Journal of University of Shanghai for Science and Technology ISSN: 1007-6735

The Influence of Level Capital Structure on Firm Performance:

An Empirical Study of Non-Financial Listed Firms in Jordan

D.O.I - 10.51201/Jusst12563

http://doi.org/10.51201/Jusst12563

Marwan M. K. Mansour®?t, Mohammed W.A. Salehz, Ahmad Y.M. Alodat?, Ahmad
Zaid* Laith F.Alshouha®

1Faculty of Business, Economics and Social Development, Universiti Malaysia Terengganu,
(*Corresponding Author).
2 Department of Accounting Information System,Business and Economic College, Palestine Technical
University-Kadoorie
3sFaculty of Business, Economics and Social Development, Universiti Malaysia Terengganu
“Industrial Management Department, Business and Economic College, Palestine Technical

University-Kadoorie, Tulkarm, Palestine

Abstract. The article intends to explore the role of the capital structure (C.S) in the firm financial
performance of 84 non-financial firms listed in the Amman stock exchange (ASE) during the period
2012-2018. The explained variable was market share as a novel proxy for operational performance.
The explanatory variable is the total debt to total assets, while the as firm size, firm age, and sales
growth were taken as control variables.This article provides a new viable evidence on the operational
performance effects of C.S decisions using panel data of Jordanian listed firms.Using a random-effect
regression method to analyse balanced panel data, based on the Hausman test statistics. This article
found that the ratio of total debt to total assets has a positive and significant relationship with the
market share of non-financial listed firms in Jordan.The outcome is consistent with most studies
conducted in developed countries.This result indicates that Jordanian listed firms should be
optimizing their C.S to distinguish themselves in the market.While the relationship is positive and
significant between firm size and sales growth as control variables with a market share, unlike the
earlier studies, the current article surprisingly establishes that firm age is not meaningfully
contributing to non-financial Jordanian sector performance.In the Jordanian case, this article suggests
that the operational performance of firms depends more on debt as their main corporate financing
option.
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1. Introduction

The C.S choice of a business represents a combination of the sources (equity and debt) through which
it is financed which are undoubtedly one of the firm’s key challenges (Bajaj et al., 2020). Thus, this
choice is one of the first significant decisions of a firm as well as among scholars in the finance field
due to its link with the reward and risk (Ullah et al., 2020). C.S and its impact on firm performance is
an essential issue in the finance field and thus there are a number of theories explaining this
association such asModigliani—miller theory trade-off theory, pecking order theory and agency
theory(Mansour et al., 2018).According to Jensen and Meckling (1976), the amount of debt in a firms
C.S has an influence on agency conflicts between managers and shareholders by compelling or bush
the managers to take more action at the interest of shareholders, which means that the level of debt in
C.S influence firm performance.

This argument regarding possibility of C.S effects on firm performance has fuelled many researchers
to conduct many studies that intent to investigate the relationship between corporate C.S and firms’
performance, especially in advanced markets,however, these studies yield contradictory and mixed
results(Ullah et al., 2020). While a positive relationship between C.S level and the firm performance
had been reported such as Berger and Di Patti (2006), Grossman and Hart (1982), Roden and
Lewellen (1995), Taub (1975), and Williams (1987).The findings of those studies are consistent with
agency theory and the theoretical predictions initially suggested by Jensen and Meckling (1976).In
contrast, other studies had been reported a negative relationship between them like Fosu et al. (2016),
Pratheepkanth (2011), Rao et al. (2007).However, some studies reported no relationship between
them, such as the study of Cuong and Canh (2012), andEl-Sayed Ebaid (2009).The difference in the
findings might be attributed also to the differences in the sample size, sector, period covered, or the
difference in the performance measure used (Hassan &Halbouni, 2013).

In addition, practical evidence recently shows different and contradictory outcomes and indicates that
this association depends meaningfully on the specific circumstances Thus, based on the above
discussion, the C.S is considered to be critical in determining firm performanceregardless of the
prevailing theories.Many studied had been investigating the performance implications of C.S choices
in advanced markets like the USA, very little is theoretically and empirically known about such
implications in less developed countries such as Jordan(Mansour et al., 2018).Unlike developed
countries, the capital market in developing countries is incomplete and less efficient as well as suffers
from a higher level of information asymmetry (El-Sayed Ebaid, 2009;Saleh, Shurafa, Shukeri,
Nour&Maigosh, 2020).

