —14.431™ | -12.749™
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R (1) PR (2) PR (3)

RE T {H
Family Firm 0.022" | 3.44 0.018™ | 2.62 0.012" 1.80
Law 0. 002" 2.55
Family Firm*Law -0. 004" -2.29
Finance 0. 004™ 2.12
Family -0.007" | -1.83
Firm*Finance
Outside 0.030™ | 4.36
Blockholder
Firm Size -0. 005 -1.32 -0.005 | -1.30 -0. 004 -1.12
Profitability -0. 147™ | -2.89 -0.150™ | —2.94 -0.163™ | -3.21
Market—to—book -0.083™ | —4. 46 -0.086™ | —4.58 -0.088™ | —4.73
Leverage -0.839™ | -14.61 -0.829™ | -14.38 | —0.811™ | -14. 14
Tangible Asset 0.149" | 2.12 0.146™ | 2.08 0.161" 2.30
Firm Age -0.002™ | -3.09 -0.002™ | -3.34 -0.002™ | -3.03
ORI 0.959™ | 10.15 0.921™ | 9.60 0.901™ | 9.51
Year WEAL|
Industry WEAL|
N 3293 3293 3293
F 0.134 0.136 0.142
Ly 0.128 0.129 0.136
F 22.917™ 21.373™ 21.662™

e T R G BB A 1%, 5%, 10%.
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Management 5 Excess Control P54~ g0 AE 5 DL A AN [RI R B e il vy s g o FLAARHL, #5147
TESE PR BN B KR A 5 w8 HIBN, WA Family Management=1, 750 Family
Management=0; # 5 G4 I A48 FH T RO s AL CRPILHHIRGE T T4 EAD |
IMAAE Excess Control=1, 75] Excess Control=0, HAA )[R0 47 45 26 6 Fian.

% 6 TLUEH: (1) Family Management %] Investment Horizon £77E &3 1F [ 540,
KR FIE A S5 i B OREA, LR T B2 K T A B RIR K G A 2 54 BT
FEA, XA KGR 01 2 545 P A B T BRI AR AP 28 BN 2 TR] B AR B rh 5, AT 42
B A AT KRR = (2) Excess Control % Investment Horizon ££4F i3



Gt BIAR B AR RIBOI S AL (10 S5 A, A7AE ISR ML) i b A3 B AL 3T B 0
R AR A IR BB s AL BOR T 5K i A m BT KRS R, XS IR gAE
(2014) (R BL—2. MATABL, AP RIBOI SIS , SBRIBEAR 2 53t e+ A
GHERIBGALAR 5 A NBE AR R, AR EA TR BN S KB

%6 FIGEAETRFAE S SR ARV AR AT 1 5

B (4) B (5)

£ T1H £ 1 T1H
Family Management 0.027" 2.43
Excess Control -0.016™ -2.92
Outside Blockholder 0. 026" 2.85 0. 026" 2.86
Firm Size -0. 001 -0.12 0 -0. 04
Profitability -0. 359™ -4. 63 -0. 358™ -4. 62
Market—to—book -0. 148™ -5.91 -0. 144™ -5.78
Leverage -0. 752" -10. 83 -0. 752" -10. 84
Tangible Asset 0.115 1.23 0. 101 1.09
Firm Age -0. 001 -1.33 -0. 001 -1. 17
RO 0. 848™ 4.38 0. 854" 4.42
Year WL
Industry WEALH
N 2207 2207
Vg 0.131 0.132
ik Y 0. 122 0. 123
F 14. 271" 14. 401"

He (DT TREG BFMEACEAN 1%, 5%, 10%;  (2) XA T HIF R BEAFRREEK
TP, SO T I REA (N=2207) .

