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LEV; = B0+ BlLNFSiﬁ' BzLNFAiﬁ‘ B3ROAit+
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B8TRit+ B9NDTSit‘|‘ Cit (1)

00 .5 4 3 2 1 =1

.Cross-Section 1
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2000
. 510 623
LNFS LNFA 0475 %29.3 89
Multi-Collinearity ) ASE
VIF .(2000
2.062 LNFS  LNFA VIF ) Multi-Collinearity
1.362
.Multi-Collinearity (1)
LCge g dals ) A giaaa 1(1) Jyaad)
LNFS LNFA ROA FL TANG ¢VIB sdROA TR NDTS
LNFS Pearson Correlation 1
N 510
1 ek
LNFA Pearson Correlation 475 1
N 510 510
ROA Pearson Correlation -0.036 0.003 1
N 510 510 510
FL Pearson Correlation 0.049 0.042 .052%* 1
N 510 510 510 510
1 - k% - k3 - -
TANG Pearson Correlation .394 220 0.029 0.31 1
N 510 510 510 510 510
¢MB Pearson Correlation 216%* 125%* 201%* 136%* -.159%* 1
N 510 510 510 510 510 510
1 - 3k | - *
«dROA Pearson Correlation 242 0.04 .091 0.071 0.03 0.052 1
N 510 510 510 510 510 510 510
TR Pearson Correlation .104* 134%* -0.004 0.03 - 167%*% | 188** | - 123%* 1
N 510 510 510 510 510 510 510 510
NDTS Pearson Correlation -0.06 -0.03 -0.005 - 182%* | 295%* -0.032 -0.02 -.095* 1
N 510 510 510 510 510 510 510 510 510
** Correlation is significant at the 0.01 level (2-tailed).
*Correlation is significant at the 0.05 level (2-tailed).
Least-Squares ()
Dummy Variable Regression (D) (Auto-Correlation)
Durbin-Watson
(LNFS) 3 ) 1.194 (D)
(LEV)
Durbin-Watson Multi-Collinearity

.(Economic Significance)
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-2 - (-27.982)

TOT -4 - (%39.75)
Hovakimian (20.16) (15.58)
Al- Sakran (2001) et al. (2004) %33 —4 -
9%39.75 %83
(2)
Unstandardized Standardized

Model Coefficients Coefficients t Sig. Collinearity Statistics
B Std. Error Beta Tolerance VIF

1 (Constant) -27.982 13.6 -2.058 0.040

D2 -0.159 0.279 -3.107 0.031

D3 3.230 0.209 4.871 0.004
LNFS 7.238 0.597 0.444 12.115 0.000 0.485 2.062
LNFA 0.432 1.059 0.012 0.408 0.683 0.734 1.362
ROA -0.612 0.089 -0.186 -6.879 0.000 0.891 1.123
FL -8.624 0.155 -0.468 -11.194 0.000 0.563 1.007
TANG -9.029 0.289 -0.675 -12.498 0.000 0.558 1.061
gMB 0.372 0.738 0.014 0.504 0.615 0.844 1.184
sdROA -0.657 0.208 -0.088 -3.154 0.002 0.847 1.191
TR -5.207 11.766 -0.012 -0.443 0.658 0.864 1.157
NDTS -4.372 24.237 -0.005 -0.180 0.857 0.782 1.278

a. Dependent Variable: LEV
b. Dummy Variable: D2, D3

(LEV) (LNFA)

(3.83) (1.79)
(LNFA)
90.88
%39.75 %2.2
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:(3)
Model
1
0.822a
R Square 0.675
Adjusted R Square 0.668
Std. Error of the Estimate 17.729674
Change Statistics R Square Change 0.675
F Change 94
dfl 11
df2 498
Sig. F Change 0.00
Durbin-Watson 1.194

a. Predictors: (Constant), NDTS, ROA, LNFA, sdROA, TR, FL,
gMB, LNFS,TANG.

b. Dependent Variable: LEV.