Thus, this environment of the market may cause financing decisions to be incomplete and subject to a
considerable degree of irregularity. It is, therefore, necessary to study the validity of C.S impact on a
firm’s performance in Jordan as an example of emerging economieswhich have a lack of development
of the debt market and the high cost of borrowing.Therefore this article contributes to the theoretical
perspective by providing an insight into the link between C.S and firm performance in an under-
developed financial system.

Performance reflects the ability of firms to manage available resources to achieve a competitive
advantage, and good performance represents the efficiency of management in dealing with investment
and financing decisions. This also will have a lot of attention about the C.S choices and what
performance indicators can efficiently reflect firm performance in its relationship with the level of
capital structure.

The purpose of this article is to empirically inspect the relationship between C.S level and financial
performance of firms listed on the ASE during the period 2012-2018, a unique measurement of firm
performance was inspired by using market share as an operational performance measure.Market share
has been selected as a proxy to signify firm performance but not in the field of the capital structure.
The paper revealed several findings: first, there is a positive significant influence of C.S on financial
performance measured by market share. These results may indicate, in general terms, that corporate
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financial decisions has an impact on the non-financial firms' performance in Jordan. Second,while the
relationship is positive and significant between firm size and sales growth as control variables with a
market share,unlike the earlier studies, the current article surprisingly establishes that firm age is not
meaningfully contributing to non-financial Jordanian sector performance (market share).

The rest of this article is organized as follows: the following section gives a summary review of the
related literature. The subsequent section designates the research method. The following section
presents the analysis and outcomes of empirical work.

2. Review of literature

Many studies (e.g. El-Sayed Ebaid, 2009; Hussainey & Aljifri, 2012; Saleh, Abdul Latif, & Abu
Bakar, 2018) state that investigation of the association between corporate C.S (corporate financial
decisions) and a firm’s performance is very imperative for several reasons. One of the underlying
reasons is that average firms' debt level has increased noticeably over the last periods, requiring a
justification of the impact of corporate financial decisions such as build the optimal C.S on firm’s
performance, so that suitable debt level decisions may be made in the firm. The other reason and most
important for investigating the nexus between C.S and firm’s performance is to study the relationship
between debt level and shareholders wealth, due to the maximization of shareholders wealth is
considered the ultimate goal of modern corporate finance.Nevertheless, practical results remain
unclear whether the debt is good or bad.Thus, C.S management encompasses the selection of debt and
equity levels in a manner that will maximize shareholders' wealth.There are various theories that have
evolved throughout the past 6 decades in modern corporate finance (Ullah et al., 2020), that
demonstrate how firms can build the optimal “capital structure”, which progresses the firm's
performance by selecting the best mixture of equity and debt financing (Hussainey & Aljifri, 2012),
these theories developed to unravel the C.S puzzle.

Debate on the important subject of C.S has been dynamic in the literature since the publication of
Modigliani and Miller’s (1958) seminal paper, which proposed that under very restrictive assumptions
that do not hold in the real world, corporate C.S is irrelevant in decisive firm performance and value.
Thus, when these assumptions are relaxed then the choice of C.S (debt-equity) turns into a significant
factor in determining firms’ performance and value. For example, by removing the assumption of
taxes, Modigliani and Miller (1963) suggested that firms could use a maximum level of debt in their
C.S to gets the advantage include tax-deductible interest payments of the firm.

Accordingly, logically, a maximum level of debt in the best mixture of C.S has apositive influence on
firm performance.In this regard, Berger and di Patti (2006), indicates that a higher debt ratio is
associated with higher firm performance as represented by profit efficiency by using data on the US
banking industry. Many of the studies such as Grossman and Hart (1982), Kyereboah-Coleman,
(2007), Roden and Lewellen (1995), Taub (1975), and Williams (1987), emphasize that C.S reduces
agency costs, boosts firm outcomes, and improves firm efficiency and performance. In the same
context, Gill et al. (2011) demonstrated that a significant positive association exists between C.S
measures and return on equity of 272 American service and manufacturing firms listed on the New
York Stock Exchange during the period from 2005 — 2007.Similarly, Margaritis and Psillaki (2010)
found a significant progressive relationship between the C.S and performance of the French
manufacturing firms during the period from 2002 to 2005. Similar findings have been reported in
New Zealand (Margaritis & Psillaki, 2007, 2010). These results are linked with agency theory
postulated by the Jensen and Meckling (1976). Accordingly, a positive relationship might be
anticipated between C.S level and firm’s performance through lessen the agency problems among
managers and shareholders, which in turn boosts the performance of the firms.

