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Abstract The proportion of small and medium sized enterprises based on the number of corporations in China
is 99%, the number of employees is 80%, and the proportion of GDP is 60%. These facts show that small
and medium sized enterprises have an very significant effect on the economic growth of China. However, most
of the researches conducted so far have studied large corporations, thus, there are relatively insufficient
researches on the determinant of the capital structure of small and medium sized enterprises. Therefore, the
purpose of this paper is to confirm the factors that determine the capital structure of small and medium sized
enterprises in China. To achieve this purpose, we performed multiple regression method to 45 small and
medium sized manufacturing enterprises listed on the Shenzhen Stock Exchange of China. Results of this study
are as follows. First, the growth appeared to have a significant positive effect to the debt ratio in 1%
significance level. Second, the profitability appeared to have a significant negative effect to debt ratio in 1%
significance level. Third, the firm size appeared to have no effect on the debt ratio. Fourth, the secured value
and tax shield effect by non-debt appeared to have a weak positive effect on the debt ratio, however these
variables showed statistical insignificant.

Key Words : Small and Medium Sized Enterprise, Capital Structure, Debt Ratio, Growth, Profitability, Firm
Size, Secured Value, Tax Shield effect by Non-Debt
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[Table 4.1] Descriptive statistics of sample firm

minimum | maximum standard
value value average deviation
debt ratio 022393 752219 19144573 | 150736501
firm size | 254,956,995 |2,503,089,0834| 831,489,069 | 441,786,475
increasing
ratio of total| -.15863 91745 0928722 18425501
asset
ratio of
operaling |y ygor | 374589 | 13137856 | 120289670
margin to
sales
ratio of
non- current| 08367 497031 19360618 | 126428625
asset
tax shield
effect by | .0041268 93614 13209664 | 20462806
non-debt

IR COR I i
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P
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[Table 4.2] Pearson’ s correlation coefficient

v X, X, x, | x [ x

v 1
X | 181 1
X, | Bl0wer 085 1
X, | 65t | 26 | e | 1
X, 169 — 415 030 -009 1
X, 033 —327x -014 030 176 | 1

Y: debtratio

X, : firm size, X,:growth, X,:profitability, X, :secured value

X, : tax shield effect by non—debt
KK significant at 1% level, **. significant at 5% level
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4.3 OE=HES

[Table 4.3]1 Result of multiple regression analysis

depe.nder?t standardized
variable: . . t—walue p—uvalue
debt ratio coefficient
constant 198 35640 001
firm size -.005 -.039 969
growth 400 34535 001
profitability -49% ~4.081 k3 000
secured 132 1173 248
value
tax shield
effect by .103 0 363
non-debt
adjusted R* 601
F—wvalue 11,7573 000

k%D significant at 1% level, *%.
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