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ANALYSIS OF CAPITAL STRUCTURE

6.1 INTRODUCTION:

In the preceding chapter profile of all companies
in terms of various ratios is given, along with their
Averages and variations over a period of time for
companies and for a given year between the companies.
In the present chapter an attempt is made to identify
the relationships between various ratios and dependence
of particular ratio on other ratios or set of ratios.
Mainly an attempt is made to examine the dependence of
capital structure on asset structure, size and
profitability. As indicators of capital structure,
Debt-Equity' (D/E) ratio, Long-term Debt to Total
Assets? (LTD/TA) ratio, Total Debt to Total Assets’
(TD/TA) ratio and Total Equity to Total Assets® (TE/TA)

ratio are selected.

On survey of available literature it was found
that the studies are conducted, wherein, asset
structure and/or profitability and/or size is/are taken
as determinants of capital structure. As indicators of
assets structure GFA/TGA and NFA/TNA® are taken. This
indicates the proportion of Fixed Assets to Total
Asset,“'on gross and net basis respectively. As
indicators of profitability, OPI/TGA, PBT/TNA and
OPI/Sale® are taken, and as indicator of size Average
assets’ are taken. Selection of variables is based on
the available literature. While discussing the Pecking
order and Trade-off theory in Chapter III, the
determinants of <capital structure are discussed.
According to trade-off theory, "Companies with safe,

tangible assets and plenty of taxable income to shield
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ought to have high target ratios"®. On the other hand
"The Pecking Order explains why the more profitable
firms generally borrow less not because they have low
target rdebt~ratios, but because they don't need outside
money"’. Thus, whereas the Trade-off theory links the
capital structure to both profit and asset structure,
the Pecking Order theory 1links capital structure to
profit. Hence, various measures of profitabllity and
asset structure as stated in preceding para are
selected. Moreover the survey of 1literature also
revealed that size has the effect on capital structure.
Measure 1s available to indicate the size, viz, Average
size. For the purpose of the study Average of assets
over respective period 1is taken as an indicator of
size. To examine the effect of size, if any on capital
structure, size is also taken as one of the independent

variable.

Thus to examine the relationships if any between
the dependent variables, viz, D/E, LTD/TA, TD/TA, TE/TA
ratios and the independent variables, viz, GFA/TGA,
NFA/TNA, OPI/TGA, OPI/Sale, PBT/TNA ratios and Average
size regression analysis and correlations are used. The
chapter is divided into 3 sections.

Section - I examines the effect of independent
variables on dependent variables (indicating capital
structure), taking Average of 16 years (45 companies)
and 19 years (28 companies), both by running simple and
multiple regressions. .

Section =~ II carries out the above exercise on

year to year base.
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Section - III examines the effect, if any, of
reforms on the relationship, using dummy variables,

taking pre-reform and post reform era.

SECTION - I

Based on discussion in the foregoing para this
section tries to examine the effect of . independent

variables on the ratios indicating capital structure.

6.2 REGRESSION ANALYSIS FOR 45 COMPANIES WITH 16 YEARS

DATA: ’

To examine the existence of Pecking. order theory
or Trade-off theory or impact of other factors on
capital structure an attempt is made to examine the
relationship of debt~equity ratio with wvarious ratios
as discussed in the foregoing para the wvariables
selected are GFA/TGA, NFA/TNA, OPI/TGA, OPI/Sale,
PBT/TNA and Average size. To have an overall view, an
overall analysis is carried out for this pu%pose. The
Average of the ratio for a given company is taken over
a periéd of time, both for dependent and independent
variables. As discussed above, as indicator of capital
structure 4 dependent variables namely (1) Debt-Equity
Ratio, (2) Long-term Debt to Total Assets Ratio, (3)
Total Debt to Total Assets Ratio, and (4) Total Equity

to Total Assets ratio are selected.

1. DEBT-EQUITY RATIO:
A. SIMPLE REGRESSIONS:

Considering the D/E ratio to be a dependent
variable, 6 regressions are run individually on
variables mentioned above. The results of the

regressions are presented in Table VI.l1l. In Jayant for
i,
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the years 1981 (30.6.81) and 1982 {30.6.83) the net
worth figures are ~-3.45 lakhs and -41.07 lakhs. This
seems to be abnormal. No explanation is available for
decreasge in net worth. On account of this the D/E ratio
is negative, that too by higher tune, for 1982 and
1983. To nullify the effect of this observation while
running the regression data for Jayant are omitted.
Thus data are taken for 44 companies only. From the
Table it can be observed that for the regression of D/E
ratio on GFA/TGA, R? is found to be 0.0820, and the
coefficient is }ound to be -2.0276. The value of t*, -
1.937 indicates the significant negative effect of
GFA/TGA on debt-equity ratio at 5% level of
significance*. Similar observation is found while
running the regression of D/E ratio on NFA/TNA, where
R? is found to be 0.0486 and the coefficient is found
to be, 6 -1.6264. The value of t, -1.465 indicates the
significant negative effect of NFA/TNA on D/E ratio at
10% level of significance. Both above findings tend to
suggest that as GFA/TGA or NFA/TNA increases, D/E ratio
goes down. This finding does not support Trade-off
Theory. For the regression of D/E ratio on OPI/TGA, R?2
is found to be 0.0046 with the coefficient value of
0.0009., The value of t is 0.441. This indicates the
insignificant effect on OPI/TGA on D/E ratio. For the
regression of D/E ratio on OPI/Sale, R? is found to be
0.0966 with the coefficient value of -0.0537. The value
of t is -2.119. For the regression of D/E:' ratio on
PBT/TNA, R? is found to be considerably high 0.3199
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*teaw for 43 d.f. at 1%=2.418, at 5%=1.682, at 10%=1.302
teap for 42 d.f. at 1%=2.420, at 5%=1.683, at 10%=1.302
trap for 41 d.f. at 1%=2.421, at 5%=1.683, at 10%=1.303
teap for 40 d.f£. at 1%=2.423, at 5%=1.684, at 10%=1.303
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with the coefficient value of -0.1204. The value of t
is -4.445. Both these coefficients are found to be
negative and significant at 5% and 1% (respectively)
level of significance. This tends to suggest that as
OPI/Sale or PBT/TNA increases, D/E ratio decreases.
This supports pecking order theory according to, which
profitable companies need to borrow less. The findings
from the regression on Average size, R? is found to be
0.0344 and the coefficient is found to be -0.0000. The
value of t, ~1.223 indicates the insignificant effect
of Average size on D/E ratio. Thus out of, 6 variables
selected for the analysis, four variables, viz,
GFA/TGA, NFA/TNA, OPI/Sale, and PBT/TNA are found to

have negative significant impact on D/E ratio.

B. CORRELATIONS:

The Table VI.2 shows the correlation'matrix of D/E
ratio with other ratios and among themselves. The
correl;tion coefficient of D/E ratio with GFA/TGA is
-0.2864, with NFA/TNA is -0.2205, with OPI/TGA is
0.0678, with OPI/Sales is ~0.3107, with PBT/TNA is
~-0.5656 and with Average size is =0.1855. Thus five
correlations are negative. This indicates that as these
ratios increase, the D/E ratio decreases. The
correlation coefficient of GFA/TGA ratio with NFA/TNA
is 0.9233, with OPI/TGA is 0.0710, with OPI/Sale is
0.4334, with PBT/TNA is -0.2552 and with Average size
is 0.2418. The negative correlation between GFA/TGA and
PBT/TNA indicates that as GFA/TGA increases, PBT/TNA
decreases.

The correlation coefficient of NFA/TNA ratio with
OPI/TGA is 0.0005, with OPI/Sale 4is 0.5413, with
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PBT/TNA is 0.2700 and with Average size is- 0.2250. The
correl;tion~ of PBT/TNA is negative indicates that as
these ratio increase, NFA/TNA ratio decreases. Thus
relationships of both GFA/TGA and NFA/TNA with OPI/TGA
and PBT/TNA suggest that as proportion of fixed assets
in total assets (either on gross or net Dbase)
increases, profitability of company is affected in
negative manner.

The correlation coefficient of OPI/TGA ratio with
OPI/Sale is -0.1445, with PBT/TNA is -0.2190 and with
Average size ié 0.0050. The negative correlations of
OPI/Sale and PBT/TNA indicates that as this ratio
increases OPI/TGA ratic decreases, while the positive
correlations indicates that as Average size increases
OPI/TG%.increases.

The correlation coefficient of OPI/Sale ratio with
PBT/TNA is 0.2274 and with Average size is 0.2477. The
positive correlations indicate that "as these ratios
increase, the OPI/Sale ratio also increases.

The correlation coefficient of PBT/TNA with
Average size 1s ~-0.0199. The negative correlation
indicates that as Average size increases, PBT/TNA

decreases.

C. MULTIPLE REGRESSIONS:

In the foregoing para, for running the regression
only one variable is taken at a time. However, one may
also ‘take more than one variable simultaneously to
examine its simultaneous effect on dependent variable.
For this purpose multiple regression are run. Out of
total 6 independent wvariables, there are some waich
cannot be taken simultaneously. Hence 1if one 1is

selected other is to be dropped out e.g. GFA/TGA and
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NFA/TNA. Basically both ratios indicate the same thing,
the proportion of fixed assets to total assets; one is
on gross base and other on net base. Hence these two
ratios cannot be taken simultaneously. Similarly,
OPI/TGA and PBT/TNA basically explain the proportion of
profits to total assets one on gross base and the other
on net base. Considering these points these two
variables are kept exclusive with other similar
variables. Thus the groups selected for these multiple
regression are:

GFA/TGA and OPI/TGA,

GFA/TGA, OPI/TGA and Average size,

GFA/TGA, OPI/Sale and Average éize

GFA/TGA, OPI/TGA, OPI/Sale and Average size,

NFA/TNA and PBT/TNA,

NF@/TNA, PBT/TNA and Average size

NFA/TNA, OPI/Sale and Average size

NFA/TNA, PBT/TNA, OPI/Sale and Average size.

w N s W N

In addition to computation of R?, R? is also

computed because R? can be looked upon as a 'better'
estimate of model of goodness of fit. Unlike R2?, it does
not inevitably increase as the number of included
explanatory variable increases'®.

The results of these multiple regressions taking
D/E as dependent variable are presented in Table VI.3.
From the Table it can be observed that when the
regression is run of D/E ratio on GFA/TGA and OPI/TGA,

R? is found to be 0.0898 and R? is found to be 0.0454

‘indicaﬂing' thereby that out of total changes in D/E
ratio 4% changes are explained by change in GFA/TGA and
OPI/TGA and the coefficients are found to be -2.0721 and
0.0012 respectively. The t wvalue for GFA/TGA, ~1.959
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indicates the significant negative effect on D/E rafio
at 5% level of significance. The t value for OPI/TGA is
0.593. 'This indicates the insignificant iﬁpact on D/E
ratio. The F* wvalue is 2.023 and is insignificant. This
tends to suggest that the wvariations in the D/E ratio
are due to factors other than wvariables included ir the
model. The other variables are taken care of and
explanation follows in the latter pages.

When the regression 1is run of D/E ratio on

GFA/TGA, OPI/TGA and Average size, R? is found to be

%

0.1039, R2 is found to be 0.0637 and the coefficients

are found to be -1.8619, 0.0012 and -0.0000
respectively. The t value for GFA/TGA is -1.700. This
indicates the significant negative impact on D/E ratio
at 5% level of significance. The t value for OPI/TGA
0.580;‘indicates insignificant impact. The t wvalue for
Average size is -0.793, also indicates the
insignificant impact of Average size on D/E ratio. This
tends to suggest that as the proportion GFA/TGA
increases the D/E ratio reduces. The F value is 1.546
and is insignificant. This implies that the variations
in D/E ratio are due to factors other than variables
included in the model. The other variables are taken
care of in the following lines.

When the regression is run of D/E ratio on

GFA/TGA, OPI/Sale and Average size, R2? is found to. be

0.1325, R? 1is found to be 0.0674 and the coefficients

are found to Dbe -1.2157, -0.0369 and -0.0000
respectively. The t wvalue for GFA/TGA is -1.038, for

—— e e e e e ey e T ——— — — — — ———— i T ———— ity S —— T F—_ e . fmte o v WA T A Tk o o v o S S

*Frap for (2,42) d.f. at 1%=5.16, at 5%=3.22
Frap for (3,41) d.f. at 1%=4.30, at 5%=3.83
Fiap for (4,40) d.f. at 1%=3.83, at 5%=2.61
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OPI/Sale is -1.290 and of Average size is -0.59%2. All
these three values indicate the insignificant effect on
D/E ratio. The F value of 2.036 is also insignificant.
This implies that variables selected do not help in
explaining the changes in D/E ratio.

When the regression 1is run of D/E ratio on

GFA/TGA, OPI/TGA, OPI/Sale and Average size, R? is

found to be 0.1351, R? is found to be 0.0463 and the
coefficients are found to be -1.2749, 0.0007, -0.0350
and ~0.0000 respectively. The t values are found to be
-1.065, 0.0340, -1.185, =0.592 respectively and are
insignificant. The F value is ‘ 1.522 and is
insignificant. This tends to suggest that the
variations in the D/E ratio are due to factors other
than variables included in the model.

In the following 4 multiple regressions OPI/TGA
and GFA/TGA are excluded and PBT/TNA and NFA/TNA are
taken in their place.

When the regression is run of D/E ratio on NFA/TNA
and PBT/TNA, R? is found to be 0.4701, EZ is found to

be 0.4442 and the coefficients are found to be -2.9696
and ~0.1435. The t value for NFA/TNA is‘found to be
-3.407 and is negative significant at 1% level of
significance. For PBT/TNA it is found to be ~-5.711
indicating the negative significant effect of PBT/TNA
on D/E ratio at 1% level of significance. Th;s supports
the pecking order theory. This tends to suggest that as
NFA/TNA and PBT/TNA ratios increase the D/E ratio
reduces. The F value is 16.744 and is significant at 1%
level of significance. This implies that the model fits

well for predicting the behaviour of D/E ratio.
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When the regression is run of D/E ratiso on

NFA/TNA, PBT/TNA and Average size, R? is found to be

0.4825, Ez is found to be 0.4437 and the coefficients
are found to be -2.7698, -0.1424, and ~0.0000

respectively. The t values are found to be -3.095,
~5.660 and ~0.978 respectively. The { wvalues indicate
that 'coefficients of NFA/TNA and PBT/TNA are
significant at 1% level of significance. This tends to
suggest that as PBT/TNA and NFA/TNA ratios increase,
the debt-equity ratio decreases. The PBT/TNA supports
the pecking order theory. The F value is 11.308 and is
significant at 1% level of significance. This implies
that selection of these 3 variables in model to predict
effect on D/E ratio fits well.