Contrary to these studies, other studies had been informed of a negative relationship between them.
Fosu et al. (2016) assessed the determinants of firms' value using a big sample of UK firms, and the
practical outcomes suggest that C.S has an opposing effect on firm value as the ratio of the market
value of assets to book value of assets. Other empirical evidence from Turkey, Nassar (2016)
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examined the relationship between C.S and performance indicators of industrial firms listed on the
Istanbul Stock Exchange (ISE) during a period of 8 years from 2005-2012. He found a significant and
negative relationship between debt ratio and all accounting indicators of firms' performance.In
developing countries, Abor (2005), by applying correlations and regression analyses for the panel data
set in firms listed on the Ghana Stock Exchange (GSE) during the period from 1998 to 2002. He
found that the relationship between C.S measures and return on equity is significant and positive.The
relationship between C.S and firm performance was explored by Salim and Yadav (2012) in
Malaysia, and their conclusions report an adverse relationship between all firm performance
indicators and all C.S measures.

In the Jordanian context, Zeitun and Tian (2014) investigated the impact of C.S on firm performance
by using both accounting and market measures. The results showed that there is significantly negative
relationship between them at both measures, which indicates that agency matters already command a
higher level of debt in the C.S than it should be. Similarly, Soumadi and Hayajneh (2012) found a
statistically inverse relationship between C.S and performance of public Jordanian firms listed in ASE
for period (2001-2006). Their result might be attributed to Jordanian firms’ heavy reliance on
financing their borrowing operations, which could increase the risk of bankruptcy. Shubita and
Alsawalhah (2012) extend Abor (2005), and Gill et al., (2011) conclusions regarding the influence of
C.S on profitability by testing the effect of C.S on profitability of the industrial firms listed on ASE
during the period(2004-2009) and find significant negative relationship between debt and
profitability.

This is in contrast to previous study in the Jordanian context by Mahmoud Abu-Tapanjeh (2006) who
found that debt had a substantial positive influence on profitability. Other study by Taani (2014)
found empirical evidence about C.S and bank performance, the findings show that total debt has
positive significant impact on the performance of the Jordanian banks when it is measured by net
interest margin and net profit, while the relationship is insignificant when the banks performance is
measured by return on equity. Almajali et al. (2012) find that the leverage has a positive statistical
influence on the financial performance of insurance companies in Jordan. Khraiwesh and Khrawish
(2010) examined the impact of C.S on profitability of the industrial firms listed on ASE during the
period (2001-2005), and find that there are a significant negative association between financial
leverage ratio and profitability of the industrial firms. That means that Jordanian industrial firms are
heavily dependent on equity to finance their investments.

However, some studies reported no relationship between C.S and firms’ performance, such as the
study of Cuong and Canh (2012)which investigated the effect of an optimal C.S on Vietnam firm
value, and conclude that the association between optimal leverage and firm value has a nonlinear
relationship. Similarly, El-Sayed Ebaid (2009) investigated the influence of C.S choice on the
performance of non-financial Egyptian listed firms during the period (1997— 2005) by using
accounting-based performance measures (ROA, ROE, and gross profit margin). The results indicate
that the decision of C.S choice has little or no influence on Egyptian listed firms' performance.

The difference in the findings might be attributed also to the differences in the sample size, sector,
period covered,econometric techniques, or the difference in the performance measure used. In
summary, empirical studies concerning the relationship between corporate C.S and a firm’s
performance in developed countries provided mixed and conflicting evidence, on the other hand, there
are a few studies that empirically examine this association in a less developed nation. The present
article extends the literature on the influence of C.S on firm’s performance by empirically examining
the connection between C.S and firm’s performance in Jordan.

In fact, Jordan is a unique case for two reasons, first, despite the fact that Jordan has efficaciously
walked down the path towards a free-market economy, the managerial decision making may quiet be
controlled by the old school of government support to economic entities which could explain the high
level of debt in the C.S of Jordanian firms, mainly, those firms that were owned by the public sector
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and become owned private sector whether partially or fully as a consequence of the privatization
program adopted by the Jordanian government by the mid of 19th century (Haddad et al., 2017).
Second, the Jordanian capital market as a developing country is considered less efficient and
incomplete and still suffers from a higher level of information asymmetry than capital markets in
advanced countries (Tariq & Abbas, 2013). Moreover, the Jordanian capital market is considered still
now an equity market (ASE, 2014), so, the debt market structure is still not mature yet. This
environment of the capital market may lead to corporate financing decisions to be imperfect and
subject to a large degree of irregularity. It is important, hence, to investigate the validity of a C.S
decisions firm’s performance nexus in the Jordanian context under these unique institutional
characteristics of economic settings.