(ROA) POT
(~1.96)
(16.36)
%11.21 (LEV)
%28
. POT
:(4)
Relationship Percentiles

Variable w./LEV N Mean Minimum Maximum 10% 90%
LEV 510 | 39.75 0.02 131.35 3.98 89.80
LNFS + 510 | 17.60 12.87 23.64 15.58 | 20.16
LNFA + 510 2.66 0.00 4.33 1.79 3.83
ROA - 510 4.93 -55.46 44.09 -1.96 16.36
FL - 510 0.46 0.00 1.00 0.10 0.78
TANG - 510 0.46 0.01 1.00 0.04 0.90
gMB + 510 1.67 0.11 11.49 0.65 3.03
sdROA - 510 2.31 0.00 49.05 0.05 6.24
TR - 510 0.07 -0.44 0.66 0.02 0.14
NDTS - 510 0.02 0.00 0.53 0.00 0.06
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TOT POT
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%0.88
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%39.75
. (FL)
(sdROA) %5.86
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%39.75
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8.624(FLsg) - 9.029(TANGgg) + 0.372(gMBsE)
—  0.657(sdROAgg) — 5207(TRsg) -
4.372(NDTSsg) + 17.729674 ... (5)
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+0.432(LNFAN) — 0.612(ROA ) — 8.624(FLyy)
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+17.729674 ...(6)
: L]-EVFI
. LEVge
: LEVN
67.5 R’ %41
% 40.0 %

.9%39.75
(TR) (TR)
(LEV)
%1.5
(NDTS)
(LEV)  (NDTS)
%0.26
%0.66
9%39.75
(3) (R%)
%67.5
%67.5
%67.5
3 )
3 2
LEVy = 27982 +  7.238(LNFSy)

+0.432(LNFAg)) — 0.612(ROA)) — 8.624(FLy) -
9.029(TANGp) + 0.372(gMBgy) -
0.657(sdROAg) — 5.207(TRgy) — 4.372(NDTSg))

+17.729674 ... (4)
LEVsg = -28.141 +  7.238(LNFSgp)
+0.432(LNFAsg) -  0.612(ROAsp)  —
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(Hall et al., 2004)
(Cassar and Holmes, 2003)
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Determinants of Capital Structure: Evidence from Jordan (2000 -2006)

Imad Z. Ramadan and Saleh K. Alokdeh

ABSTRACT
The aim of this study is to explore the determinants of the corporate capital structure in Jordan,
focusing on the period 2000-2006. We explore whether the decision of the firms concerning the
financial leverage is in conformity with the patterns proclaimed in previous studies. We analyze the
panel data of the Jordanian firms listed in ASE 100 Index to demonstrate the relationship of leverage
with: size, age, profitability, liquidity, tangibility, growth prospects, volatility, taxes and non-debt tax
shied. This study adopts a Least-Squares Dummy Variable Regression Model with nine independent
variables as possible determinants of capital structure of the Jordanian listed companies.
The study concluded a negative correlation with economic and statistical significance between the
capital structure of Jordanian companies and all of the company's profitability, liquidity, composition
of assets and risks in a significance level less than 0.000. The study also found that the relationship
between the capital structure of Jordanian companies and the firm’s size is a direct correlation with
economic and statistical significance at a level of significance less than 0.000.
The study did not provide any evidence of a relationship between capital structure and all of the
company's life, the expected growth of the company and the company's tax shield.
The findings come in line with the results of studies conducted in many developed countries about
the capital structure. The results of this study opposed the results of a study conducted by (Myers,
2001) and a study conducted by (Green, Murinde and Suppakitijarak, 2002) regarding the impact of
tax-shield on the capital structure. The results of this study differed from the results of a study
conducted by (Esperance et al., 2003) about the impact of the company's life on the capital structure.
The results also opposed the results of a study conducted by (Hall et al., 2004) and a study conducted
by (Cassar and Holmes, 2003) about the impact of the expected growth rate on the company's capital
structure.
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