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Abstract

Comparison between static tradeoff theory and pecking order

theory

Park, Jung-Ju'

This paper is an empirical study for the listed manufacturing companies
in the Korea Stock Exchange during the sample period(2001-2010). The
research is based on the target adjustment model(Shyam-Sunder and
Myers(1999)) and the pecking order model(Frank and Goyal(2003)), and is
aimed at reflecting the critical viewpoint of Chirinko and Singha(2000).

An analysis in the model of Shyam-Sunder and Myers(1999) shows the
value is too low to support the pecking order model in view of the
following results. A target adjustment coefficient value is between 0 and
1, and is significant variable and explanatory power is very high, while
deficit-in—funds coefficients close to 0. In addition, the result of an
empirical test following the methodology used by Frank and Goyal(2003)
does not support the pecking order theory.

Key Words: Target Adjustment Model, Pecking Order Model,
Deficit-In-Funds
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