H1. There is a significant positive relationship between capital structure on firm performance

3. Research method

3.1 Sample and data

Given the thinness of the Jordanian capital market, this article uses all publicly traded firms on the
ASE during the period of 2012-2018.Securities Depository Center (SDC) is a database agency that
keeps records of financial statements and market data of all Jordanian firms that are listed on the
Jordanian stock exchange, and that are subject to the regulations by the Jordan Securities Commission
(JSC) in Jordan.Listed firms were then screened against several factors; the financial firm's sector was
deleted from the sample due to the significant variation in the regulatory framework from that of non-
financial sector firms and because their C.S cannot be explained in the same way as for non-financial
firms, and remaining firms were then tested for the availability of financial data during the test period
(2012-2018).This screening yielded a final sample of 84 firms.

3.2 Variables measurement

3.2.1 Performance.Literature uses a number of dissimilar measures of a firm’s performance, such as
accounting-based measures which are highly sensitive to the variation between methods of accounting
revenue as well as these measures exposures usually to accounting manipulations (Alabdullah, 2018).
In addition, the problem with depending on market-based measures also is that developing countries'
stock markets such as Jordan are usually inefficient (Tariq & Abbas, 2013). Thus, results based on
such market measures can be specious and questionable.Consequently, this article depends on novel
operational performance measures, which is market share as a conceptualization of organizational
performance as suggested by Murphy, Trailer, & Hill, (1996), to estimate firm financial performance
in its relationship with the C.S in the Jordanian context, where no previous study has tested C.S in
such a relationship.

3.2.2 Capital structure.Similar to prior research (e.g. Saleh, Latif, Bakar, & Maigoshi, 2020; Sheikh
and Wang, 2012, and Zeitun, 2014) CS as a key explanatory variable was measured in the current
study by a ratio of total debt to total assets.

3.2.3 Control variable.Previous literature indicates that there are standard control variables that can

influence firm performance such as firm size, firm age, and sales growth, thus we include it in the
study models.Definitions of all these variables are listed in Table 1.

3.3 Model
The relationship between C.S and operational performance of Jordanian non-financial listed firms was
examined by the following regression model:

M.SHARE = §, + 8 C.S+ f8: FSIZE + f8s FAGE + B SGROW + B Year + €,
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Where: i represents firm (1-84), t time period (2012-2018), M.SHARE is Market Sharewhich is an
indicator of the firm’s performanceC.S is capital structure, FSZ is firm size, FAGE is firm age, SAGR
is sales growth.

Table 1:Operational Measurement of Variables

Variables Acronym Operationalisation Source

Dependent Variable:

Market Share M.SHARE Market share is ratio as _net sales divided Filtered
by the total sales of the industry

Independent Variables:
Capital Structure C.S Total Debt / Total Assets ASE

Control Variables:
Measured as the natural logarithm of total ~ Firms' annual

Firm size FSz
assets. reports
Measured as the ratio of current year’s Firms' annual
Sales growth SAGR sales minus previous year’s sales, divided  reports

by previous year’s sales.
Measured by the natural logarithm of the Firms' annual
Firm age FAGE total number of years since a firm was reports
established,as of the year of data collection
Year is a dummy variable to check the
YearDummy YEAR time effect for year 2012, 2013, 2014, Filtered
2015, 2016, 2017, and 2018.

4. Descriptive Statistics Correlation of variables

4.1 Descriptive statistics

This section clarifies the descriptive analysis of the study variables: explained and explanatory
variables for the 84 firms that belonging to the non-financial sector's firms listed at ASE by using the
common descriptive statistics such as mean, standard deviation, minimum, maximum. In addition to
the values for the skewness and kurtosis which illustrate the normal distribution of the sample.

