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<Table 1> Characteristics of the data

Panel A. Total sample

(unit: billion won, rate)

variable n mean std max median min
capex 1,448 46 204 452.6 0.7 0.0
assets 1,448 539 125.0 1,336.3 19.0 1.1
cashflow 1,448 37 138 3171 0.9 47
grow(rate) 1,448 4.7 233 441.6 0.7 0.0
sales 1,448 53.1 1495 2,102.2 156 0.0
Panel B. Comparison between stand-alone firms and affiliates to business groups (unit: billion won, rate)
mean median
variable
institution individual tvalue institution individual Zvalue
capex 6.4 29 322 ™ 0.9 0.6 234 *
assets 86.4 251 959 275 15.8 1003 **
cashflow 6.1 1.6 617 ™ 11 0.9 1.82*
grow(rate) 44 4.9 -0.39 0.7 0.7 -071
sales 85.8 241 801 ™ 221 12.0 592
n 680 767 680 767

***+ *+ and * mean being significant at 1% level; 5% level, and 10% level, respectively
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4.2. SY7IY 7|GTC A&7 Zeo| U <Table 2>+ AFEFO] P42l A99 PAARE RoAFE
TP ok FAL 7198 2571919 599719 2ol BolE 5
folE BF Ao/l Qi o vekdth 2ag A
£ A AFRA AR WSS Al § AR RUHR ol 23 Sdel A193e
B FE 71| xo]Z Awm gl oA HGHEo] AFEE S714l mlell Fdx71el A zgel A7 9 A%l
ojul FAb HiEFAE dEEFe] gl Besh S5 A E}b FAE A BEE Aot
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<Table 2> Univariate comparison between stand-alone and affiliated firms (positive cash flows)
variable n mean tvalue std max median Zvalue min
FA 515 6.2 4.6 7625 04 0.0
log(FA) 515 -0.965 2.151 6.637 -0.864 -7.383
TQ 515 1550 1.683 14.618 1.147 0018
institution grow 515 -0.570 1.782 5916 -0.646 -5.381
ROA 515 0.065 0.087 0.439 0.049 -0.357
log(lev) 515 0614 0649 4430 0.431 -0.489
log(ass) 515 10.625 1.232 14.105 10.360 7.465
FA 607 23 65 75 05 0.0
og(FA) 607 -0.880 -067 2107 4.270 -0.629 -1.50 -7.446
TQ 607 1.650 -093 1.916 13.291 1.050 078 0.011
individual grow 607 -0.436 -1.29 1.676 4568 -0.533 078 -5.118
ROA 607 0.076 227 * 0.084 0472 0.060 293 * -0.398
log(lev) 607 0.363 716 * 0.524 3941 0.197 832~ -0.438
log(ass) 607 9.809 1389 * 0.699 13.524 9.679 9.76 * 7.000

*** ** and * mean being significant at 1% level; 5% level, and 10% level, respectively

TQY grow® FAH= 7199 &5 742 7 8kl o] <Table 2>9] @w5Fol 3l -9 th Atol,
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sto] Fhx71el 53171l A Al o B =8E I8 <Table 2>} <Table 3>0)4] Kol Ayl |
e Aoz yehdth vhd Bam)ge Jadw 24719 Aol A=A ek=th A AAISE o7 BFE, S 7F 7199
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<Table 3>& HFIFOl &5 499 4A%E HAE of" Ay} &A= o] Fo] F437| = gt
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N A= 7IHATE 257199 A9 243%, 17199 Jeto] <Table 4>°ll Ha3lqlch. WA <k duss mEAT
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ATE
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<Table 2>9} Hlugle w 7P Sold A2 log(FA)7F &9 & WFE grow, ROA, log(lev) 591 A& UERTH
FE AR AolE BAve ARdolth dusEol = g log(FA) ©]2le] WFE o= wnerﬂ log(ass) <t
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<Table 3> Univariate comparison

between stand-alone and affiliated firms (negative cash flows)