When the regression is run of D/E ratio on

NFA/TNA, OPI/Sale and Average size, R? is found to be
0.1116, R? is found to be 0.0450 and the coefficients

are found to be -0.,4412, -0.0434 ‘ and -0.0000
respecg;vely. The t values are found to be -~0.335,
-1.400 and ~-0.710 respectively between D/E ratioc. The
coefficient of OPI/Sale is significant at 10% level of
significance. This supports the pecking order theory.
The F wvalue is 1.675 and is insignificant. This tends
to suggest that the variations in the D/E ratio are due
to factors other than vériables included in the model.
When the regression is run of D/E ratio on

NFA/TNA, PBT/TNA, OPI/Sale and Average size, R? is
found to be 0.4923, R2 is found to be 0.4402 and the
coefficients are found to be -3.3870, -0.1538, 0.0232

and -0.0000 respectively. The t values are found to be
-2.958, -5.408, 0.868 and 1.095 respectively. The
NFA/TNA and PBT/TNA ratios are negative and significant
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at 1% level of significance. This tqus to suggest that
as the proportion of NFA/TNé/jand PBT/TNA ratios
increase the D/E ratio decre€ases. So the PBT/TNA

B

supports the pecking order theory. The F value is 9.455
and is significant at 1% level of significance. This
suggests that selection of these four variables as
determinants of D/E ratio fits well,

Thus out of 8 runs for 3 runs it is observed that
the model fits well. These three runs are with NFA/TNA,
PBT/TN%; NFA/TNA, PBT/TNA and Average sgze, and
NFA/TNA, PBT/TﬁA, OPI/Sale and Average size.

2. LONG~TERM DEBT TO TOTAL ASSETS RATIO:
A, SIMPLE REGRESSIONS:

Considering the LTD/TA to be a dependent variable,
6 regressions are run individually on variables
mentioned above. The results of the regressions are
presented in Table VI.4. In Searle for the year 1982
(31.12.82), the long-term debt is -4853.63. This is
abnormal. No explanation is available for decrease in
deferred liability and increase in current liability.
On account of this LTD/TA ratio is negative, that too
by a ﬁigher tune, for years 1982 and 1983, as 31.12.82
has effect on 2 vyears 31.3.82 and 31.3.83. Hence in
computation of Average LTD/TA ratio, (taking all years
together for each company separately), Searle is
omitted and observations are taken of .44 companies
only. From the Table it can be observed that for the
regression of LTD/TA on GFA/TGA, R? is found to be
0.5156, and the coefficient is found to be 0.3484. The
value of t 1is 6.687. This indicates the significant
positive effect of GFA/TGA on LTD/TA at 1% level of

significance. This supports trade-off theory. Similar
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observation is found while running the regression of
LTD/TAfratio on NFA/TNA, where R? is found to be 0.6336
and the coefficient is found to be 0.3915. The value of
t is 8.522. This indicates the positive significant
impact of NFA/TNA on LTD/TA at 1% level ©of
significance. This supports trade-off theory. For the
regression of LTD/TA ratio on OPI/TGA, R? is found to
be 0.0095 with the coefficient value of -0.0000. The
value of t is ~0.634. This is insignificant. For the
regression of LTD/TA ratio on OPI/Sale, R? is found to
be 0.2490 with the coefficient wvalue of 0.0061. The
value of t is 3.731. This indicates the positive
significant impact of OPI/Sale on LTD/TA at 1% level of
significance. This supports trade-off theory. For the
regresgion of LTD/TA on PBT/TNA, R? is found to be
0.0974 with the coefficient value of -0.0048. The value
of t is =-2.129. Thus the coefficient is found to be
negative and statistically significant at 5% level of
significance. This tends to suggest that as the PBT/TNA
increases, the LTD/TA decreases. This supports pecking
order theory, which shows that first priority for
expansion/ capital investment is retained earnings
leading to low LTD/TA ratio. It is really a surprise
that when as indicator of profitability OPI/Sale is
taken, it supports trade-off theory and when PBT/TNA is
taken as indicator of profit, it supports pecking order
theory. The findings from the regression on Average
size,‘R2 is found to be 0.0004 and the coefficient is
found to be -0.0000. The value of t is =-0.124. This is
insignificant. Thus out of 6 variables selected for the
analysis, three variables, wviz, GFA/TGA, NFA/TNA and

OPI/Sale are found to have positive significant impact
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on °LTD/TA ratio and PBT/TNA show the negative
significant effect on LTD/TA ratio.

B. CORRELATIONS:

The Table VI.5 shows the correlation matrix of
LTD/TA with other ratios and among themselves. The
correlation coefficient of LTD/TA ratio with GFA/TGA is
0.7181, with NFA/TNA is 0.7960, with OPI/TGA is 0.0973,
with OPI/Sale is 0.4990, with PBT/TNA is ~0.3121 and
with Average size is -0.0191. Thus two correlations,
viz, PBT/TNA and Average size are negative. This
indicates that as these ratios increase, the LTD/TA .
ratio decreases. Other correlations, viz, GFA/TGA,
NFA/TNA, OPI/TGA and OPI/Sale are positive. This
indicates that as these ratios increase, the LTD/TA
ratio also increases. The correlation coefficient of
GFA/TGA ratio with NFA/TNA is 0.9243, with CPI/TGA is
0.0624, with OPI/Sale is 0.4643, with PBT/TNA is
-0.2585 and with Average size 1is 0.2126. The
correlation of PBT/TNA is negative, indicates that as
this ratio increases, GFA/TGA ratio decreases.

The correlation coefficient of NFA/TNA ratio with
OPI/TGA is ~0.0092, with OPI/Sale is 0.5640, with
PBT/TNA is ~0.2815 and with Average size is 0.1848. The
correlation of PBT/TNA is negative, indicates that as
this ratio increases, NFA/TNA ratio decreases.

The correlation coefficient of OPI/TGA ratioc with
OPI/Sale is =-0.1471, with PBT/TNA is -0.2221 and with
Average size £S 0.0069. The negative correlation of
OPI/Sale ratio indicates that as this ratio increase
OPI/TGA ratio decreases.

The correlation coefficient of OPI/Sale ratio with
PBT/TNA is 0.1016 and with Average size is 0.2509. The
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positive correlations indicate that as these ratios
increase, the Average size also increases.

The correlation coefficient of PBT/TNA with
Average size is 0.0123. The positive correlation
indicates that as the ratio increases, the Average size

increases.

C. MULTIPLE REGRESSIONS:

Tpe purpose of running multiple regression is to
find oﬁt the combined/ Joint effect of more than one
variable taken together on LTD/TA ratio. The results of
these multiple regressions are presented in Table VI.6.
From the Table it can be observed that when the
regression is run of LTD/TA ratio on ' GFA/TGA and

OPI/TGA, R? is found to be 0.5359 and Ez is found to
be 0.5133 indicating thereby that out of total changes
in LTD/TA 51% changes are explained by change in
GFA/TGA and OPI/TGA. The coefficients are found to be
0.3527 and -0.0001 respectively. The t value for
GFA/TGA, 6.820 indicates the significant positive
effect of GFA/TGA on LTD/TA at 1% 1level of
significance. This +tends to suggest that as the
proportion of GFA/TGA increases the LTD/TA ratio
increases. This supports trade-off theory. The t value
for OPI/TGA, =~1.338 indicates the significant negafive
impact of OPI/TGA on LTD/TA at 10% level of
significance. This tends to suggest thaf as OPI/TGA
ratio increases, LTD/TA ratio decreases. This supports
pecking order theory. The F value is 23.671 and is
significant at 1% level of significance. This implies
that the selection of these two variables in model fits

well for prediction of LTD/TA.
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When the regression is run of LTD/TA ratio on

GFA/TGA, OPI/TGA and Average size, R? is found to be

0.5671, R2 is found to be 0.5346 and the coefficients
are found to be 0.3714, -0.0001 and -0.0000
respectively. The t value for GFA/TGA is 7.176. This
indicates the significant positive impact on LTD/TA
ratio at 1% level of significance. This tends to
suggest that as the proportion of GFA/TGA ratio
increases, the LTD/TA ratio increases. This supports
trade-off theory. The t value for OPI/TGA is -1.380.
This indicates the significant negative effect on
LTD/TQ_ ratio at 10% level of significance. This
supporés pecking order theory. The t value for Average
size, -1.698, indicates the significant negative impact
on LTD/TA at 5% level of significance. This tends to
suggest that as the proportion OPI/TGA and Average size
increase the LTD/TA ratio reduces. The F value is
17.467 and is significant at 1% level of significance.
This implies that the selection of these 3 wvariables
for prediction of LTD/TA fits well.

When the regression is run of LTD/TA ratio on

GFA/TGA, OPI/Sale and Average size, R? is found to be

0.5955, R? is found to be 0.5651 and the coefficients

are found to be 0.3140, 0.0031 and -0,0000
respectively. The t wvalue for GFA/TGA, 5.663,indicates
the significant positive impact of GFA/TGA on LTD/TA at
1% level of significance. The t value for O?I/Sale is
2.200 indicates the significant positive effect on
LTD/TA ratio at 5% level of significance. This tends to
suggest that as the proportion of GFA/TGA and OPI/Sale
ratio increases, the LTD/TA ratio increases. These

support trade-off theory. The t value for Average
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size, -2.107, indicates the negative significant effect
on LTD/TA ratio at 5% level of significance. This tends
to suggest that as Average size increases; LTD/TA ratio
decreases. The F value is 19.626 and is significant at
1% level of significance. This implies by selection of
GFA/TGA, OPI/Sale and Average size, for prediction of
LTD/TA model fits well.

When the regression is run of LTD/TA ratio on
GFA/TGA, OPI/TGA, OPI/Sale and Average size, R? 1is

found to be 0.6057, R? is found to be 0.5652 and the
coefficients are found to be 0.3221, -0.0000, 0.0028
and -0.0000 respectively. The t values are found to be '
5.749, -1.004, 1.953, -2,076 respectively. The t values
for GFA/TGA and OPI/Sale indicate the ©positive
" and 5
(respectively) level of significance. This tends to

suggest that as the proportion of GFA/TGA and OPI/Sale

oe
oe

significant impact on LTD/TA  at 1

increase, the LTD/TA ratio increases. These supports
trade~-coff theory. Average size indicates the negative
significant effect on LTD/TA at 5% level of
significance. This tends to suggest that as Average
size increases, the LTD/TA ratio reduces. The F value
is 14.9%975 and is significant at 1% level of
significance. This implies that selection of'GFA/TGA,
OPI/TGA, OPI/Sale and Average size fit well 1in
prediction of LTD/TA. ’

In the following 4 multiple regressions OPI/TGA
and GFA/TGA are excluded and PBT/TNA and NFA/TNA are
taken in their place. ‘

When the regression is run of LTD/TA ratio on
NFA/TNA and PBT/TNA, R? is found to be 0.6420, R? is

found to be 0.6245 and the coefficients are found to be
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0.3783 and -0.0015. The t value for NFA/TNA is found to
be 7.897 and is positive significant at 1% level of
significance. This +tends to suggest that as the
proportion of NFA/TNA ratio increases the LTD/TA ratio
increases. This supports trade-off theory. For PBT/TNA
it is found to be -0.981 indicating the insignificant
effect of PBT/TNA on LTD/TA ratio. The F value is
36.758 and is significant at 1% level of significance.
This implies that this model fits well as predictor of
LTD/TA. .

When the regression 1is run of LTD/TA ratio on

NFA/TNA, PBT/TNA and Average size, R? 1is found to be

0.6686, R? is found to be 0.6437 and the coefficients
are found to Dbe 0.3950, -0.0013, and -0.0000

respectively. The t values are found to be 8.302,
-0.883 and ~1.793 respectively. The coefficient of
NFA/TNA ratio is positive significant at 1% level of
significance. This tends to suggest that‘ as the
proportion of NFA/TNA ratio increases, the LTD/TA ratio
increases. This supports trade-off theory. For Average
size it is negative significant at 5% level of
significance. This tends to suggest that as the
proportion of Average size increaées, the LTD/TA ratio
decreases. The F value is 26.899 and is significant at
1% level of significance. This implies tﬁat with these
3 variables the model fits well.

When the regression is run of LTD/TA ratio on

NFA/TNA, OPI/Sale and Average size, R? is found to be
0.6707, R? is found to be 0.6460 and the coefficients
are found to be 0.3771, 0.0014 and -0.00090

respectively. The t values are found to be 6.967, 1.021
and -2.017 respectively. The coefficient of NFA/TNA is
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positive significant at 1% level of significance. This
supports trade—-off theory. The OPI/Sale is
insignificant. The Average size is negatiﬁe significant
at 5% level of significance. This tends to suggest that
as Average size increases, LTD/TA ratio decreases. The
F value is 27.159 and is significant at 1% level of
significance. This implies that with these 3 variables
the model fits well.

When the regression is run of LTD/TA ratio on
NFA/TNA, PBT/TNA, OPI/Sale and Average size, R? 1is

found to be 0.6882, R2 is found to be 0.6562 and the
coefficients are found to be _0.3348, -0.0024, 0.0023
and -0.0000 respectively. The t values are found to be
5.534, -1.480, 1.567 and -2.062 respectively. The
NFA/TNA and OPI/Sale ratios are positive significant at
1% and 10% (respectively) level of significance. This
tends to suggest that as the proportions of NFA/TNA and
OPI/Sale increase the LTD/TA ratio increases. This
supports trade-off theory. The PBT/TNA and Average size
are negative significant at 10% and 5% (respectively)
level of significance. This tends to suggest that as
PBT/TNA and Average size increase the LTD/TA ratio
decreases. The PBT/TNA ratio supports pecking order
theoryi The F value is 21.485 and is significant at 1%
level of significance. This implies that with selection

of NFA/TNA, PBT/TNA, OPI/Sale and Average size model
3
fits well.

3. TOTAL DEBT TO TOTAL ASSETS RATIO:
A. SIMPLE REGRESSIONS:

Considering the TD/TA to be a dependent variable,
© regressions are run individually on variables

mentioned above. The results of the regressions are
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presented in Table VI.7. From the Table it can be
observed that for the regression of TD/TA on GFA/TGA,
R? is found to be 0.0374, and the coefficient is found
to be =-0.1322. The value of t is -1.292 and is
insignificant. Similar observation is found while
running the regression of TD/TA ratio on NFA/TNA, where
R? is found to be 0.0128 and the coefficient is found
to be -0.0784. The value of t is -0.745 and is
insignificant. For the regression of TD/TA ratio on
OPI/TGA, R? is found to be 0.0274 with the coefficient
value of 0.0002. The value of t is 1.101 and is
insignificant. For the regression of TD/TA ratio on
OPI/Sale, R? is found to be 0.0673 with the coefficient
value of -0.0044. The value of t 1is =-1.762 and
statistically significant at 5% level of significance.
This indicates that with increase in O0OPI/Sale, TD/TA
reduces. This supports pecking order theory. For the
regression of TD/TA ratio on PBT/TNA, R? is found to be
0.2473 with the coefficient value of —0.0104; The value
of t is ~3.759. This value is statistically significaﬁt
at 1% level of significance. This suggests that as the
PBT/TNA increases, the TD/TA decreases. This supports
pecking order theory, which shows that first priority
for expansion/ capital investment is retained earnings
leading to low TD/TA. The findings from the regression
on Average size, R? is found to be 0.0113 and the
coefficient is found to be -0.0000. The value of t is
-0.700 and 1is insignificant. Thus out of 6 :variables
selected for the analysis, OPI/Sale and PBT/TNA are
found to have negative significant impact on TD/TA

ratio and this supports pecking order theory.
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B. CORRELATIONS:

The Table VI.8 shows the correlation matrix of
TD/TA with other ratios and among themselves. The
correlation coefficient of TD/TA ratio with GFA/TGA is
-0.1933, with NFA/TNA is =-0.1129, with OPI/TGA is
0.1657, with OPI/Sale is ~0.2595, with PBT/TNA is
-0.4973 and with Average size 1is =-0,1062. Thus five
correlations except OPI/TGA  are negative. This
indicates that as these ratios increase, the TD/TA
ratio decreases. The correlation coefficient of GFA/TGA
ratio with NFA/TNA is 0.9248, with OPI/TGA is 0.0625,
with OPI/Sale is 0.4455, with PBT/TNA is -0.2732 and
with Average size is 0.2184. The correlation of PBT/TNA
is negative indicates that as these ratios increase,
GFA/TGA ratio decreases.