Table 2 presents the descriptive statistics for operational performance measures which is market share
as a novel explained variable for the full period under study (2012-2018). Table 2 shows that the
market share of Jordanian non-financial firms ranged from zero to 62.6 percent, with an average
(standard deviation) of 17.3 percent (.188). Furthermore, Table 2 also presents the descriptive
statistics on the C.S as a main explanatory variable. The range of C.S was between 4 percent and
104.2 percent, with a standard deviation of .22. Thus, the mean C.S ratio was 34.5 percent. The
statistics in the current study show that some of Jordanian non-financial firms still rely heavily on
equity rather than debt, which is likely due to the lack of a debt market in Jordan (ASE, 2014).

In Table 2 the results also show that the values for the skewness and kurtosis measures that sample of

the current study is normally distributed due to they are in the reasonable range of normality for both
skewness and kurtosis measures as suggested by Gujarati (2014).
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TABLE 2: Descriptive Statisticsand Normality Test for the Sample

Variables* Obs. Mean Std. Dev.  Minimum Maximum  Skewness Kurtosis

Market

Share 588 173 .188 0 .626 1.656 3.10
CS 588 .345 22 .004 1.042 878 3.25
FSZ 588 17.30 1.44 13.06 21.3 278 3.94

SAGR 588 .0014 2 -.428 409 -12 2.95

FAGE 588 2.95 .69 .693 4.382 -2 2.63

Source: Authors' calculation. *All variables are defined in Table 1.

4.2 Correlation of variables

Pearson correlation matrix is considered one of the econometric tools that inspect the trend of the
correlation between variables. Thus, it is used to explore the strength of the relationship among
variables. It also displays the significance of the correlation between the variables of the study. In
addition, it provides an indication regarding the existence or absence of multicollinearity.

TABLE 3: Pearson Correlation Matrix and Multi-collinearity Test

Variable Market share C.S Firm size Sales growth Firm age

Market share 1.0000
cs (0%2010*0) 1.0000

. . . .
Firm size (00.650900) (09630600) 1.0000
Saesgrowth 0020000 g

ok *x * .

Firm age 26.1030213) (()6.10014) (09620600) (%2% 1.0000
VIFs - 1.15 1.24 1.09 1.12
Tolerance - 0.866 0.809 0.915 0.896

All variables are defined in Table 1.Correlation is significant at the * P < 0.01, ** P < 0.05, and *** P < 0.1 (2-tailed).VIF, variance
inflation factor for explanatory variables.

Table 3 shows the Pearson's correlation analysis for all continuous variables used in this article. None
of the correlations among explanatory variables in this article were found to have correlation
coefficients above 0.59. It is evident that there are no serious multicollinearity problems for the
regression analysis because the degree of correlation between the explanatory variables is less than
the benchmark of 0.7 as suggested by Gujarati (2014).

The article indicates a significant and positive correlation between capital structure (C.S) and
performance indicator (market share), with value C.S 0.21, at the 1 percent level, indicating that
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firms’ performance benefits from the level of capital structure. In addition, all control variables have a
significant and positive correlation with market share at the 1 and 5 percent level as illustrated in
Table 3.

Furthermore, we examined the multicollinearity by using the variance inflation factor (VIF) and
tolerance for explanatory variables as presented in Table 3 also. It reveals that all the values of
tolerance for the variables are more than 0.1 with the VIF values that are less than 10, as suggested by
Guijarati (2014).

5. Regression analysis and results

In the present article, to explore the direction of the relationship between predictors and predicted
variables, multivariate regression analysis for a framework of panel data was used to do so.A
regression model is a helpful tool that tells us whether the explanatory variables have an important
influence on the explained variable or not. In addition, it suggests the portion of the change in the
explained variables which is attributable to the explanatory variables.

TABLE 4:Results for the Relationship betweenC.S & Performance

Variables Market share
-1.43
Constant (-10.92%)
.056
Cs (2.36%%)
.088
FSZ (11.98%)
.022
FAGE (1.439)
.0206
SAGR (1.93%%%)
YearDummies Included
Wald chi? (10) 201.18
Prob > chi? 0.0000
R? (between) 0.35
Hausman Test results Random-effects
Observations 588
Number of groups 84

All variables are defined in Table 1.* P < 0.01, ** P <0.05, and *** P < 0.1, ¥ P-value insignificant. This table presents
coefficients (z -statistics).

