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Abstract : The purposes of this paper are to examine the impact of board characteristics and ownership
structure on debt, to verify the substitution effects among debts, insider ownership, institutional
ownership and dividends, and to discuss the differences in debt determination between business groups
and non-groups. We collected data from listed firms between 1995 and 2001. The 3SLS results
showed insignificant with all board characteristics and some ownership variables. It implies that (1)
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corporate governance couldn’t function effectively in Taiwan; (2) both insider and institutional
ownership had positive effects on debt, and vice versa. It was consistent with the management
entrenchment, conflict of interest and strategic alignment hypotheses. However, debt had monitoring
substitution effects for dividends. Business groups and non-groups differed in debt determinations
due to their different financing practices.
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