The correlation coefficient of NFA/TNA ratio with
OPI/TGA 1is -0.0088, with OPI/Sale is 0.5467, with
PBT/TNA is -0.2912 and with Average size is 0.1898. The
correlations of OPI/TGA and PBT/TNA are negative
indicate that as these ratios increase, NFA/TNA ratio
decreases.

The correlation coefficient of OPI/TGA ratio with
OPI/Sale i; ~-0.1468, with PBT/TNA is -0.2139 and with
Average size is 0.0072. The positive correlation of
Average size indicates that as this ratio increases
OPI/TGA ratio increases, while the negative correlation
indicates that as these ratios increase, the OPI/TGA
ratio also decreases. :

The correlation coefficient of OPI/Sale ratio with
PBT/TNA is 0.2110 and with Average size is 0.2370. The
positive correlations indicate that as these ratios

increase, the OPI/Sale ratio also increases.
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The correlation coefficient of PBT/TNA with
Average size is 0.0111. The positive correlation
indicates that as the ratio increases, the Average size

increases.

C. MULTIPLE REGRESSIONS:

The purpose of running multiple regression 1is to
find out the combined/ Joint effect of more than one
variable taken together on TD/TA. The results of these
multiple regressions are presented in Table VI.9. From
the Table it can be observed that when the regression
is run of TD/TA on GFA/TGA and OPI/TGA, R? is found to

be 0.6691 and R2? is found to be 0.0247 indicating
thereby that out of total changes in TD/TA only 2%
changes are explained by change in GFA/TGA and OPI/TGA
and the coefficients are found to be -~-0.1398 and 0.0002
respectively. The t value for GFA/TGA, -1.370 indicates
the significant negative impact on TD/TA ratio at 10%
level of significance. This tends to suggest that 4s
the GFA/TGA increases the TD/TA decreases. This
supports the findings of Ferri and Jones that “with a
high proportion of fixed to» Total Assets are
concentrated in the low leverage classesf. The t wvalue
for OPI/TGA i1s 1.196 and is insignificant. The F value
is 1.558 and is insignificant. This tends to suggest
that tﬁe variations in the TD/TA ratio are due to
factors other than variables included in the model.

When the regression is run of TD/TA :rratio on

GFA/TGA, OPI/TGA and Average size, R? is found to be

0.0732, R? is found to be 0.0054 and the coefficients

are found to be ~0.1299, 0.0002 and -0.0000
respectively. The t value for GFA/TGA is -1.231, for
OPI/TGA is 1.182 and for Average size, -0.428. All
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these t wvalues indicate the insignificant impact on
TD/TA. The F value is 1.079 and is insignificant. This
tends to suggest that the variations in the TD/TA ratio
are due to factors other than variables included in the
model.

When the regression is run of TD/TA "ratio on

GFA/TGRA, OPI/Sale and Average size, R? is found to be

0.0761, §2 is found to be 0.0085 and the coefficients
are found to be ~0.0628, -0.0035 and -0.0000
respectively. The t value for GFA/TGA is -0.543, for
OPI/Sale is -1.236, and for Average size it is -0.233,
All the three are found to be insignificant. The F
value is 1.125 and is dinsignificant. This tends to
suggest that the variations in the TD/TA ratio are due
to factors other than wvariables included in the model.
When the regression 1is run of TD/TA ratio on

GFA/TGA, OPI/TGA, OPI/Sale and Average size, R? is

found to be 0.0968, R? is found to be 0.0065 and the
coefficients are found to be ~0.0785, 0.0002, -0.0030
and -0.0000 respectively. The t values are found to be
-0.671, 0.958, =-0.258, =~0.258 respectively. All these
values are found to be insignificant. The F value is
1.072 and is insignificant. This tends to suggest that
the variations in the TD/TA ratio are due to factors
other than variables included in the model.

In the following 4 multiple regressions OPI/TGA
and GFA/TGA is excluded and PBT/TNA and NFA/TNA are
taken in their place. h

When the regression is run of TD/TA ratio on
NFA/TNA and PBT/TNA, Rz is found to be 0.3199, R? is

found o be 0.2876 and the coefficients are found to be

-0.1955 and -0.0121. The t value for NFA/TNA is found



to be —-2.117 and is negative significant at 5% level of
significance. For PBT/TNA it is found -to be -4.356
indicating the negative significant effect of PBT/TNA
on TD/TA at 1% level of significance. This tends to
suggest that as the proportion of NFA/TNA and PBT/TNA
ratio increase the TD/TA ratio reduces. The findings
regarding NFA/TNA supports the findings of Ferri and
Jones and findings regarding PBT/TNA supports pecking
order theory. The F value is 9.879 and is significant
at 1% 1level of significance. This implies that
selection of these two variables in the model Fits
well.

When the regression is run of TD/TA on NFA/TNA,

PBT/TNA and Average size, R? is found to be 0.3236, R?
is found to be 0.2741 and the coefficients are found to
be -0.1868, -0.0121, and -0.0000 respectively. The t
values are found to be -~1.966, -4,288 and ~0.470
respeétively. The NFA/TNA and PBT/TNA ratios are
negative significant at 5% and 1% (respectively) level
of significance. This tends to suggest that as the
NFA/TNA and PBT/TNA ratios increase, the TD/TA ratio
decreases. The findings for NFA/TNA supports the
findings of Ferri and Jones and the findings for
PBT/TNA supports pecking order theory. The impact of
Average size on TD/TA is found to be insignificant. The
F value is 6.538 and is significant at 1% level of
significance. This implies that the model fits well.
When the regression is run of TD/TA ratio on

NFA/TNA, OPI/Sale and Average size, R? is found to be

0.0709, R? is found to be 0.0029 and the coefficients
are found to be 0.03186, -0.0046 and -0.0000

respectively. The t wvalues are found to be 0.252,
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-1.496 and -0.324 respectively. The OPI/Sale ratio is
negative significant at 10% level of significance. This
supports pecking order theory. The impact of NFA/TNA
and Average size are insignificant on TD/TA. The F
value is 1.043 and is insignificant. This tends to
suggest that the variations in the TD/TA are due to
factors other than variables included in the model.

When the regression is run of TD/TA ratio on

NFA/TNA, PBT/TNA, OPI/Sale and Average size, R? 1is

found to be 0.3246, R? is found to be 0.2571 and the

coefficients are found to be ~0.2065, -~0.0125, -0.0008
and -0.0000 respectively. The t values are found to be
~1.662L -3.877, -0.250 and =~0.498 respectively. The
NFA/TNA and PBT/TNA ratios are negative significant at
10% and 1% {respectively) level of significance. This
tends to suggest that as the NFA/TNA and PBT/TNA
increase, the TD/TA ratio decreases. The findings for
NFA/TNA supports the findings of Ferri and Jones and
the findings for PBT/TNA supports pecking order theory.
The  impact of OPI/Sale and Average size is
insignificant. The F value is 4.807 and is significant
at 1% level of significance. This implies that the
model fits well for prediction of TD/TA. ‘

Thus out of 8 multiple regression runs, 3 runs are
found to be ¢good predictor for TD/TA wherein NFA/TNA
and PBf/TNA are found to be common.

4. TOTAL EQUITY TO TOTAL ASSETS RATIO:
A. SIMPLE REGRESSIONS:

Considering the TE/TR to be a dependent variable,
6 regressions are run individually on variables
mentioned in the foregoing para. The results of the

regressions are presented in Table VI.10., From the
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Table it can be observed that for the regression of
TE/TA on GFA/TGA, R? is found to be 0.0329, and the
coefficient is found to be 0.1155. The value of t is
1.210 and indicates the insignificant impact on TE/TA.
For the regression of TE/TA on NFA/TNA, where R? is
found to be 0.0032 and the coefficient is found to be
0.0673. The wvalue of t is 0.373, and is insignificant.
For the regression of TE/TA ratio on OPI/TGA, R? 1is
found to be 0.0133 with the coefficient value of
-0.0001. The value of t is -0.763 and is insignificant.
For the regression of TE/TA ratio-on QOPI/Sale, R? is
found to be 0.0347 with the coefficient value of
0.0030. The wvalue of t is' 1.244. This again 1is
insignificant. For the regression of TE/TA ratin on
PBT/TNA, R? is found to be considerably high 0.4147
with the coefficient value of 0.0126. The value of t is
5.520,. And is statistically significant at 1% level of
significance. This tends to suggest that as PBT/TNA
increases, the TE/TA increases. This supports pecking
order theory, which shows that first priority for
expansion/ capital investment is retained earnings
leading to high TE/TA. The findings from the regression
on Average size, R? is found to be 0.0083 and the
coefficient 1s found to be 0.0000. The value of t is
0.601 and is insignificant. Thus out of 6 regression
only one variable is found to have significant effect
on TE/TA.

B. CORRELATIONS:

The Table VI.11l shows the correlation matrix of
TE/TA with other ratios and among themselves. The
correlation coefficient of TE/TA with GFA/TGA is
0.1814, with NFA/TNA is 0.0568, with OPI/TGA 1is
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-0.1156, with OPI/Sale 1is 0.1863, with PBT/TNA is
0.6440 and with Average size 1is 0.0913. Thus five
correlations are positive. This indicates that as these
ratios 1increase, the TE/TA ratio increases. The
correlation coefficient of GFA/TGA ratio with NFA/TNA
is 0.9248, with OPI/TGA 1is 0.0625, with OPI/Sale is
0.4455, with PBT/TNA is -0.2732 and with Average size
is 0.2184. The correlation of PBT/INA is negative
indicates that as these ratios increase, GFA/TGA ratio
decreases. The correlation coefficient of NFA/TNA ratio
with OPI/TGA is -0.0088, with OPI/Sale is 0.5467, with
PBT/TNA is -0.2912 and with Average size is 0.1899. The
correlations of OPI/TGA and PBT/TNA are negative
indicates that as these ratios increase, NFA/TNA fatio
decreases.

The correlation coefficient of OPI/TGA ratio with
OPI/Sale is =-0.1468, with PBT/TNA is =-0.2139 and with
Average size is 0.0072. The positive correlations of
Average size indicates that as this ratio increases
OPI/TGA ratio increases, while the negative
correlations indicate that as these ratios increase,
the OPI/TGA ratio also decreases.

The correlation coefficient of OPI/Sale ratio with
PBT/TNA is 0.2110 and with Average size is. 0.2370. The
positive correlations indicate that as theée ratios
increase, the OPI/Sale ratio also increases.

The correlation coefficient of PRBT/TNA with
Average size 1is 0.0111. The positive correlation
indicates that as the ratio increases, the Average size

increases.
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C. MULTIPLE REGRESSIONS:

The purpose of running multiple regression is to
examine the simultaneous effect of more than one
variable taken together on TE/TA. The results of these
multiéle regressions are presented in Table VI.12. From
the Table it can be observed that when the regression
is run of TE/TA ratio on GFA/TGA and OPI/TGA, R? is

found to be 0.0491 and R2 1is found to be 0.0038
indicating thereby that out of total chénges in TE/TA
ratio 0.3% changes are explained by change in GFA/TGA
and OPI/TGA and the coefficients are found to be 0.1206
and -0.0001 respectively. The t value for GFA/TGA, is
1.256 and for OPI/TGA is -0.846. This indicates the
insignificant impact on TE/TA ratio. The F value is
1.084 and is insignificant. This tends to suggest that
the variations in the TE/TA ratio is due to the factors
other than variables included in the model.

When the regression 1s run of TE/TA ratio on

GFA/TGA, OPI/TGA and Average size, R? is found to be

0.0518, R? is found to be -0.0176 and the coefficients
are found to be 0.1132, -0.0002 and 0.0000
respectively. The t value for GFA/TGA, OPI/TGA and
Average size are 1.138, -0.834 and 0.343. These
indicate the insignificant impact on TE/TA ratio. The F
value 1is 0.747 and 1s dinsignificant. This tends to
suggest that the variations in the TE/TA ratio is due
to the factors other than variables included in the
model.

When the regression is run of TE/TA ratio on

GFA/TGA, OPI/Sale and Average size, R? is found to be

0.0480, R? is found to be -0.0217 and the coefficients
are found to be 0.0750, 0.0020 and 0.0000 respectively.
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The t values are 0.686, 0.727 and 0.227 respectively
and are insignificant. The F value is 0.689 and 1is
insignificant. This tends to suggest  that the
variations in the TE/TA ratio is due to the factors
other than variables included in the model.

When the regression 1s run of TE/TA ratio on

GFA/TGA, OPI/TGA, OPI/Sale and Average size, R? is
found to be 0.0594, ﬁz is found to be -0.0346 and the
coefficients are found to be 0.0859, -0.0001, 0.00le

and 0.0000 respectively. The t values are found to be
0.772, -0.699, 0.571, 0.243 respectively. The t values
are insignificant. The F value 1is 0.632 and is
insignificant. This tends to suggest that the
variations in the TE/TA ratio is due to the factors
other than variables included in the model. ’

In the following 4 multiple regressions OPI/TGA
and GFA/TGA are excluded and PBT/TNA and NFA/TNA are
taken in their place.

When the regression is run of TE/TA ratic on
NFA/TNA and PBT/TNA, R? is found to be 0.4800, RZ is
found to be 0.4552 and the coefficients are found to be
0.1762 and 0.0140. The t value for NFA/TNA is found to
be 2.296 and is positive significant at 5% level of
significance. For PBT/TNA it 1is found to be 6.205
indicating the positive significant effect of PBT/TNA
on TE/TA ratio and is significant at 1% 1level of
significance. This tends to suggest that as the
proporgion of NFA/TNA and PBT/TNA ratio incgéases the
TE/TA fatio increases. The PBT/TNA supports pecking
order theory. The F value is 19.382 and is significant
at 1% level of significance. This implies that the

model fits well for predictor of TE/TA.
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When the regression is run of TE/TA ratio on
NFA/TNA, PBT/TNA and Average size, R? is found to be
0.4824, R2 is found to be 0.4446 and the coefficients
are found to be 0.1659, 0.0140, and 0.0000
respectively. The t values are found to be 2.144, 6.118
and 0.442 respectively. The NFA/TNA and PBT/TNA ratios
are significant at 5% and 1% level of significance
respectively. This tends to suggest that as NFA/TNA and
PBT/T&A ratios increase, the TE/TA increases. The
PBT/TNA supports pecking order theory. The impact of
Average size on TE/TA is insignificant. The F value is
12.739 and is significant at 1% level of significance.
This implies that the model fits well in.prediction of
TE/TA.

When the regression 1s run of TE/TA ratio on
NFA/TNA, OPI/Sale and Average size, R? is found to be

0.0404, R? is found to be -0.0298 and the coefficients
are found to be ~0.0445, 0.0033 and 0.0000

respectively. The t values are found to be -0.376,
1.140 and 0.334 respectively and are insignificant. The
F value is 0.575 and is insignificant. This suggests
that the variations in the TE/TA ratio is due to the
factors other than variables included in the model.