To be able to test the key hypotheses in this article, the Random Effects models were established, in
which firm performance (expressed by M.SHARE) is the major dependent variable, capital structure
(expressed by C.S) is the main independent variable. The article also included different control
variables to rule out other possible explanations that have routinely been used in the literature, which
is firm size, sales growth, firm age and Year Dummy (expressed by FSZ, SAGR, FAGE and YEAR,
respectively).
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Table 4 shows the results obtained from the Random-effects estimator for market share model have
significant explanatory power. The R? (between) of the model is 35 percent and the Wald chi? (10)
value of 201.18 is significant at the 1 percent level or better. This indicates that this model is
statistically valid. The coefficient of determination of the model indicates that the explanatory
variables in this model explain 35 percent of the variation in the market share. The regression results
detect that the coefficient of capital structure level as a main explanatory factor is found to be positive
and significant in predicting the market share at (z = 2.36, P < 0.05), these in the predicted positive
direction, as revealed by the estimated coefficient.

A positive relationship between capital structure level and non-financial Jordanian firms performance
is congruent with agency theory suggests that firms could select higher debt-levels so as to lessen the
agency problems among managers and shareholders, which in turn boosts the performance of the
firms. Moreover, the findings of this article also are consistent with many studies such as Grossman
and Hart (1982), Kyereboah-Coleman, (2007), Roden and Lewellen (1995), Taub (1975), and
Williams (1987). On the other hand, a positive relationship between capital structure level and
performance of non-financial listed firms in Jordan as a developing country is incongruent with the
debt irrelevance theorem by Modigliani and Miller (1958), due to this theory based on restrictive
assumptions, hence, do not hold in the real world. In Jordanian contexts, the findings of this article
also are consistent with studies such as Almajali et al. (2012) for insurance firms, Taani (2014) for
Jordanian banks.

In terms of firm-specific control variables (firm size, firm age,and sales growth) enclosed in market
share model, Table 4 exhibits regression results concerning these variables.For the others (control
variables), FSZ (z = 11.98, P < 0.01) and SAGR (z = 1.93, P < 0.1) have a positive relationship with
market sharefor non-financial firms listed in ASEThe result of the current study is in complete
agreement with recent evidence (e.g. Alabdullah, 2018: Sheikh & Wang, 2013). The current article
also discovered that there is no impact of the control variables firm age on market share,unlike the
earlier studies, this article surprisingly founds that firm age is not meaningfully contributing to non-
financial Jordanian sector performance.

6. Conclusion and recommendation

The objective of this article is to explore the effect of C.S as one of the important corporate financial
decisions on firm performance using panel data of a sample of 84 non-financial firms listed on the
ASE Jordanian during 2012-2018. The panel econometric technique namely random effects were used
to do so, the current article found the following key issues:

1) Empirical results indicate that the measure of C.S (total debt to total assets ratio) is positively
related to market share in multivariate regression analysis.This supported the notion of agency
theory that firms could select higher debt-levels so as to lessen the agency problems among
managers and shareholders, which in turn boosts the performance of the firms.As the current
article implies that there is a positive and significant relationship between C.S and firms
performance.

2) In terms of firm-specific control variables, the current article also revealed that firm size and
sales growth have a positive impact on market share. Surprisingly, the last control variable
which is firm age does not meaningfully contribute to non-financial Jordanian sector
performance.

The contribution of the current article to the literature lies in its exploration of the relationship
between C.S and firm performance signified by market share. In doing so, the present article
contributes to the literature, via this link, by using novel and useful measurements.Consequently, this
article contributes to the field of C.S and firm performance by investigating the link between total
debt ratio and market share in one of the developing country, Jordan.In that, it should be noted that the
current article is the first of its kind to provide new insights into the relationship between these two
variables.
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Finally, this article has some significant policy implications for investors, lenders and financial
managers. For example, empirical results indicate that investors have to consider the firm’s debt level
before making investment decisions. Lenders have to carefully impose debt agreements considering
their effect on firm performance. Lastly, financial managers have to deliberate the influences of C.S
on firm performance before altering the debt levels.

Lastly, for future study in both developed and less developed countries, consideration must be taken
to explore the relationship between these variables (C.S and market share) to recognize the results
from different institutional contexts and from dissimilar levels of capital market development in
another environment.Furthermore, future studies should explore other explanatory variables in
addition to total debt ratios, such as short-term debt ratio and long-term debt ratio to validate the
results of this article.

References:

Journal Article

[1] Abor, J. (2005), "The effect of capital structure on profitability: an empirical analysis of listed
firms in  Ghana", Journal of Risk Finance, Vol. 6 No. 5, pp. 438-445.
https://doi.org/10.1108/15265940510633505.