(m9) AEHEAR
PMESR T 500 BT A/ IWEFT, 228 THE PN i 2 w0 o RN, (8 T A
[ AP b e o 2% RS 2 FRFE LT o m BB S, AT 2B AR 20% 0 AR 2RI LE A1)

VE R FIWThRUE, FB e X T KA (Family Firm) , JEEFEHMT T 2000505007, 455
VAT R WA

I, w5t

(=) #rs#

A 2009-2012 4 1821 KX M BT A w Bcdii, A MRS T SO0 e 28w B st AL
(RIREM, LK — 52 1 DR A S A0 SRR 5 1) 2t T A AR 083 AT Y 17 DA N 4 i
(L FHER GBI LT AR AL, SRR LT A w3 E e E R8st (2)
G A R BE R T AFAERACAE T, B A lb T bt X0 <R R 5 R A 58 B n 58 3 1
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FHIET FIRM G N B 20 B 7 AR R TR Y TR AN st L ) A £ D) 2 ¢
DRI A DS o

(=) BRI

B2 DRI, ASCWDTIR B2 LN N LA 3B—, F5% THRE B AR RAT 5T
AR SCHR o LA X — 403 1) 1B P SCHRTEIF ST i A W) B84 T g i 2 B0 B 3 BT i 2 1) 5
R A ) CRAARSR I B A R T D) (MR RN ER, 2014 FECERSE,
2012) , SN IELERIFFUA F]$5 08 A8 T R I ) () W L s 2R, R TR
TG BT B ST AR SOk, A R P I A0k P SRk 32 A D g (e (e R
S, 2011; EEIBESE, 20100 . FERRATOH (WREERRSE, 2012; MVEESE, 2013) o R
H BRI B, 2005; BREHE%, 2012) « BB GUEEHEAIS KIT, 2010 LK IPO
T CRITIESE, 2014) SEMEEATHIST, ARSI FE SO #2024 w] 308 0T (1) 5 0
B, WALRIAE T Kappes and Schmid (2013) [I#F5%. Kappes and Schmid (2013) 4k
8T FEIA B AN B BT IR 52, (A A BT HE— 2D X — S 2 15 52 B A
AbTHIBERR IR e, A SO R AR TIX—2% o

() BRET

T ERAIEE e, W DAS RN EOR: (D AR M AR R e, BRI
AIWTFUHR SR AT REAFAEREIEAT 0 551 2 F 24N (Young et al., 2008) , {HfE [FIX
FERRT LGRS T, SRR I B st B Il Ak (ke SR pti iyl
FREEI PRI T o AELEIEDLE . FRATNFE M FER RS R AN I ACEE T, 7893
RAEFCH TN RAGTESS Wt A E K G sk g (20 FRIE IR
JEEPRIEE X B 5% Ao\ 1) 7 16 A A TR R A S 4 1 P RE (DU 1E 3 BEAS 56 35 IS (1 — Pk
ARHLA, DRI R BURF BEE— 2 58 38 25 30 E 2 DS Al A K $5 B8 WL S (1 5 A AR R 52
Frs (3D ZFeor IEMA RIS SO0 AV AE B SRR B D5 T (R 2253, — I T A S8l X M
PIRRINS 5 BT w B, 5 Tt 2% PR ) SO B e 2 A FH 2 TR I s AL A € s 3ot
A T AR 38 ) 2 ) St B DA 7 s D 5 DME 78 73 A SR A AR BB AL T )
PF

(W) RRERER

IR, AR AL, XA T AR5 . 58, BORisiiA
Ay ARSI T AR RO AN B ET IR I, BB IR P AL S BN R 24, EFHFEIE
FRAN AT HA AP AR IR, BT ZFEARBRE], AT H I — R, Akn] A
T [ R TSR — T A b i) s LU, AV VAR SRR B, AN
AT N2 FE ) il YA ) Rt S 2% (1, DRI AR ST 48 20022 TR ) A58 1 7 VT g
23 BRREAAN T ) AR DG, 30 30 75 A 30— T H s A 5 SR A i LADRAh ;s 28
=, RN SR ST, R AT ReAAAE 2 R R k. B, Gomez-Mejia
et al. (2007) Hiih b, WRAEITABGE NFEE R ZE S5, KGN AT LA Ay 505 52w 1 Al
(family-influenced firm) FIZ g HIT ik (family-controlled firm) , 385 jin 4 35 2
e AL AR T AT A — 20 T & SEE
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