When the regression is run of TE/TA ratio on
NFA/TNA, PBT/TNA, OPI/Sale and Average size, R2? is
found to be 0.5082, R? is found to be 0.4530 and the
coefficients are found to be 0.2565, 0.0157%, -0.0035
and 0.0000 respectively. The t values are found to be
2.598, 6.169, -1.448 and 0.671 respectively. The
NFA/TNA and PBT/TNA ratios are positive significant at
1% level of significance. This tends to suggest that as

the proportion of NFA/TNA and PBT/TNA increase the
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TE/TA ratio increases. The PBT/TINA supports pecking
order theory. The OPI/Sale ratio is negative
significant at 10% level of significance. This tends
to suggest that as the OPI/Sale ratio increases, TE/TA
ratio reduces. This supports trade-off theory. The F
value 1is 10.334 and is significant at 1% level of
significance. This implies that the model fits well.
Thus out of 8 runs three runs are found to be good

predictor of TE/TA. They are runs five, six and eight.

6.3 REGRESSIOﬁihNALYSIS FOR 28 COMPANIES WITH 19 YEARS
DATA:

A‘s' discussed in the preceding para the data are

—+

not available for 17 companies for 97, 98 and 99. Hence
the relationship is examined for longer period of time
for remaining 28 companies. The following ©para
discusses the findings for 28 companies.

To examine the existence of Pecking order theory
or Trade-off theory the attempt is made to examine the
determinants of capital structure as discussed in the
foregoing para, the independent variables selected are
GFA/TGA, NFA/TNA, OPI/TGA, OPI/Sale, PBT/TNA and
Average size. To have an overall view, an overall
analysis is carried out for this purpose. The average
of the ratio for a given company is taken over a period
of timé, both for dependent and independent variables.
As discussed in the methodology, as indicator of
capital structure 4 dependent variables namely (1)
Debt-Equity Ratio, (2) Long-term Debt to Total Assets
Ratio, (3) Total Debt to Total Assets Ratio, and (4)
Total Equity to Total Assets ratio are selected.
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1 DEBT-EQUITY RATIO:
A. SIMPLE REGRESSIONS:

Considering the D/E to be a dependent variable, €
regressions are run individually on variables mentioned
in the foregoing para. The results of the regressions
are presented in Table VI.13. From the Table it can be
observed that for regression of D/E on GFA/TGA, R? is
found to be 0.3714, and the coefficient is found to be
-3.4232. The value of t* is -3.919 and shows negative
significant impact at 1% level of significance. This
means that the‘D/E ratio reduces as the GFA/TGA ratio
increases. Similar observation is found while running
the régression of D/E on NFA/TNA, where R2 is found to
be 0.2659 and the coefficient is found to be -3.5565.
The value of £t is =-3.069 and is negative significant at
12 level of significance. This necessarily tends to
suggest that the D/E reduces as NFA/TNA increases. For
the regression of D/E ratio on OPI/TGA, R? is found to
be 0.0608 with the ceoefficient value of -0,0428. The
value of t is -1.298 and 1is insignificant. For the
regression of D/E ratio on OPI/Sale, R? is found to be
0.1136 with the coefficient value of =-0.0433. The value
of £t is -1.825 and is negative significant at 5% level
of significance. For the regression of D/E ratio on
PBT/TNA, R2 is found to be 0.2360, the coefficient is
—0.06§é. The value of t is -2.834 and is statistically
significant at 1% level of significance. This tends to
suggest that as OPI/Sale increases, D/E ratio

decreases. Also as PRT/TNA increases, D/E ratio

o - - o - 2 o — M " W — " —— ] — . W —— W — S o M e T g T S o S e S o Ao

*teap for 26 d.f. at 1%=2.479, at 5%=1.706, at 10%=1.315
tia for 25 d.f. at 1%=2.485, at 5%=1.708, at 10%=1.316
teap for 24 d.f. at 1%=2.492, at 5%=1.711, at 10%=1.318
twaw for 23 d.f. at 1%=2.500, at 5%=1.714, at 10%=1.319
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decreases. This supports pgcking order theory, which
shows that first priority for expansion/ capital
invesfﬁent is given to retained earnings leading to low
D/E ratio. The findings from the regression on Average
size, R2 1is found to be 0.0542 and the coefficient is
found to be -~0.0000. The value of t 1is -1.221 and
indicates the insignificant impact of Average size on
D/E. Thus out of six variables selected for the
analysis, GFA/TGA, NFA/TNA, OPI/Sale and PBT/TNA are
found to have negative significant effect on D/E ratio.
The findings are very much similar to those of 45
companies. However it is worth noting that in all cases

the value of R? goes up when 28 companies are taken.

B. CORRELATIONS:

The Table VI.1l4 shows the correlation matrix of
D/E with other ratios and among themselves. The
correlation coefficient of D/E with GFA/TGA is -0.6094,
with NFA/TNA is -0.5156, with OPI/TGA is -0.2467, with
OPI/sale is -0.3370, with PBT/TNA is -0.4858 and with
Average size 1is -0.2329, Thus all correlations are
negative, and this indicates that as these ratios
increase, the D/E ratio decreases. The correlation
coefficient of GFA/TGA ratio with NFA/TNA is 0.9414,
with OPI/TGA is -0.2108, with OPI/Sale is 0.3976, with
PRT/TNA is -0.0120 and with Average size is 0.3941.
Here OPI/TGA and PBT/TNA correlations are negﬁtive and
indicates that as these ratios increase, GFA/TGA ratio

decreases.
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The correlation coefficient of NFA/TNA with
OPI/TGA is =~0.2278, with OPI/Sale is 0.5265, with
PBT/TNA is ~0.1009 and with Average size is 0.4772.
The correlations of OPI/TGA and PBT/TNA are negative
indicates that as these ratios increase, NFA/TNA ratio
decreases.

The correlation coefficient of OPI/TGA with
OPI/Sale is 0.3870, with PBT/TNA is 0.7530 and with
Average size is -0.1179. The positive correlations
indicate that as these ratios increase, the OPI/TGA
ratio also incfeases.

The correlation coefficient of OPI/Sale with
PBT/TNA is 0.2107 and with Average size is 0.4936. The
positive correlations indicate that as these ratios
increase, the Average size also increases.

The correlation coefficient of PBT/TNA with
Average size 1s 0,0669. The positive correlation
indicates that as PBT/TNA increases, the Average size

increases.

C. MULTIPLE REGRESSIONS:

On similar line as of 45 companies 8 multiple
regressions are run to examine the effect of more than
one variables taken together on D/E ratio. The results
of these multiple regressions are presented in Table
VI.15. From the Table it can be observed that when the
regression is run of D/E ratio on GFA/TGA and OPI/TGA,

R? is found to be 0.5186 and R? is found to.be 0.4801

indicating thereby that out of total changes in D/E 48%
changes are explained by change in GFA/TGA and OPI/TGA
and the coefficients are found to be -3.8879 and
-0.0681 respectively. The t wvalue for GFA/TGA and
OPI/TGA are -4.876 and -2.765 respectively. This
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REGRESSION OF DEBT EQUITY RATIO OK VARIOUS EXPLAWATORY VARIABLES

Particulars | GFA/TEA i KFA/THA i OPI/TGE b QPIfSale } PRT/TMA v ARG Size |
! - e :
Mntercept | 3.4538 b 3,089 b 2,505 A N-1vy} b 2.6616 L2146 '
ioefficient | -3.4232 1 -3.5565 vo-0,0428 Vo -0.0433 1 -0.0694 Vo -0,0000 !
: Vo301 (-3.088) ) (-1.298) I 5 OF: 7433 Rl 0 ) M £ W ¥4 §| '
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IR~square : 0.3714 Vo 0.2659 b 0,0608 P 0136 P 0.2360 v 0.0542 '
B rdscatw significance at 1%, 5% and 10% levels respectively,

TABLE - VI.14
RESULTS OF CORRELATIONS
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TABLE - VI.15
HULTIPLE REGRESSION OF DEBT EQUITY RATIO ON VARIOUS EXPLANATORY VARIABLES

Bun i Run 2 fun 3 Run 4 Bun 5 Run 6 Run 7 Run &

ntercept | A535 | 44489 ' 35406 | 45868 ¢ 3,983 ! 4.0081 | 1433 ! 4.0045
EAMTGA | 38000 | 872 | 37560 | -A.2548 | : : | :
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t 1 | 3
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jrmmm——— :,__._, ,_: | I | S | T, : ___________ | IR | SN :
0P1/Sale ! | L0077 ! 0.0258 ! ; bo0,039 | 0,013 |
: ! : H075) 1 0.962) | : 0,498 1(0.5%) |
N i E f U30M5 14,2708 | 3318 14565 |
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alie  (13466)% 1 (.620)* | (5.000° | (6.676) 1I5.8)* LI0AT)E | LA | (.65 |
Rebarisqr | 04501 | 04505 | 0.3080 © 0.458 | 05227 | 0.513 | 0183 | 0494 !

> indicates significance at 1%, 5% and 10% levels respectively.
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indicates the negative significant impact on D/E ratic
at 1% level of significance. The findings for OPI/TGA
supports pecking order theory. The F* value is 13.925
and is significant at 1% level of significance. This
implies that the model fits well.

When the regression 1s run of D/E ratio on

GFA/TGA, OPI/TGA and Average size, R? is found to be

0.5186, §2 is found to be 0.4585 and the coefficients

are found to Dbe -3.8721, -0.0681 and =0.0000
respectively. The t values for GFA/TGA and OPI/TGA are
-4,400 and -2.709. This indicates the negative
significant impact on D/E at 1% level of significance.
This tends to suggest that as the proportion of GFA/TGA
and OPI/TGA increase the D/E ratio reduces. Here
OPI/TGA ratio supports pecking order theory. The t
value for Average size is -0.047 and  shows
insignificant effect on D/E ratio. The F value is 8.620
and 1is significant at 1% level of significance. This
implies that the model fits well.

When the regression is run of D/E ratio on

GFA/TGA, OPI/Sale and Average size, R? is found to be

0.3849, EZ is found to be 0.3080 and the coefficients

are found to be -3.2560, -0.0177 and 0.0000
respeqﬁively. The t value for GFA/TGA is -3.218 and is
significant at 1% level of significance. The t value
for OPI/Sale is -0.725 and indicates the insignificant
effect on D/E ratio. The t value for Average size is
0.335 and indicates the insignificant impact on D/E
ratio. The F value is 5.006 -and is significant at 1%

*Fran, for (2,25) d.f. at 1%=5.57, at 5%=3.39
Fean for (2,24) d.f. at 1%=4.72, at 5%=3.01
Fuaw for (2,23) d.f. at 1%=4.26, at 5%=2.80
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level of significance. This implies that model f£fits
well with these independent variables.
When the regression is run of D/E ratioc on

GFA/TGA, OPI/TGA, OPI/Sale and Average size, R? is
found to be 0.5372, R2? is found to be 0.4568 and the

coefficients are found to be -4.2548, -0.0858, 0.0258
and -0.0000 respectively. The t values are found to be
~4.400, -2.752, 0.962, -0.515 respectively. The GFA/TGA
and OPI/TGA ratios have negative significant impact at
1% level of significance. This tends to suggest that as
the proportion of GFA/TGA and OPI/TGA ratios increase
the D)E ratio decreases. The OPI/TGA supports pecking
order thecory. The F value 1is 6.676 and is significant
at 1% level of significance. This implies that the
model fits well with these four variables.

In the following 4 multiple regressions OPI/TGA
and GFA/TGA are excluded and PBT/TNA and NFA/TNA are
taken in their place.

When the regression is run of D/E ratio on NFA/TNA
and PBT/TNA, R? is found to be 0.5581, Ez is found to

be 0.5227 and the coefficients are found to be =~3.9345
and -0.0776. The t value for NFA/TNA is found to be
~4.269 and 1is negative gignificant at 1% level of
significance. For PBT/TNA it is found to be -4.066
indicating the negative significant effect of PBT/TNA
on D/E ratio at 1% level of significance. This supports
pecking order theory. The F value is 15.785 and is
significant at 1% level of significance. This implies
that the model fits well with these two variables.

When the regression 1is run of D/E ratio on

NFA/TNA, PBT/TNA and Average size, R2? is found to be



323

0.5656, R2 is found to be 0.5113 and the coefficients
are found to be -4.2708, -0.0793, and 0.0000
respectively. The t values are found to be -3.998,
-4,068 and 0.646 respectively. The NFA/TNA and PBT/TNA
ratios have negative significant impact at 1% level of
significance on D/E ratio. This tends to suggest that
as NFA/TNA and PBT/TINA increase, the D/E ratio
decreaées. The PBT/TNA ratio supports pecking order
theory. The F value is 10.417 and is significant at 1%
level of significance. This implies that the model fits
well with thesé three variables.

When the regression 1is run of D/E ratio on -
NFA/TNA, OPI1/Sale and Average size, R? 1is found to be
0.2736, R2 is found to be 0.1823 and the coefficients
are found to Dbe -3.3328, -0.0139 and 0.0000
respectively. The t wvalues are found to be -2.257,
~0.498 and 0.243 respectively. The NFA/TNA ratio is
negative significant at 1% level of significance and
the impact of OPI/Sale ratio is insignificant. This
tends ‘to suggest that as the proportion of NFA/TNA
increases, the D/E ratio decreases. The F value is
3.013 and is significant at 5% level of significance.

This implies that the model fits well with these three

variables. .
When the regression is run of D/E ratioc on
NFA/TNA, PBT/TNA, OPI/Sale and Average size, R? is

found to be 0.5710, R? is found to be 0.4964 and the

coefficients are found to be -4.5455, -0.0825, 0.0123
and 0.0000 respectively. The t values are found to be
-3.793, -3.993, 0.593 and 0.445 respectively. The
NFA/TNA and PBT/TNA ratios have negative significant

impact at 1% level of significance. This tends to
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suggest that as the NFA/TNA and PBT/TNA increase the
D/E decreases. The PBT/TNA supports pecking order
theory. The F wvalue is 7.654 and is significant at 1%
level of significance. This implies that the model fits
well.

For all above it is important to note that as the
number of companies are reduced to 28 and period of
study is increased to 19 years the predictive power of
variables go up and the wvalue of R? goes up
substantially. Moreover, when 45 companies and 16
years’ Averageyis taken for running regression, it is
ocbserved that only Runs 5, 6 and 8 fits well, whereas
when 28 companies and 19 years are taken all runs show

a good fit.

2. LONG~-TERM DEBT TO TOTAL ASSETS RATIO:
Al SIMPLE REGRESSIONS:

Considering the LTD/TA to be a dependent variable,
6 regressions are run individually on variables
mentioned above. The rgsults of the reéressions are
presented in Table VI.16. From the Table it can be
observed that the regression of LTD/TA on GFA/TGA, R?
is found to be 0.3830, and the coefficient is found to
be 0.2322., The value of t is equal to 4.017 and is
positive significant at 1% level of significance. This
necessarily tends to suggest that the .LTD/TA ratio
increases as the ratio GFA/TGA increases. Similar
observation is found while running the regression of
LTD/TA ratio on NFA/TNA, where R? is found to be 0.2843
and the coefficient is found to be 0.2457. The value of
t is 3.214 and this shows positive significant impact
at 1% level of significance. This necessarily tends to

suggest that the LTD/TA ratio increases as NFA/TNA
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increases. Thus GFA/TGA and NFA/TNA supports trade-off
theory. For the regression of LTD/TA ratio on OPI/TGA,
R? is found to be 0.0923 with the coefficient value of
-0.0035. The value of t is -1.626 and is negative
significant at 10% level of significance. This tends to
suggest that as OPI/TGA increases the LTD/TA ratio
reduces. For the regression of LTD)TA ratic on
OPI/Sale, R? is found to be 0.0500 with the coefficient
value hof 0.0019. The wvalue of t shows insignificant
impact. For the regression of LTD/TA ratio on PBT/TNA,
Rz is found to be 0.0771 with the coefficient of
~0.0026. The value of t is =-1.473. This shows negative'
significant impact at 5% level of significance. This
supports pecking order theory. The findings from the
regression on Averadge size, R? is found to be 00,0301
and the coefficient is found to be 0.0000. The value of
t is 0.898 indicates the insignificant impact of size
on LTD/TA.