[2] Ahmed Sheikh, N. and Wang, Z. (2013), "The impact of capital structure on performance: An
empirical study of non-financial listed firms in Pakistan", International Journal of Commerce and
Management, Vol. 23 No. 4, pp. 354-368.

[3] Alabdullah, T. T. Y. (2018). The relationship between ownership structure and firm financial
performance: Evidence from Jordan. Benchmarking: An International Journal, 25(1), 319-333.

[4] Almajali, A. Y., Alamro, S. A, & Al-Soub, Y. Z. (2012). Factors affecting the financial
performance of Jordanian insurance companies listed at Amman Stock Exchange. Journal of
Management Research, 4(2), 266.

[5] Bajaj, Y., Kashiramka, S. and Singh, S. (2020), "Application of capital structure theories: a
systematic review", Journal of Advances in Management Research, Vol. ahead-of-print No. ahead-of-
print. https://doi.org/10.1108/JAMR-01-2020-0017.

[6] Berger, A. N., & Di Patti, E. B. (2006). Capital structure and firm performance: A new approach
to testing agency theory and an application to the banking industry. Journal of Banking & Finance,
30(4), 1065-1102.

[7] Cuong, N. T., & Canh, N. T. (2012). The effect of capital structure on firm value for Vietnam’s
seafood processing enterprises. International Research Journal of Finance and Economics, 89, 221-
233.

[8] El-Sayed Ebaid, 1. (2009). The impact of capital-structure choice on firm performance: empirical
evidence from Egypt. The Journal of Risk Finance, 10(5), 477-487.

[9] Haddad, A. E., Haddad, A. E., Sbeiti, W. M., Sbeiti, W. M., Qasim, A., & Qasim, A. (2017).
Accounting legislation, corporate governance codes and disclosure in Jordan: a review. International
Journal of Law and Management, 59(1), 147-176.

[10] Gill, A., Biger, N., & Mathur, N. (2011). The effect of capital structure on profitability: Evidence
from the United States. International Journal of Management, 28(4), 3.

[11] Grossman, S. J., & Hart, O. D. (1982). Corporate financial structure and managerial incentives.
In The economics of information and uncertainty (pp. 107-140). University of Chicago Press.

Volume 23, Issue 1, January - 2021 Page-321



Journal of University of Shanghai for Science and Technology ISSN: 1007-6735

[12] Gujarati, D. (2014). Econometrics by example. Macmillan International Higher Education.

[13] Hussainey, K., & Aljifri, K. (2012). Corporate governance mechanisms and capital structure in
UAE. Journal of Applied Accounting Research, 13(2), 145-160.

[14] Fosu, S., Danso, A., Ahmad, W., & Coffie, W. (2016). Information asymmetry, leverage and firm
value: Do crisis and growth matter?. International Review of Financial Analysis, 46, 140-150.

[15] Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs
and ownership structure. Journal of financial economics, 3(4), 305-360.

[16] Kamal Hassan, M., & Saadi Halbouni, S. (2013). Corporate governance, economic turbulence
and financial performance of UAE listed firms. Studies in Economics and Finance, 30(2), 118-138.

[17] Khraiwesh, A. H. A., & Khrawish, H. A. (2010). The determinants of the capital structure:
evidence from Jordanian industrial companies. Journal of King Abdulaziz University: Economics and
Administration, 24(1), 173-198.

[18] Kyereboah-Coleman, A. (2007). The impact of capital structure on the performance Of
microfinance institutions. The Journal of Risk Finance.

[19] Mahmoud Abu-Tapanjeh, A. (2006). An empirical study of firm structure and profitability
relationship: The case of Jordan. Journal of Economic and Administrative Sciences, 22(1), 41-59.

[20] Margaritis, D., & Psillaki, M. (2007). Capital structure and firm efficiency. Journal of Business
Finance & Accounting, 34(9-10), 1447-1469.

[21] Margaritis, D., & Psillaki, M. (2010). Capital structure, equity ownership and firm performance.
Journal of Banking & Finance, 34(3), 621-632.

[22] Modigliani, F., & Miller, M. H. (1958). The cost of capital, corporation finance and the theory of
investment. The American economic review, 48(3), 261-297.

[23] Modigliani, F., & Miller, M. H. (1963). Corporate income taxes and the cost of capital: a
correction. The American economic review, 53(3), 433-443.

[24] Murphy, G. B., Trailer, J. W., & Hill, R. C. (1996). Measuring performance in entrepreneurship
research. Journal of business research, 36(1), 15-23.