n mean tvalue std max median Zvalue min
FA 165 -66.8 564.4 0.0 0.8 -7109.2
log(FA) 165 0.772 0.714 3.609 0.601 0.010
o TQ 165 0.868 1.568 16.604 0.402 0.011
'”“S::‘ grow 165 0.136 1933 5.451 0.151 5.488
ROA 165 -0.074 0.115 0.164 -0.041 -0.457
log(lev) 165 0.442 0.712 4470 0.191 -0.353
log(ass) 165 10.030 0.844 12.624 10.019 8.304
FA 160 55 16.5 0.0 038 -146.7
log(FA) 160 0.572 2568 * 0.684 3.841 0.338 283 ™ 0.015
o TQ 160 0.991 -069 2147 16.269 0.342 -0.83 0.004
e grow 160 0322 084 2065 6091 0.159 005 4581
ROA 160 -0.047 246 0.076 0.183 -0.028 0H -0.255
log(lev) 160 0.099 516 > 0.453 2,958 -0.005 -6.37 -0.445
log(ass) 160 9.701 38 ™ 0.710 12424 9.626 327 ™ 7.498
** * and * mean being significant at 1% level; 5% level, and 10% level, respectively
<Table 4> Correlations
Panel A. positive cash flow
owner log(FA) TQ grow ROA log(lev)
log(FA) 0016
063
TQ 0.022 0.002
051 095
grow 0.026 0.130 0.072
044 <0007+ a.02
ROA 0.059 -0.221 0.279 -0.002
008" <0001+ <0001 095
log(lev) -0.189 -0.072 -0.091 -0.130 0.119
<0007 .02~ 0.00 <0007 <0001
log(ass) -0.408 0.022 -0.079 -0.082 0.050 0.207
<0007 0.469 0.008 0.006" 0.095] <0007

ltalic figures represent the probabilities for the estimated correlations are equal to zero; ***, ** and *

respectively

Panel B. negative cash flow

mean being significant at 1% level; 5% level, and 10% level,

owner log(FA) TQ grow ROA log(lev)
log(FA) -0.133
0.03*
TQ -0.076 -0.065
022 024
grow 0.066 0.138 0.003
029 0.01 095
ROA 0.146 -0.161 -0.011 -0.005
a.02+ 0.00 084 092
log(lev) -0.262 0.058 -0.067 -0.067 -0.129
<0007+ 030 023 023 0.02+
log(ass) -0.183 0.467 -0.149 0.015 0.301 0.134
0.003* <0007 0.007 0.781 <0001 0.016™

ltalic figures represent the probabilities for the estimated correlations are equal to zero; ***, ** and * mean being significant at 1% level; 5% level, and 10% level,

respectively

=, G0l oA W 719 2571 (owner #ol 0)°]
=719l Hlal oAzl v 3

7199 TR} logFA)St Fow]st
owner?} log(FA)ZFY] Aa3A+=
BHiE Jg& AAsa
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<Table 5> The variables affecting log(FA) (Positive cash flows)

Model1 Model2 Model3 Model4 Model5
C -2.148 -2.489 -2.468 -2.273 2127
268 ™ -301 ™ -3.00 * 284 = 266 ™
ROA -6.039 -6.569 -6.074
-8.06 -843 * 813
TQ 0.002 0.097
005 242 *
grow 0.103 0.109
249 ~ 270 >
log(lev) -0.145 -0.228 -0.190 -0.107 -0.103
-1.31 -1.99 > -1.66 * -095 092
log(ass) 0.115 0.111 0.117 0.128 0.121
1.84 * 1.72* 1.82* 204 > 1.95 *
industry yes yes yes yes yes
year yes yes yes yes yes
Obs. Used 1122 1122 1122 1122 1122
adj. ASq 0.15 0.10 0.10 0.16 0.16

**+ ** and * mean being significant at 1% level; 5% level, and 10% level, respectively

ltalic figures are t-values

<Table 5>& ¢k AFT 2o thal logFAS EE5WSTE 8f
of Agst 3|AEA AHE HolFa gtk HWA Modellel