B. CORRELATIONS:

The Table VI.17 shows the correlation matrix of
LTD/TA ratio with other ratios and among themselves.
The correlation coefficient of LTD/TA ratio with
GFA/TGA is 0.6184, with NFA/TNA is 0.5332, with OPI/TGA
is -0.3039, with OPI/Sales is 0.2235, with PBT/TNA is
-0.2776 and with Average size is 0.1735. So OPI/TGA,
OPI/Sale and PBT/TNA correlations are negative,
indicates that as these ratios increase, the LTD/TA
ratio decreases. The correlation coefficient of GFA/TGA
ratio with NFA/TNA is 0.9414, with OPI/TGA is -0.2108,
with OPI/Sale is 0.3976, with PBT/TNA is -0.0120 and
with Average size is 0.3941. The negative correlation

with OPI/TGA and PBT/TNA indicates that as these ratios
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increase, GFA/TGA ratio decreases. The correlation
coefficient of NFA/TNA ratio with OPI/TGA is -0.2278,
with OPI/Sale is 0.5265, with PBT/TNA is -0.1009 and
with Average size is 0.4772.

The correlations of OPI/TGA and PBT/TNA which are
negative indicate that as these ratios increase,
NFA/TNA ratio decrease. The correlatioﬂ coefficient of
OPI/TGA ratio with OPI/Sale is 0.3870, with PBT/TNA is
0.7730 and with Average size is -0.1179. The positive
correlations indicate that as these ratios increase,
the OPI/TGA ratio also increases.

The correlation coefficient of OPI/Sale ratio with
PBT/TNA is 0.2107 and with Average size is 0.4936. The
positive correlations indicate that both move in same
direcéion.

The correlation coefficient of PBT/TNA with
Average size 1is 0.0669. The positive correlation
indicates that as the ratio increases, the Average size

increases.

C. MULTIPLE REGRESSIONS:

On similar line as of 45 companies 8 multiple
regressions are run to examine the effect of more than
one variable taken together on LTD/TA. The results of
these multiple regressions are presented in Table
VI.18. From the table it can be observed that when the
regression is run of LTD/TA on GFA/TGA and OPI/TGA, R?

is found to be 0.4145 and R2? is found to.be 0.3676

indicating thereby that out of total changes in LTD/TA
ratio 36% changes are explained by change in GFA/TGA
and OPI/TGA and the coefficients are found to be 0.2178
and -0.0021 respectively. The t value for GFA/TGA is

3.709 indicates the positive significant impact on
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LTD/TA at 1% level of significance. The t wvalue for
OPI/TGA 1is =1.159. This indicates the insignificant
impact on LTD/TA. The F value is 8.848 and 1is
significant at 1% level of significance. This implies
that with these two variables the model fits well.

When the regression is run of LTD/TA ratio on

GFA/TGA, OPI/TGA and Average size, R? is found to be

0.4214, R? is found to be 0.3491 and the coefficients

are found to be 0.2310, -0.0021 and. -0.0000
respectively. The t value for GFA/TGA is 3.585 shows
significant positive impact on LTD/TA at 1% level of
significance. This supports the trade-off theory. The t
value for OPI/TGA is =-1.162 and is insignificant. The t
value for Average size is -0.538 and is insignificant.
The F value is 5.827 and is significant at 1% level of
significance. This implies that the model fits well.
When the regression is run of LTD/TA ratio on
GFA/TGA, OPI/Sale and Average sizg, R?2 is found to be

0.3889, R2? is found to be 0.3125 and the coefficients

are found to be 0.2438, 0.0000 - and —0.0bOO
respectively. The t value for GFA/TGA is 3.620. This
shows “'positive significant dimpact at 1% ‘level of
significance. This supports the trade-off theory. The t
value for OPI/Sale is 0.041 and is insignificant. The t
value for Average size is -0.457 and is insignificant.
The F value is 5.091 and is significant at 1% level of
significance. This implies that with these three
variables the model fits well.

When the regression is run of LTD/TA ratio on
GFA/TGA, OPI/TGR, OPI/Sale and Average size, R? is

found to be 0.4410, §2 is found to be 0.3438 and the
coefficients are found to be 0.2048, -0.0034, 0.0018



and -0.0000 respectively. The t values are found to be
2.885, -1.464, 0.897, -0.908 respectively. The GFA/TGA
has positive significant impact at 1% level of
significance. This supports the trade-off theory. The
OPI/TGA shows negative significant impact at 10% level
of significance. This supports pecking order theory.
The F value is 4.536 and is significant at 1% level of
significance. This implies that with these four
variables the model fits well. '

In the following 4 multiple regressions OPI/TGA
and G%A/TGA. is excluded and PBT/TNA and NFA/TNA. are
taken in their place.

When the regression 1s run of LTD/TA ratio on
NFA/TNA and PBT/TNA, R? is found to be 0.3349, R2? is
found to be 0.2817 and the coefficients are found to be
0.2351 and -0.0022. The t value for NFA/TNA is found to
be 3.113 and shows positive significant impact at 1%
level of significance. This supports trade-off theory.
For PBT/TNA t value is found to be -1.379 indicating
the negative significant effect of PBT/TNA on LTD/TA
ratio and at 10% level of significance. This supports
pecking order theory. The F value is 6.295 and is
significant at 1% level of significance. This implies
that the model fits well.

When the regression is run of LTD/TA ratio on
NFA/TNA, PBT/TNA and Average size, R? is found to be
0.3389, R2? is found to be 0.2563 and the coefficients
are found to be 0.2514, =-0.0021, and ~-0.0000
respectively. The t values are found to be 2.857,
-1.294 and -~0.380 respectively. The NFA/TNA has
positive significant impact at 1% level of

significance. This supports trade-off theory. The

329
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PBT/TNA and Average size have insignificant impact on
LTD/TA. The F value is 4.100 and is significant at 1%
level of significance. This implies that the model fits
well.

When the regression is run of LTD/TA ratio on
NFA/TNA, OPI/Sale and Avérage size, R? is found to be
0.2944, R2 is found to be 0.2062 and the coefficients
are found to be 0.2772, -0.0004 and -0.0000
respectively. The t values are found to be 2.852,
-0.231 and -0.434 respectively. The NFA/TNA has
positive significant impact at 1% level of
significance. This supports trade-off theory. The
OPI/Sale and Average size have insignifiéant impact on
LTD/TA. The F value is 3.337 and is significant at 5%
level‘of significance. This implies that the model fits
well.

When the regression is run of LTD/TA ratio on
NFA/TNA, PBT/TNA, OPI/Sale and Average size, R? is
found to be 0.3394, R2 is found to be 0.2246 and the
coefficients are found to be 0.2457, -0.0021, 0.0003
and -0.0000 respectively. The t values are found to be
2.473, -1.253, 0.136 and -0.396 respectively. The
NFA/TNA has positive significant impact at 1% level of
significance. This supports trade-off theory. The F
value is 2.954 and is significant at 5% level of
significance. This implies that the model fits well.

For all above it is important to hote‘tbat as the
number of companies are reduced to 28 and period of

study is increased to 19 years the predictive power of

variables go down and the value of R? as well as Ez

goes down substantially.



3. TOTAL DEBT TO TOTAIL ASSETS RATIO:
A. SIMPLE REGRESSIONS:

Considering the TD/TA to be a dependent variable,
6 regressions are run individually on variables
mentioned above. The results of the regressions are
presented in Table VI.19. From the Table it can be
observed that when the regression of TD/TA is run on
GFA/TGA, R? is 0.1014, and the coefficient is -0.2114,.
The value of t is equal to -1.712 and is negative
significant at 5% level of significance. This
necessarily tends to suggest that the' TD/TA ratio
reduces as the ratio GFA/TGA increases. Similar
observation is found while running the regression of
TD/TA ratio on NFA/TNA, where R? is found to be 0.1117
and the coefficient 1is found to be -0.2725. The value
of t is -1.808 which is negative significant at 1%
level of significance. This necessarily tends to
suggest that the TD/TA ratio reduces as the ratio
NFA/TNA increases. For the regression of TD/TA ratio on
OPI/TGA, R? is found to be 0.0469 with the coefficient
value of =-0.0044. The value of t is ~1.131 and is

insignificant. For the regression of TD/TA ratio on

OPI/Sale, R2? is found to be ~0.0700 with the

coefficient value of -0.0040. The value of t is -1.398
and is negative significant at 10% level of
significance. For the regression of TD/TA ratioc on
PBT/TNA, R? is found to be 0.1186 with the coefficient
value of -0.0058. The value of t is -1.871. Here again
the coefficients are found to be negative and
statistically significant at 5% level of significance,
This tends to suggest that the proportion of OPI/Sale
and PBT/TNA increase, the TD/TA ratio decreases. This

supports pecking order theory, which shows that first
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priority for expansion/ capital investment is retained
earnings leading to low TD/TA ratio. The findings from
the regression on Average size, R? is found to be
0.0241 and the coefficient is found to be =0.0000. The

value of t is -0.801 and is insignificant.

B. CORRELATIONS:

The Table VI.20 shows the correlation matrix of
TD/TA ratio with other ratios and among themselves. The
correlation coefficient of TD/TA ratio with GFA/TGA is
0.3184, with *NFA/TNA 1is =-0.3343, with OPI/TGA is
-0.2165, with OPI/Sales is =-0.2645, with PBT/TNA is
-0.3444 and with Average size is -0.1553. So all
correlations are negative. This indicates that as these
ratios; increase, the TD/TA ratio decreases. The
correlation coefficient of GFA/TGA ratio with NFA/TNA
is 0.9414, with OPI/TGA is ~0.0120, with OPI/Sale is
0.3976, with PBT/TNA is =-0.0361 and with Average size
is 0.3941. Here OPI/TGA and PBT/TNA correlations are
negative indicates that as these ratios increase,
GFA/TGA ratio decreases.

The correlation coefficient of NFA/TNA ratio with
OPI/TGA is ~0.2278, with OPI/Sale is 0.5265, with
PBT/TNA is -0.1009 and with Average size is 0.4772. The
correlations of OPI/TGA and PBT/TNA which are negative
indicate that as these ratios increase, NFA/TNA ratio
decreases,

The correlation coefficient of OPI/TGA ratio with
OPI/Sale is 0.3870, with PBT/TNA is 0.7530 and with
Average size is -0.1179. The positive correlations

indicate that as these ratios increase, the OPI/TGA

ratio also increases.
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The correlation coefficient of OPI/Sale ratio with
PBT/TNA is 0.2107 and with Average size is 0.4936. The
positive correlations indicate that both move in the
same direction.

The correlation coefficient of PBT/TNA with
Average size 1is 0.0669. The positive correlation

indicates that both move in the same direction.

C. MULTIPLE REGRESSIONS:

On similar line as of 45 companies 8 multiple
regressions are- run to examine the effect ¢f more than
one variables taken together on TD/TA ratio. The
results of these multiple regressions are presented in
Table VI.21. From the table it can be observed that
when the regression is run of TD/TA ratio on GFA/TGA

and OPI/TGA, R? is found to be 0.1855 and Ez is found
to Dbe 0.1204 indicating thereby that out of total

changes in TD/TA ratio 12% changes are explained by
change in GFA/TGA and OPI/TGA and the coefficients are
found to be -0.2529 and -0.0061 respectively. The ¢t
value for GFA/TGA 1s =-2.063 indicates the significant
negative impact on TD/TA ratio at 5% level of
significance. The t value for OPI/TGA is -1.607. This
indicates the significant negative impact on TD/TA
ratio at 10% level of significance. This tends to
suggest that as the GFA/TGA and OPI/TGA increase the
TD/TA ratio reduces. Thus GFA/TGA ratio supports the
findings of Ferri and Jones and OPI/TGA ratio supports
the pecking order theory. The F value is 2.848 and is
insignificant. This tends to suggest that the wariation
in the TD/TA ratio is due to the factors other than

variables included in the model.
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When the regression is run of TD/TA ratio on

GFA/TGA, OPI/TGA and Average size, R? is found to be
0.1874, R? is found to be 0.0859 and the coefficients

are found to be -0.2408, =-0.0061 and -0.0000
respectively. The t value for GFA/TGA is -1.782. This
indicates the negative significant impact on TD/TA at
5¢% level of significance. This tends to suggest that as
the proportion of GFA/TGA increases the TD/TA ratio
reduces. Thus GFA/TGA ratio supports the findings of
Ferri and Jones. The t value for OPI/TGA is -0.0061.
This indicates the negative effect on TD/TA ratio at
10% level of significance. The t value for Average size
is -0.236. This indicates the insignificant effect. on
TD/TA ratio. The F value is 1.845 and is insignificant.
This tends to suggest that the variation in the TD/TA
ratioc is due to the factors other than variables
included in the model.

When the regression 1s run of TD/TA ratio on

GFA/TGA, OPI/Sale and Average size, R? is found to be

0.1249, RZ is found to be 0.0155 and the coefficients
are found to be =0.7737, =-0.0027 and 0.0000
respectively. The t value for GFA/TGA is -~1.218, for
OPI/Sale is -0.785 and for Average size is 0.158. All
these three indicates the insignificant impact on TD/TA
ratio. The F value is 1.141 and is also insignificant.
This tends to suggest that the variation in the TD/TA
ratio is due to the factors other than variables
included in the model.

When the regression is run of TD/TA ‘ratio on
GFA/TGA, OPI/TGA, OPI/Sale and Average size, R2 is
found to be 0.1882, R? is found to be 0.0470 and the
coefficients are found to be -0.2499, -0.0065, 0.0006
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and -0.0000 respectively. The t values are found to be
-1.650, -1.339, 0.146, -0.273 respectively. The GFA/TGA
ratio is negative significant at 10% 1level of
significant. This tends to suggest that as the
proportion of GFA/TGA increases, the TD/TA ratio
decreases. Thus GFA/TGA ratio supports the findings of
Ferrid and Jones. This tends to suggest that as the
proportion of GFA/TGA, OPI/Sale increase, the TD/TA
ratio decreases. The F value is 1.333 and is
insignificant. This tends to suggest that the variation
in the TD/TA iatio is due to the factors other than
variables included in the model.

In the following 4 multiple regressions OPI/TGA
and GFA/TGA are excluded and PBT/TNA and. NFA/TNA are
taken in their place.

When the regression is run of TD/TA ratio on

NFA/TNA and PBT/TNA, R? is found to be 0.2562, RZ is
found to be 0.1967 and the coefficients are found to be
-0.3039 and -0.0065. The t value for NFA/TNA is found
to be -2.150 and is negative significant at 1% level of
significance. This supports the findings of Ferri and
Jones. For PBT/TNA it is found to be -2.203 indicating
the negative significant effect of PBT/TNA on TD/TA
ratio at 5% level of significance. This tends to
sugéest that as PBT/TNA ratio increases the TD/TA ratio
reduces. This supports pecking order théory. The F
value is 4.305 and is significant at 5% level of
significance. This implies that with this variables the
model fits well.