[25] Nassar, S. (2016). The impact of capital structure on Financial Performance of the firms:
Evidence FromBorsa Istanbul. Journal of Business & Financial Affairs, 5(2).

[26] Pratheepkanth, P. (2011). Capital structure and financial performance: Evidence from selected
business companies in Colombo stock exchange Sri Lanka. Researchers World, 2(2), 171.

[27] Rao, N. V., Al-Yahyaee, K. H. M., & Syed, L. A. (2007). Capital structure and financial
performance: evidence from Oman. Indian Journal of Economics and Business, 6(1), 1.

[28] Roden, D., & Lewellen, W. (1995). Corporate Capital Structure Decisions: Evidence from
Leveraged Buyouts. Financial Management, 24(2), 76-87.

[29] Salim, M., & Yadav, R. (2012). Capital structure and firm performance: Evidence from
Malaysian listed companies. Procedia-Social and Behavioral Sciences, 65, 156-166.

[30] Saleh, M. W., Shurafa, R., Shukeri, S. N., Nour, A. I., &Maigosh, Z. S. (2020). The effect of board
multiple directorships and CEO characteristics on firm performance: evidence from Palestine.
Journal of Accounting in Emerging Economies. 10(4), 637-654, DOI 10.1108/JAEE-12-2019-0231

Volume 23, Issue 1, January - 2021 Page-322



Journal of University of Shanghai for Science and Technology ISSN: 1007-6735

[31] Saleh, M.W., Latif, R.A., Bakar, F.A. and Maigoshi, Z.S. (2020). The impact of multiple
directorships, board characteristics, and ownership on the performance of Palestinian listed
companies. International Journal of Accounting, Auditing and Performance Evaluation. 16(1), 63-80,
DOI 10.1504/1JAAPE.2020.106774.

[32] Saleh, M.W.A., Abdul Latif, R. and Abu Bakar, F. (2018). The role of CEO experience and CEO
multiple directorships in Palestinian firm performance: the moderating effect of political connection.
Journal of Advanced Research in Business and Management Studies. 10(1), 1-9, ISSN. 2462-1935

[33] Shubita, M. F., & Alsawalhah, J. M. (2012). The relationship between capital structure and
profitability. International Journal of Business and Social Science, 3(16).

[34] Soumadi, M. M., & Hayajneh, O. S. (2012). Capital structure and corporate performance
empirical study on the public Jordanian shareholdings firms listed in the Amman stock market.
European Scientific Journal, 8(22), 173-189.

[35] Taani, K. (2014). Capital structure effects on banking performance: A case study of Jordan.
International Journal of Economics, Finance and Management Sciences, 1(5), 227.

[36] Tariq, Y. B., & Abbas, Z. (2013). Compliance and multidimensional firm performance:
Evaluating the efficacy of rule-based code of corporate governance. Economic Modelling, 35, 565-
575.

[37] Taub, A. (1975). Determinants of the Firm's Capital Structure. The Review of Economics and
Statistics, 57(4), 410-416.

[38] Ullah, A., Pinglu, C., Ullah, S., Zaman, M., & Hashmi, S. H. (2020). The nexus between capital
structure, firm-specific factors, macroeconomic factors and financial performance in the textile sector
of Pakistan. Heliyon, 6(8), e04741.

[39] Williams, J. (1987). Perquisites, risk, and capital structure. The Journal of Finance, 42(1), 29-
48.

[40] Zeitun, R. (2014). Corporate governance, capital structure and corporate performance: evidence
from GCC countries. Review of Middle East Economics and Finance Rev. Middle East Econ. Fin.,
10(1), 75-96.

[41] Zeitun, Rami and Tian, Gary Gang, Capital Structure and Corporate Performance: Evidence
from Jordan (September 14, 2014). Australasian Accounting Business & Finance Journal,
Forthcoming. Available at SSRN: https://ssrn.com/abstract=2496174 or
http://dx.doi.org/10.2139/ssrn.2496174.

Conference Proceedings

[42]Mansour, M., Hashim, H. A., &Salleh, Z. (2018)A review of the influence of capital structure on
the relationship between corporate governance and firm performance, 5th International Conference
on Accounting, Business and Economics (ICABEC 2018), Malaysia Terengganu.

Volume 23, Issue 1, January - 2021 Page-323


http://dx.doi.org/10.2139/ssrn.2496174