ROAS ¥8AM7A 2 A3, A7t 59 #h& 7HHA vl
Fe14Ql Zloz HeERstth ROA7) 9] AFats Hols o]

log(FA)7} W3l HE-S ROA7} S48t ddolt). Model2
9} Model3e 4= ROAE Al9leta x99 A4S et
LHL—_ TQQ]_ grow% 71—71— 7Htﬂx4 oz _‘lj_‘j ];q E @‘V]_ TQV_
Hlfro Aoyt grows #94< ﬁoi LFEbETE E$F ROA

o . o 7b mdoll A Alglgel weh mEle] e 15%A 10%E
5, logFA)el tha ROAS] ¢Jdto] W] =049 AEEA wolgt) ShH 7)|2Ael EAMEE logllev)S)h loglass)s E
Rub= 37 s o] AxRA gt e etk S, = maloA oA o|glth
M AFE whel ol A HFFEFY AVl uwet
<Table 6> The variables affecting log(FA) (Negative cash flows)
Model1 Model2 Model3 Model4 Model5
C -4.928 -3.731 -3.654 -4.924 -4.798
845 ™ -6.43 ™ 642 ™ -8.39 ™ -8.36 ™
ROA -2.526 -2.522 -2.455
581 -b.74 -b.74
TQ 0.017 -0.001
-0.82 -007
grow 0.065 0.060
340 = 329 ™
log(lev) -0.089 -0.049 -0.033 -0.090 -0.080
-1.46 -075 -0.53 -1.46 -1.34
log(ass) 0.512 0419 0.420 0.512 0.508
10.78 ** 881 901 = 10.70 = 10.88
industry yes yes yes yes yes
year yes yes yes yes yes
Obs. Used 326 326 326 326 326
adj. #Sq 0.35 0.27 0.30 0.35 0.37

** ** and * mean being significant at 1% level; 5% level, and 10% level, respectively

ltalic figures are t-values

9o Azfe] ©Asle] ROAZ L= Ho| logFA)S A
Wal=d sty sk, Moel42l Model5oll A+ ROAE
EGA 1717 TQSt grow™= 77} Hol AFEAS s HSith
ROAZ ¥8AA logFA)Y IS EATS vl gows
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BE TQE R9ME el ATE 12U ol gows
WA B AT AT TQ2 AR videl JAAE
A2l 7 MeE 48
o]} <ol
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<Table 7> The effect on log(FA) of firm types

Panel A. Positive Cash Flows Panel B. Negative Cash Flows
Model1 Model2 Model3 Model4
C -2.906 -2.742 -4.987 -4.794
-338 -319 = 813 -7.97
owner 0.279 0.271 0.029 -0.002
1.99 * 1.93 * 037 -0.03 ™
ROA -6.798 -6.295 -2.549 -2.456
-8.64 -8.34 570 -5.64
TQ 0.097 -0.001
242 -007
grow 0.107 0.060
266 ™ 326 ™
log(lev) -0.074 -0.073 -0.084 -0.081
-0.66 -064 -1.30 -1.30
log(ass) 0.176 0.168 0.516 0.508
263 ™ 262 * 1043 = 10.50 **
industry yes yes yes yes
year yes yes yes yes
Obs. Used 1122 1122 325 325
adji- ASq 0.16 0.16 0.34 0.37
*** ** and * mean being significant at 1% level; 5% level, and 10% level, respectively
ltalic figures are t-values
Panel A= ¥ AuSES AHEIS W £4d et | o] A= H]7Ide] VYT A&VIdRT e)telA A
A vl G9s TR SAsHA= W Modell) 71945 & U& &olapd 2EaleS Stk ofs dwkAel 7Y
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The the Effect on External Financing of Ownership
Type in Case of Early-Stage Firms

Kang, Won*

Abstract

This study examines whether successful stand-alone firms have more difficulties than the successful firms affiliated to business groups
in external financing. The easiness of external financing is measured by investment-cashflow multiple. Controlling the effects on the
multiple of the past business performances and the expectation of future business performances, we investigate how the ownership type
affects the multiple. The empirical results show that, when cashflows are positive, the stand-alone firms exhibit higher
investment-cashflow mupltiples. When cashflows are negative, however, the opposite is true, even though the statistical significance of the
result is rather low. These results do not support the general idea that stand-alone firms must have more disadvantage than subsidiary
firms in raising funds from outside. If member firms of business groups have no big trouble financing externally, then the above results
imply that stand-alone firms do not either identify external financing as a major difficulty in running business. Thus, if the government
seeks to formulate the selective policies supporting only the promising start-ups, instead of the general policies benefiting random

start-ups, then the start-up financing policy should have a lower priority.

Keywords: Early-Stage SME, investment-cashflow multiple, external financing

* Assistant Professor, School of Business, Sejong University, kangwon@sejong.ac.kr

HAZAAT M102 6 (SA422) 57