When the regression is run of TD/TA ratio on

NFA/TNA, PBT/TNA and Average size, R2 is found to be

0.25%2, RZ% is foundlto be 0.1666 and thé coefficients
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are found to be -0.3293, -0.0066, and -0.0000
respectively. The t values are found to be -1.997,
-2.186 and -0.214 respectively. The NFA/TNA and PBT/TNA
ratios are significant at 5% level of significance.
This tends to suggest that as the proportion of NFA/TNA
and PBT/TNA ratios increases, the TD/TA ratic
decreases. Thus NFA/TNA supports the findings of Ferri
and Jones and PBT/TNA supports pecking order theory.
The F value is 2.780 and is insignificant. This tends
to suggest that the variation in the TD/TA‘ratio is due
to the ﬁactor; other than variables included in the
model:

When the regression is run of TD/TA ratio on

NFA/TNA, OPI/Sale and Average size, R? is found to be

0.1242, Ez is found to be 0.0148 and the coefficients
are found to be -0.2320, -0.0021 and 0.0000
respectivély. The t values are found to be =-1.221,
~-0.585 and. 0.214 respectively. The NFA/TNA and OPI/Sale
ratios are insignificant. The F value is 1.135 and is
insignificant. This tends to suggest that the
variations in the TD/TA ratio is due to the factors
other than variables included in the model.

When the regression is run of TD/TA ratio on
NFA/TNA, PBT/TNA, OPI/Sale and Average size, R? is

found to be 0.2592, R2 is found to be 0.1304 and the
coefficients are found to be -0.3286, -0.0066, -0.0000
and 0.0000 respectively. The t values are found to be
-1.765, -2.047,; ~0.008 and 0.297 respgctively. The
NFA/TNA 1s negative significant at ‘5% 1level of
significance. Thus NFA/TNA supports the findings of
Ferri and Jones. The PBT/TNA is negative significant at

5% level of significance. It is in line with pecking
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order theory. OPI/Sale and Average size are
insignificant. The F value is 2.012 and is
insignificant. This tends to suggest that the variation
in the TD/TA ratio is explained by factors other than
variables included in the model.

For all above it is important to note that as the
number of companies are reduced to 28. and period of
study 1is increased to 19 years only run 5 fits well,
whereas for 45 companies with 16 years it is run 5, 6
and 8 which fits well.

Y

4. TOTAL EQUITY TO TOTAL ASSETS RATIO:
A. SIMPLE REGRESSIONS:

Considering the TE/TA to be a dependent wvariable,
6 regressions are run individually on variables
mentioned above. The results of the regressions are
presented in Table VI.22. From the Table it can be
observed that the regression of TE/TA on GFA/TGA, R? is
found to be 0.1764, and the coefficient is found to be
0.2770. The wvalue of t 1s equal to ,2.356 and 1is
positive significant at 5% level of significance. For
the regression of TE/TA ratio on NFA/TNA, where R? is
found to be 0.1309 and the coefficient is found to be
0.2929. The value of t is 1.979 which shows positive
significant impact on TE/TA and NFA/TNA at 5% level of
significance. This tends *to suggest that as the
proportion of GFA/TGA and NFA/TNA increase, TE/TA ratio
increases. For the regression of TE/TA ratio on
OPI/TGA, R? is found to be 0.1062 with the coefficient
value of 0.0065. The value of t is 1.715 and is
significant at 5% level of significance. This tends to
suggest that as OPI/TGA increases the TE/TA ratio

increases. For the regression of TE/TA ratio on



OPI/Sale, R? is found to be 0.1021 with the coefficient
value of 0.0048. The value of t dis 1.720 and is
significant at 10% level of significance. This supports
pecking order theory. For the regression of TE/TA ratio
on PBT/TNA, R? is found to be 0.2173 with the
coefficient value of 0.0078. The value of t is 2.686.
This 1is statistically significant at 1% level of
significance. This again tends to suggest that as
PBT/TNA increases, the TE/TA ratio increases. This
supports pecking order theory, which shows that first
priority for e;pansion/ capital investment is retained
earnings leading to high TE/TA ratio. The findings from
the regression on Average size, R? 1is found to be
0.0074 and the coefficient is found to be 0.0000. The
value of t is 0.442 indicates the insignificant impact

on TE/TA.

B. CORRELATIONS:

The Table VI.23 shows the correlation matrix of
TE/TA ratio with other ratios and among themselves. The
correlation coefficient of TE/TA ratio with GFA/TGA is
0.4200, with NFA/TNA is 0.3618, with OPI/TGA is 0.3188,
with OPI/Sales is 0.3196, with PBT/TNA is 0.4661 and
with Average size 1s 0.0862. So all correlations are
positive. This indicates that as these ratios increase,
the TE/TA ratio increases. The correlation coefficient
of GFA/TGA ratio with NFA/TNA is 0.9414, with OPI/TGA
is 0.2108, with OPI/Sale is 0.3976, with EBT/TNA is
0.0120 and with Average size is 0.3941.‘Here OPI/TGA
and PBT/TNA correlations are negative indicates that as
these ratios increase, GFA/TGA ratio decreases.

The correlation coefficient of NFA/TNA ratio with
OPI/TGA is 0.2278, with OPI/Sale is 0.5265, with

339
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PBT/TNA is 0.1009 and with Average size is 0.4772. The
correlations of OPI/TGA and PBT/TNA which are negative
indicate that as these ratios increase, NFA/TNA ratio
decreases.

The correlation coefficient of OPI/TGA ratio with
OPI/Sale 1is 0.3870, with PBT/TNA is 0.7530 and with
Average size is 0.1179. The positive correlations
indicate that as these ratios increase, the OPI/TGA
ratio .also increases.

The correlation coefficient of OPI/Sale ratio with
PBT/TNA is 0.2107 and with Average size is 0.4936. The
positive correlations indicate that as these ratios
increase, the Average size also increases. The
correlation coefficient of PBT/TNA with Aﬁerage gsize is
0.0669. The positive correlation indicates that as the

ratic increases, the Average size increases.

C. MULTIPLE REGRESSIONS:

On similar line as of 45 companies 8 multiple
regressions are run to examine the effect of more than
one variable taken together on TE/TA ratio. The results
of these multiple regressions are presented in Table
VI.24. From the Table it can be observed that when the
regression is run of TE/TA ratio on GFA/TGA and
OPI/TGA, R? is found to be 0.3500 and R? is found to

be 0.2980 indicating thereby tﬁat out of total changes
in TE/TA ratio 29% changes are explained by change in
GFA/TGA and OPI/TGA and the coefficients are' found to
be 0.3362 and 0.0088 respectively. The t wvalue for
GFA/TGA 1s 3.091 indicates the positive significant
impact on TE/TA ratio at 1% level of significance. The
t value for OPI/TGA 1is 2.584 indicates the positive

significant impact on TE/TA ratio at 1% level of
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significance. This tends to suggest that as the
proportion of GFA/TGA and OPI/TGA increase the TE/TA
ratio increases. Thus OPI/TGA is in line with pecking
order theory. The F value is 6.732 and is significant
at 1% level of significance. This implies that the
model fits well.

When the regression is run of TE/TA ratio on

GFA/TGA, OPI/TGA and Average size, R? is found to he

0.3550, R? is found to be 0.2744 and the coefficients

are found to be 0.3558, 0.0086 and -0.0000
respectively. The t wvalue for GFA/TGA 1is 2.975
indicates the positive significant impact on TE/TA
ratio at 1% level of significance. The t value for
OPI/TGA is 2.523 indicating the positive significant
impact on TE/TA ratio at 1% level of significance. This
tends to suggest that as the proportion of GFA/TGA and
OPI/TGA increase the TE/TA ratio increases. Thus
OPI/TGA 1is in 1line with pecking order theory. The t
value for Average size 1is -0.430 indicates the
insignificant impact on TE/TA. F value is 4.403 and is
significant at 5% level of significance. This- implies
that with these variables the model fits well.

When the regression is run of TE/TA ratio on

GFA/TGA, OPI/Sale and Average size, R? is found to be

0.2318, R? is found to be 0.1358 and the coefficients
are found to be 0.2601, 0.0039%9 and -~0.0000
respectively. The t wvalue for GFA/TGA is 1.960 and is
positive significant at 5% level of significance. The t
value for OPI/Sale is 1.224, and for Average size is
-0.931. Both are insignificant. The F wvalue is 2.415

and is insignificant. This tends to suggest that the
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variation in the TE/TA ratio is explained by factors
other than variables included in the model.
When the regression is run of TE/TA ratio on

GFA/TGA, OPI/TGA, OPI/Sale and Average size, R? is
found to be 0.3560, Ez is found to be 0.2440 and the
coefficients are found to be 0.3659, 0.0081, -0.0007

and -0.0000 respectively. The t wvalues are found Lo be
2.732, 2.105, -0.184, =-0.276 respectively. The GFA/TGA
is positive significant at 1% level of significance.
OPI/TGA is positive significant at 5% level of
significance. This is in line with pecking order
theory. OPI/Sale and Average size are negative
insignificanct. The F value is 3.178 and is significant
at 5% 1level of significance. This implies that the
model fits well with these four variables.

In the following four multiple regressiogs OPI/TGA
and GFA/TGA are excluded and PBT/TNA and NFA/TNA are
taken in their place.

When the regression is run of TE/TA ratio on

NFA/TNA and PBT/TNA, R? is found to be 0.3861, RZ? is
found to be 0.3370 and the coefficients are found to be
0.3344 and 0.0085. The t value for NFA/TNA is found to
be 2.622 and 1is positive significant at 1% level of
significance. For PBT/TNA it is found to be 3.224
indicating the positive significant effect of PBT/TNA
on TE/TA ratio at 1% level of significance. This tends
to suggest that as the proportion of PBT/TNA‘increases
the TE/TA ratio increases. This is in line with pecking
order theory. The F value is 7.861 and is significant

at 1% level of significance. This implies that the
model fits well.
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When the regression is run of TE/TA ratio on
NFA/TNA, PBT/TNA and Average size, R? is found to be
0.4137, R? is found to be 0.3405 and the coefficients
are found to be 0.4099, 0.0089, and ~0.0000
respectively. The t values are found to be 2.814, 3.344
and -1.064 respectively. NFA/TNA and PBT/TNA are
positive significant at 1% level of significance. Thus
PBT/TNA supports pecking order theory. The Average size
is insignificant. The F wvalue 1is 6.898 and is
significant at, 5% level of significance; This implies
that the model fits well.

When the regression is run of TE/TA ratio on
NFA/TNA, OPI/Sale and Average size, R? is found to be

0.178394, R? is found to be 0.0756 and the
coefficients are found to be 0.2625, 0.0036 and -0.0000
respectively. The t values are found to be 1.424, 1.050
and -0.843 respectively. The NFA/INA 1is positive
significant at 10% level of significance. The OPI/Sale
and Average size are insignificant. The F value is
1.736 and 1is insignificant. This tends to suggest that
the variation in the TE/TA ratio is due to the factors
other than variables included in the model.

When the regression is run of TE/TA ratio on
NFA/TNA, PBT/TNA, OPI/Sale and Average size, R2?2 is

found to be 0.4159, R? is found to be 0.3143 and the
coefficients are found to be 0.3897, 0.06087, 0.0009 and

0.0000 respectively. The t values are found to be
2.374, 3.058, 0.290 and -1.082 respectively. The
NFA/TNA and PBT/TNA are positive significant at 1%
level of significance. Thus PBT/TNA supports pecking
order theory. OPI/Sale and Average size are

insignificant. The F value is 4.094 and is significant
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at 1% level of significance. This implies that the

model fits well.
For all above it is important to note that as the

number of companies are reduced to 28 and pericd of
study is increased to 19 years the predictive power of
variables go up and the value of R* goes up
substantially. Moreover, when 45 companies are
analysed Runs 5, 6 and 8 shows model fitting well,
whereas, when 28 companies are analysed all runs

except runs 3 and 7 fits well.

SECTION -II

6.4 YEARWISE ANALYSIS:

In the preceding section an attempt is made to
examine the effect of variables, either singly or
jointly, on an average (i.e. average over a period of
time), on average ratios, viz, D/E ratio, LID/TA
ratio, TD/TA ratio and TE/TA ratio. In the present
section an yearwise analysis is carried out to examine
the changes in the extent of effect of various
variables on dependent variables stated above. It is
worth mentioning here that for all 45 companies data
are available wupto 1996. Hence 1in the yearwise
regression 45 companies are included upto 199%96. For
last 3 years data are available for 28 companies.

Hence, 28 companies are included in running the

regressions.

SIMPLE REGRESSIONS:
I. DEBT-EQUITY RATIO:

Considering D/E ratio to be dependent variable

and other six variables (as taken in foregoing para)
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to be independent variables, results of regression run

?

are presented in table VI.25. . :

a. With GFA/TGA:

Considering the D/E ratio to bé a %dependent
variable, and GFA/TGA as independent variable linear
regressions are run yearwise from 1981 to 1%99. From
the Table it can be observed that on running
regression of D/E ratio on GFA/TGA, R? are found to be
0.0150, 0.1694, 0.0407, 0.0002, 0.1328, 0.2123,
0.2375, 0.0779, 0.0399, 0.0617, 0.0227, 0.0137,
0.0129, 0.0064, 0.0059, 0.0016, 0.0140, 0.0515 and
0.0034, respectively. The highest R? is found to be
0.2375 for the year 1987 and,the lowest R? ié found to
be 0.0034 for the year 1999. ' |

Similarly the coefficilents of GFA/TGA ére found
to. be -1.9822, —3.7317, -1.7325, 0.0028, —2.6202,
-3.3662, -3.3402, -1.8298, -1.1373, ~-1.5553, -0.9691,
-0.9001, -0.6616, -0.4399, -0.4382, ~Q.2190; 0.6557,
1.1296 and 0.3068 respectively. It is impértant to
note that out of 19 years under study for;15 years
coefficients are found to be negative. Thi? implies
that for these years as GFA/TGA increases,? the D/E
ratio decreases. The highesé coefficient is) found to
be 1.1296 for the year 1998 and the lowest coefficient
is found to be -3.7317 for the year 1982. In the year
1984 the coefficient 1is observed to beé positive
because both of the.ratios are iﬁcreasing ini the same
direction. Similarly for the year 1997, l998§and 1999,
the rise in GFA/TGA tends to increase D/E ratio.

The value of t are fgund to be —0.809& -2.926,
-1.335, 0.086, -2.567, -3.404, -3.660, —1.906, -1.337,
-1.682, ~0.999, -0.774, -0.751, =-0.525,. -0.504,.
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-0.262, 0.606, 1.188. and 0.298 respectively. It is
worth mentioning here that out of 19 years, negative
significant t values are for 8 years. Fcr other years
~ the impact of GFA/TGA on D/E ratio is fognd to be
insignificant. The negative significant impact of
GFA/TGA tends to suggest that‘with rise in GFA/TGA,
D/E reduces. This does not support trade-off fheory.

b. With NFA/TNA:

Considering the D/E ratio to be a dependent
variable and "NFA/TNA as independent variable linear
regressions are run yearwise from 1981-~199%. From the
Table it can be observed that on ruqning the
regression of debt D/E ratio on NFA/TNA; Rzlare found
to be 0.0006, 0.0683, 0.0030, 0.0018, 0.0405, 0.0834,
0.0448, 0.0062, 0.0005, 0.0044, 0.0013, 0.0058,
0.0167, 0.0223, 0.0071, 0.0004, 0.0099, 0;0415 and
0.0046 respectively. The highest R? is fo&nd to be
0.0834 for the year 1986 and the lowest R? i$ found to
- be 0.0004 for the year 1996. '

Similarly, the coefficients are -0.3883, -2.4052,
-0.4591, 0.4356, -1.4941, -2.1489, -1.5229, -0.5030,
-0.1282, -0.4425, -0.2335, -0.5493, -0.6943, -0.7511,
~0.4375, -0.1130, 0.5442, 1.0031 and 0.3600
respectively. It is important to note here that out of
19 years under study, for 15 years coefficients are
found to be negative. This implies that lfor these
years as NFA/TNA increases, the D/E ratio decreases.
The highest coefficient is found to be 1.0031 for the
year 1998 and the lowest coefficient is found to be
-2.4052 for the year 1989. . |



- 348

The t values are' -0.159, -1.755, -0.354, 0.279,
-1.348, -1.976, -1.421, -0.518, -0.150, -0.436,
-0.238, -0.500, -0.855, -0.991, -0.556, —0.133, 0.509,
1.061 and 0.347 respectively. It is worth mentioning
here that out of 19 years, negative significaﬁt impact
is for 4 years. For all other .years the impact of
NFA/TNA on D/E ratio is found to be iﬁsignificant.
This tends to suggest that in general NFA/TNA had no
" significant effect and only for 4 years when NFA/TNA
rises, D/E goes down. This does not support trade-off

theory.
¢. With OPI/TGA:

Considering the D/E ratio to be a .dependent
variable and OPI/TGA as independent variable lineéar
regressions are run yearwise from 1981-1999., From the
Table it can be observed that the regression of D/E
ratio on OPI/TGA, R? are found to be, 0.1170, 0.0720,
0.0481, 0.0828, 0.0275, 0.0157, 0.0142,’ 0.0479,
0.0871, 0.1020, 0.1416, 0.0150, 0.0536,. 0.0649,
0.0273,  0.0045, 0.0379, 0.0799 and 0.0484
respectively. The highest R? is found to be 0.1416 fér
the year 1991 and the lowest R? is found to be 0.0045
for the year 1996.

The coefficients are -0.1617, -0.0118, -0.0504,
-0.0717, -0.0264, -0.0194, -0.0201, -0.0345, -0.0424,
~0.04590, -0.0802, -0;0226, -0.0293, —0.0318;'—0.0273,
—-0.0113, -0.0247, -0.0414 and -0.0311 respectively. It
is important to note that out of 19 years under study,
for all years as OPI/TGA increases, the D/E ratia

decreases. The highest coefficient is found to be



-0.0113 for the year 1996 and the same is féund to be
lowest to, the tune of -0.0617 for the year 1981.

The t values are -2.387, -0.268, -1.456, -1.970,
-1.102, -0.829, -0.786, -1.471, -2.026, -2.210,
-2.663, -0.810, -1.560, -1.728, ~1.098, ~0.442,
-1.012, ~1.503 and -1.150 respectively. It is worth

mentioning here that out of 19 years, negative
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significant impact is for 10 years. This is in line

with pecking order theory. For all other years the
impact of OPI/TGA on D/E ratio is fouﬁd to be

insignificant.

,d. With OPI/Sale:

P

Considering the D/E ratio to be a dependent
variable and OPI/Sale as independent variable; linear
regressions are run yearwise from 1981-1999. From the
Table it can be observed that regression of D/E ratio
. on OPI/Sale, R? are found to be 0.0703; 0.0051,
0.0578, 0.0034, 0.0003, 0.0047, 020076, 0.0175,

0.0567, 0.0852, 0.0541, 0.0142, 0.0087," 0.0449,.

0.0564, 0.0213, 0.0827, 0.1518 and 0.2132
respectively. The highest R? is found to. be 0.1518 for

the year 1998 and the lowest R? is found to.be 0.0003

for the year 1985.

The coefficieﬁts are -~0.0805, -0.0147, -0.0455,
-0.0155, 0.0034, -0.0125, ~0.0134, -0.0190, -0.0349,
-0.0361, -0.0398, -0.0192, -0.0108, =-0.0107, =-0.0333,
-0.0159, -0.0290, -0.0407 and -0.0599 respectively. .It
is important to note here that out of 19 years under
study, for 18 vyears coefficient are found to be
negative. This implies that for these vyears as

OPI/Sale increases, the D/E ratio decreases. The
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highest coefficient is found to be 0.0192 for the vyear
1992 and the same is found to be lowest to the tune of

-0.0805 for the year 1981.

The wvalues of t are -1.803, -0.463, -1.606,
-0.385, 0.120, -0.448, ’-0.573, -0.875, -1.607,
-2.001, ~-1.568, -0.786, -0.613, -1.421, -1.603,
-0.967, -1.531, -2.157 and -2.654 respectively. It is
worth mentioning here that out of 19 years,'négative
significant impact is for 9 years. This is in 1line
with pecking order theory. For all other years the
impact of OPI/Sale on D/E ratio 1is found to be

insignificant.
e. With PBT/TNA:

Considering the D/E ratio to be a dependent
variable and PBT/TNA as independent variable linear
regressions are run yearwise from 1981-1999. From the
Table it can be observed that R? are found to be
0.0064, 0.0198, 0.1922, 0.1962, 0.1596,; 0.1120,
0.0756, 0.2188, 0.3081, 0.3818, 0.3880,  0.2068,
0.2101, 0.2207, 0.2198, 0.2052, 0.2293, 0.2817 and
0.2662 respectively. The highest R2? is fouhd to be
0.3880 for the yeai 1991 and the same is found to be
lowest at 0.0064 for the year 1981,

« The coefficients are -0.0371, -0.0382, -0.0956,

—0.1096; -0.0548, -0.0426, -0.0461, -0.0694, -0.0701,
-0.0906, -0.1163, -0.0852, -0.0660, —0.0584f,—0;0354,
-0.0316, -0.0596, ~0.0449 and -0.0562 respectively. It
is important to note here that for all the years under
study coefficient is found to be negative. This means
that for all years as PBT/TNA increases, the D/E ratio

decreases. The highest coefficient is ' found to be



for the year 1991.

The t values are -0.524, ~0.920, -3.161, -3.240,
-2.857, -2.329, -1.876, -3.470, -4.376, -5.153,
-5,221, -3.348, -3.382, -3.490, -3.481, ~-3.332,
~2.782, -3.194 and =-3.071 respectively. It is worth
mentioning here that out of 19 years, negative
significant impact is for 17 years. This is in 1line
with pecking order theory. For all other years the
impact of PBT/TNA on D/E ratio was found to be

insignificant.
£. With Average Size:

Considering the D/E ratio to be a dependent
variable and Average size as 1independent variable
linear regressions are run yearwise from 1981-1999.
From the Table it can be observed that on running the
regression of D/E on Average size, R? are found to be
0.0304, 0.0397, 0.01%4, 0.0355, 0.0003, 0.0558,
0.01e1, 0.0132, 0,0236, 0.0450, 0.0257, 0.0020,
0.0017, 0.0032, 0.0001, 0.0001, 0.0041, 0.0035 and
©.0.0019 respectively. The highest R? is found to be’

0.00558 for the year 1986 and the same is found to be
\lowest to the tune of 0.0001 for the year 1995 and
1996.

The coefficients are =~0.0001, -0.0000, -0.0000,
-0.0000, 0.0000, -0.0000, -0.0000, ~0.0000; -0.0000,
-0.0000, -0.0000, -0.0000, 0.0000, 0.0000, -0.0000,
-0.0000, -0.0000, =~0.0000 and =-0.0000 respectively.
The highest” and lowest coefficients are 0.0000 and

-0.0001 respectively.
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TABLE - VI,
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YEARHISE SINPLE REGRESSIONS OF DEBT-EQUITY RATIO ON VARIOUS EXPLANATORY VARIABLES

tParticulars

- -

KFA/THE )

| G OPI/TER ! OPI/fSale | PBI/THA ' AVG Size |
EYear 1981 S E
P :” ;
ntercept | 3420 ! 2625 0 4451 ! 3500 ! 2.860 ! 2.4%8 |
Coefficient | 19822 | -0.3883 ! 0.7 } -0.0805 | 0.0 0.0 |
5 0,809 L (-0.059) @ (2380 ! (LM | (0520 ! (116)
- : ____,__:_ ]l,, | S | D _____»l_‘“, |
Rsquare | 00150 ! 0.0006 | 0.I70 ¢ 0.003 ¢ 0.0066 | 0,034 |
§ 1. : I
i H
Wear 1982 ! ;
ntercept | 3SME 1 29993 ! 23 1 23690 ! 2532 ! 2405
Coefficient | 27317 L 240 | -0.018 L -0.047 | -0.082 ! -0.000
: 2926 (LIS D (0.268) 1 (063 ! (-0.920) ! (-1.31g)r !
t ] H —l 3 b e e s T o e e comme o s s e rm e 3
H H
Bsquare | 00694 1 0.0883 L 0.070 ! 0.0051 | 0.0198 | 0.0%7 |
t [ — -l
H
Wear 1983 | E
Mntercet | 28038 1 2223 ' 27004 ! 2502 ! 3,005 ¢ 2.0
iCoefficient | L7325 | <0451 ! -0.0504 | -0.065 | -0.0056 | -0.0000
: DL D05 (LABE (L6061 (3aet | (0,91 |
______ i, | I PR | 1 ____:_-_ ] |
Resquare | 0.0807 1 00030 L 00881 ! 00578 ! 0.%2 10,0194
ear 1984 ¢ ':
H 1
Untercept | 20873 1 20384 ' 089 ' 2365 ! 32006 ! 2.40%5 |
\Coefficient | 0.0028 | 04% | -0.077 | -0.015 ! -0.109 | -0.000 !
: D00%6) ! (0.279) ! (LTt ! (0385 b (3.0 ! (-1.25%®) !
1 1. PR P w—— | | 13 ____,_: __;
Resquare | 00002 1 0.008 ! 0.0828 ! 0.004 }  0.4%2 ! 0035
i | D -— H
EYear 1985 S i
i - v e 0 s 5 0 s 1 B v B — — — po—
ntercept | %2648 L 2518 0 2335 0 L96% ! 2520 ! 1994 |
CocFficient | -2.6202 | -LAgAl | -0.0260 L 0,003 ! -0.0548 ! 0,000
: DBt 1 (L3 D (LI0) ! (04200 b (-2.8¢ (0.408) !
H P 1 i | - i e ¥ ot oo e e o e H
esqare | 04328 1 00405 ! 0,025 @ 0.0003 ! 0596 ¢ 0.0003 |
EYear 1986 E E
I3 - o — [
] i
ntercept | 3543 L 26620 0 24617 ' 2066 1 2@ ! 21173 )
itofficient | 33662 1 -2.4489 ! 0,014 | 0015 . -0.0426 | -0.0000 |
: D)t 1 CLOTE™  (0.80) ) (0428 1 (132 b (Lot |
Resqare | 02123 1 0083 | 0.0157 ! 00047 © 04120 0 00558 |

v

tont,



THBLE VI.25 cont.
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--------

Particlars BT L MMM OPLAGE | OPUSale | PRI/ | A6 Size
Weartd? 1
H i e i e - o —————— e i b e
Untercept | 5160 L 2400 1 2128 ¢ 20403 ! 2253 ! 1.9
Coefficient | LM | L5290 | 00201 b -0.014 1 00460 | -0.0000

! 3,660 1 (LADM L0788 (05T L (LEIe™ | (-0.839)

t . i, te 1 1 1

¥ i 1 i -
Rsqare | 075 | 008 | 00142 L0006 ! 0.0% | 00161
E‘x‘ear 1988 i

: i -

Untercept 1 2787 ! 21068 ! 23433 ! 2147 ! 25064 ! 2.0
WCoefficient | -1.8298 ! -0.5030 ! -0.035 | -0.0190 | -0.0604 | ~0.0000

: L0 (0518) L (LA L (0875 1 (34T 1 (0.757)

v cmwe e ——— | 1. { — ‘_ — i - e e e o v e e
] H H 1

Wesquare | 0,079 1 0.0062 | 0.7 1 005 ! 0288 ¢ 0,011
ear 1080 |

e e e
Untercept | 24871 ! 20161 1 24810 ! 290 ! 2605 ! 2.0604
Coefficient | -LAM3 L <0122 1 0.0 | -0.038 ¢ -0.001 0 -0.0000

; DLII (050 (20260 (LG 1 (3% ! (-1.019)

: : : - ool
Resquare | 0,099 | 0.0005 ! 0.0870 ! 0.057 ! 03088 ! 0.02%

) £ e 02 4 2 . i S 90 5 B 0 O 8 J— -

iYear 1980 E

T : - - e
Mntercept | 28567 1 23000 0 262 ! 2540 1 29130 ! 2.3158
CocFFicient | LSS L -0.M25 ¢ 00180 | -0.0361 ! -0.0906 | -.0000

: DOLER D (036 L (2200 1 (000 | (S5t | (-Lagmes
:._-_ __:_ i __,_.-__’ —— i o !_ ________ Ve e o s e
fesqare | 00617 1 0004 1 01020 ! 00852 ! 0818 00450

| S [ — - v et P 4 o

Woar 1991 |

'__‘_ ]

Untercept | 27025 ! 234 0 RIS L 2796 ! 32M0 1 2,378
itoefficient | 00601 ! <0335 0 00802 ! 0,088 ! 04163 ! -0.0000

: D0.009) D (0.238) (660 1 (LSS | (5.2 § (-1.065)

i i :-.,............-......-_:_ :_-.. | O : ...............
Besquare | 00227 ) 0.0013 1 0.416 1 0.051 | 0380 | 0.0257
Wear 1992 !

—-——— ;- o oot o 00 90 0 e a1 80 o e e i o
Untercept | 2733 ! 2513 1 25935 ! 2552 ! 30817 ! 2.3687
iGoefFicient | 00001 ! 05493 | 0.026 ! 0,082 ! -0.0%2 ¢ -0.0000
i E0.77) b 0500 0810) L (0786) ! (2348 1 (-0.294)
| S k) i, 1 ] s o - i,

Besquare | 00137 1 00058 1 0.0150 ! 0.0142 ! 0.2068 ©  0.0020
{ . —

Mear 1993 |

Untercept | 24394 1 2370 1 2469 ! 22586 ! 27008 ! 21174
Coefficient ¢ -0.6616 | -0.6043 ! 0,093 ! -0.0108 | -0.0660 | 0,000
: D05 L (08 (LSS0 (061 | (3.8 b (0.7)

;,,,,,___,__,,_,,._,_‘_,_,____,_,,,,,_,“_,_l,_,,____,,__-__,_,,,,_,,_l_ —— vt e et 3 e o bt 1 e e e o e e 0 s s e | T,
Besquare | 00120 1 00067 | 0.053 L 0.0087 © 0.0 | 0.0017

-----------------------

-----------------------------------------------------------------

cont,
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N S o S A R O 9O O O A . S e e 0 o T e 0 8 B i o

-

particalars | GRAGR L NI OPLTR | U/Sdle | . PO/ | MG Size |
I__,_,,,__._,‘,,._,_‘,,,|,_,_,,___ o 0 0 R 00 0 B e i 8 5 e o 8 S O B 0 3 O 6 0 0 ]
Wear 1994 5 E
| S ] ————— - e 0 3 i 1A P 0 4 o 4 ot 9 2 20 0 51 9 ]
Tntercept L9823 L 2030 0 2051 ¢ L9%0 ! 2388 | L7543 |
Cosfficient | 0439 | 07511 ¢ -0.0318 ¢ -0.0107 | -0.0%¢ | 0,000 !
3 (052) L (0891 ! (LI (LAt (3400 (o)
et LT __-_:___ RS s o e ot vt o o o e b e e e v o s e o o 00t ¥ e om0 a2 0 2 e t
R-square 0.000 | 0.023 ! 0068 | o048 ! 0200 | 0.00m |
E?ear 1995 E
H —— - — e —— jo. |
Untercept L8665 ! L8W7 ! L9 ! .08 ! 2098 ¢ L6 |
Coofficient | 0,432 | 035 | 0003 L 003 | 0034 | -0.000 |
: GOS0 1 (0556 (-L0SB) ! (-LeM)™t ¢ (-3.480)* ! (-0.060) |
ib_ JU— t ¥ " { I3 v & v 2 1 e e o Ao t
esquare | 0.059 ! 0007 D 0.0 ! 001 1 02199 | 0.0001
Year 1996

t R .
ntercept LI06  LGME ' L7M5 ' L7905 ! 1976 ! 1626
itoefficient | -0.2190 | 030 ! -0.0M3 ¢ -0.0159 | -0.036  © -0.0000

: (026 ) (OB (04 (096 b (333 b (-0.064)

{ { ——— H ‘-_ I

i H H H

{R-square 0.0016 | 0.004 | 0.005 1 0.023 ! 0282 ! 0.0001

Wear 1997

e - - -] - T - - - T W . Y A e e O a0e mn e b S e e S WA T T e T e W At e e e e A e o

Untercept L2291 LAST ' LA ! 186 ! 212 ! 1.55%

itoefficient | 06557 | 052 ! -0.0287 | -0.0M0 | -0.056 ¢ -0.0000

: (06060 1 (0509) ! (-LO1) ! (LET P (2780 ! (0.3

R - el . :

R-square 0010 1 00009 ' 0.0 1 0087 02283 @ 0.0041

{ - 0 -

E?ear 1998

iintercept 0.9469 71,0864 i Loy VoL 71,9303 v 1,4708

CosfFicient § 11296 | L0031 1 -0.0414 1 -0.0807 ! -0.0M8 i -0.0000

: (L188) 1 (LO6D) ! (L0 ! (LIS D (At (-0.302)

Vo o | { _,: ,,,,, ,,_,,_: _,:’_._,_ ______ ]

{R-square 00515 L 0015 1 0.0M9 ! 04518 ! 0.818 ! 00035 !

| ORI R e e e 0 0 20 5 et b . e 4 A8 A S b 9 0 B0 1 B i

Year 1999 3

1. — -— - —— 1o e o o 0 0 o B 2 2 . o K e R e P S A ]

Untercept | L2500 L2624} LIS 20806} 19219 | 1416 |

\oefFicient | 0.3068 | 03600 ! 0031 1 0,059 ! -0.0%2 & -0.0000 |

! (0.298) 1 (0.3 (LIS L (2.5 b (RO ) (02%) |

- — ORI JUC— e | s v s e e o e ne et s o v e e | ¥ st e e s e o t
0003 ! 0.0046 1 0.0M84 1 0.3 L 0.262 ¢ 00019

- - w-—re —— - - R g - T ————

i

i

i R-square
* indicates significance at 1%, 5% and 10% levels respectively.

Xk kA%
'
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The t values are -1.162, -1.318, -0.911, -1.258,
0.106, -1.593, -0.839, -0.757, -1.019, -1.424, -1.065,
-0.294, 0.272, 0.371, -0.060, -0.064, -0.327, -0.302
and -0.225 respéctively. It is worth meéntioning here
that out of 19 years, negative significant impact is
found for only 3 years. For all other years the impact
of Average size on D/E ratio is found to be

insignificant.

Ii. LONG~-TERM DEBT TO TOTAL ASSETS RATIO:

Considering LTD/TA ratio as dependent variable,
and other six variables as independenf variables,
regressions are run for 19 years and results of

regression are presented on Table VI.26.
a. With GFA/TGA:

Considering GFA/TGA as independént t variable
linear regressions are run yearwise from 1981 to 1999.
As mentioned in preceding section, Searle is omitted
for 1982 and 1993, because these are the two years for
which observations are abnormal.- For all other years
Searle is included. Thus for the years 1982 and 1983,
Lhe LTD/TA ratio is computed for 44 companies and for
remaining years it is computed for 45 companies. From
the table it can be observed, R2? are found to be
0.3541, 0.2586, 0.2379, 0.0003," 0.1627, 0.2310,
0.2283, 0.3437, 0.3502, 0.4802, 0.4968, 0.3901,
0.4979, 0.4557, 0.2424, 0.1941, 0.3252, 0.2%934 and
0.2034 respectively. The highest R? is found to be
0.4979 for the year 1993 and the lowest éz is found to
be 0.0003 in the year 1984,
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The coefficients are 0.4684, 0.3626, 0.3231,
-0.0002, 0.2202, 0.2688, 0.2085, 0.3566, 0.2967,
0.3725, 0.4304, 0.3230, 0.3408, 0.3647, 0.3202,
0.3520;, 0.4248, 0.4193 and 0.2562 respectively. It is
important to note here that for 18 years under study,
coefficient is found to be positive. This means that

for all years as GFA/TGA increases, the LTD/TA ratio

increases.

The t wvalues are 4.855, 3.827, 3.621, -0.114,
2.891, 3.594,- 3.566, 4.746, 4.814, 6.302, 6.515,
5.244, 6.530, 5.100, 3.709, 3.218, 3.540, 3.286 and
2.577 respectively. It is worth mentioning here that
out of 19 years under study for 18 years, the impact
of GFA/TGA is significant. It is in line with trade

off theory for these years.
b. With NFA/TNA:

Considering the LTD/TA ratio to be a dependent
variable and NFA/TNA as independent variable linear
regressions are run yearwise from 1981-1999. From the
Table it can be observed that the values of R? are
0.5457, 0.3744, 0.3505, 0.4061, 0.3235, 0.2870,

0.2979, 0.2985, 0.4933, 0.6098, 0.6190, 0.4502,

0.4628, 0.4582, 0.2410, 0.2603, 0.3675, 0.3072 and
0.2481 respectively. The highest R? is found to be
0.6190 for the year 1981 and the lowest R? is found to
be 0.2410 for the year 1995, '

The coefficients are 0.5767, 0.4389, 0.3800,
0.3854, 0.3230, 0.3052, 0.2500, 0.3240, 0.3463,
0.4468, 0.4812, 0.3267, 0.3033, 0.3331, 0.2895,
0.4141, 0.4460, 0.4246 and 0.2857 respectively. It is

important to note here that for all vyears the
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coefficients are found to be positive. This means that
for all years as NFA/TNA increases, the LTD/TA ratio
_increases. The highest coefficient is found to be
0.5767 for the year 1981 and the lowest coefficient is
found to be 0.2500 for the year 1987.

The value of t are found to be 7.187, 5.014,
4.761, 5.423, 4.587, 4.160, 4.271, 4.278, 6.469,
8.197, 8.359, 5.934, 6.086, 6.030, 3.695, 3.890,
3.887, 3.395 and 2.929 respectively. It is worth
mentioning hete that for all years, NFA/TNA has
positive significant impact on LTD/TA. This is again

in line with trade off theory.
¢. With OPI/TGA:

Considering the LTD/TA ratio to be a dependent
variable and OPI/TGA as independent variable linear
regressions are run yearwise from 1981-1999. From the
Table it can be observed that values of R? are 0.0107,
0.0070, 0.0292, 0.0307, 0.0010, 0.0221, 0.0120,
0.0007, 0.0102, 0.0157, 0.0173, 0.0244,. 0.0359,
0.0689, 0.0001, 0.0066, 0.1634, 0.1866 and 0.2559
respectively. The highest RZ is found to be 0.2558 for

the year 1999 and the lowest R? is found to be 0.0001
for the year 1995.

The coefficients are -0.0024, -0.0019, ~O.6030,
-0.0026, -0.0004, 0.0018, 0.0012, -0.0004, =-0.0013,
-0.0016, -0.0027, -0.0019%, =-0.0020, —0.0032; -0.0002,
0.0020, -0.0069, -0.0098 and -0.0077 respectively. For
years 1981 to 1999, it is important to note here that

for 16 years the coefficient is found to be negative.
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The t wvalues are -0.680, -0.542, -0.124, -1.167,
-0.209, 0.987, 0.721, -0.170, -0.665, -0.827, -0.869,
-1.037, -1.265, -1.784, -0.058, 0.536, -2.253, -2.442
and -2.990 respectively. It is worth mentioning that
only for 4 years the impact of OPI/TGA is found to be
negative and significant on LTD/TA. It is in line with

pecking order theory.
d. With OPI/Sale:

Considering the LTD/TA ratio to be a dependent
variable and bPI/Sale as independent vériable linear
regressions are run yearwise from 1981-1999. From the
Table it can be observed that the values of R2? are
found to be 0.2797, 0.1322, 0.0799, 0.0935, 0.1793,
0.3165, 0.1228, 0.0606, 0.0274, 0.0062, 0.0825,
0.099%0, 0.0851, 0.0001, 0.0754, 0.1036, 0.0003, 0.0083
and 0.0782 respectively. The highest R? is found to be
0.3165 (1986) and the lowest R2? is found to be 0.0001
(1994) . 3

The coefficients are 0.0078, 0.0059, 0.0042,
0.0048, 0.0060, 0.0079, 0.0034, 0.0033, 0.0021,
0.0008, 0.6047, 0.0034, 6.0028, -0.0000, 0.0044,
0.0051, 0.0002, -0.0015 and -0.0039 respectively. It
is important to note that for 16ﬁf}ears the

coefficients are found to be positive.

The t values are 4.087, 2.530, 1.910, 2.106, 3.065,
4.462, 2.453, 1.666, 1.100, 0.519, 1.967, 2.173,
1.100, -0.056, 1.872, 2.229, 0.088, -0.467 and -1.485
respectively. It is worth mentioning here that out of
19 vyears, for 12 years OPI/Sale has positive
significant effect on LTD/TA. This is in line with

trade-off theory. For 1 year 1999 the impact is
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negative and significant. This is in line with pecking
order theory. For remaining years the impact of

OPI/Sale on LTD/TA ratio is found.to be insignificant.
e. With PBT/TNA:

Considering the LTD/TA ratio to be a dependent
variable and PBT/TNA as independent variable linear
regressions are run yearwise from 1981-1999. From the
Table it can be observed that the values of R? are
found to be 0.0314, 0.0368, 0.0129, 0.1256, 0.0510,
0.0006, 0.0044, 06.0214, 0.0310, 0.0877, 0.0646,
0.0322, 0.1019, 0.1773, 0.1353, 0.1078, 0.3993, 0.3985
and 0.5142 respectively. The highest R? is found to be
0.5142 for the year 1999 and the lowest R? is found to
be 0.0001 for the year 1986.

The coefficients are -0.0040, -0.0043, -0.0019,
-0.0052, -0.0024, -0.0002, -0.0007, 0.0006, -0.0020,
-0.0037, -0.0045, -0.0023, -0.0038, -0.0051, -0.0032,
—0.0933, ~-0.0106, -0.0083 and -0.0084 respectively. It
is important to note here that for '18 years the

coefficients are found to be negative.

The t value are -1.180, ~1.267, =0.740, -2.485,
-1.520, -0.159, -0.437, 0.283, =-1.173, -2.033,
~-1.724, ~1.197; -2.2009, -3.044, *2:593, ~2.279,
-4.157, =-4.150 and -5.246 respectively. Out of 19
years, negative significant dimpact is found for 11
years. This it is in line with pecking order theory.
For other years the impact of PBT/TNA on LTD/TA ratio

is found to be insignificant.
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VEARWISE SIMPLE REGRESSIONS OF LOMG-TERM DEBT TO TOTAL ASSETS RATIO ON VARIOUS EXPLANATORY VARIABLES

articulars | GFA/TGA | NA/TA 1 OPLTGA | OPI/Sale ! PBI/INA | AVG Size |
ear 1961 | i
Mntercept | 01105 ! -0.0029 ¢ 0365 ! 0.0085 ' 0.4 ! 0.1%66 !
iCoefficient | 04638 1 05767 1 -0.002 | 00078 | -0.0040 | -0.0000 !
! DA L (7480 1 (0680 ! (4.0 ! (L1 | (L) |
: : et me U e oot ool '
Resquare | OIS L 0547 L 0.0107 1 02797 ¢ 0.034 0 0028 |
! . - wor .‘_l
ear 1962 | :
ntercept | -0.067 ! -0.040 ! 04272 ! 0038 ! 0423 ! 0425
Cocfficient | 03626 | 04389 | -0.0019 | 0.0 | -0.0043 | -0.0000 !
: CO3ent (S0t (05 ! (250 ! (Lan ! (Lio) !
i t R S 13 ——— i - : v omam | o v v e e o e t
Resquare | 02586 0 0.3M4 0 0.000 ! 0432 ! 0.0%8 ¢ 0.0%81
i o s — ]
ifear 1983 | !
ntercept | 0042 | 0.027 1 8 | 0020 0.2 ! 01300
ttoefficient | 03231 1 03800 1 -0.0030 ! 0.0042 | 0,001 ! -0.0000 |
| P3G L (A0t D (002) D (LS b (0MD) | (-L78) !
: i [ i i ] i, o vmen b
Resqare | 0279 1 0355 | 0.0%2 1 0.0 1 0029 | 0.0m3
i | S ———— I e b
Wear 1980 | :'
Uatercept | 00081 ! -0.0289 ! 0360 ! 0.053 ! 0458 ! 0127 !
coefficient | -0,0002 | 03854 | -0.006 | 0.0048 | -0.0052 | -0.0000 !
! DOOIM) L (5 (LIS L (24060 L (DA% (1485t !
esquare | 0.0003 L 0.4060 1 0,007 1 0,035 ¢ 0.4% ! 0.048 !
ear 1985 | f
e e e vt e e e ¥ o e 1010 e e e e 7 P A 0 o S A 4 0 At S 0 S S RO ]
{
tIntercept ) -0.014% i -0.0184 10,0964 Vo007 R ALY v 0.1022 E
efficient | 0.2202 1 0230 1 -0.0004 ! 0.000 | -0.0024 . ! -0.0000 |
: U8t L (4B (0.209) P (3065) L (LB (LA
H H wra v | 2o 1 00 0 0 :. ______________ | | U 1 e e e e e ]
Resqare | 00627 0 0325 1 0.000 ! 0473 ¢ 0.0510 ' 0.0845 |
i ¥ - 50 2 0 St 8 25 2 S A 9 S e 98 0. A 4 b om 1
EYear 1936 S !
Untercept | -0.047 ! -0.012 @ 0.069 ! -0.0007 ! 0.08% ! 0.001 |
itoefficient | 0,268 ! 0,352 L 0.0018 | 0.0 ' -0.0002 | -0.0000 !
! DOt D CAI60* ) (098 ! (446 b (-0.159) 1 (-LAsg)rr |
| | I . i Ve - DU P e e e e o im e [ om0 o o vt o o e §
esqare | 0,230 L 02870 ] 0021 ! 0.3165 | 0.0006 ¢ 0.0493 |

--------

.....................................

.conty
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a1 1 0 R 4 0 o o o . O B g R .t o B S O A o 4 T i 0 0 2 e O 0 9

Warticulars | GPA/TGA | NFA/IMA | OPL/TEA ! OPL/Sale ! PBI/TMA ! AVG Size |
’.,_ 1 e et e e o o 8 40 2 o om0 o o 0 S e 0 8 P i e o e 0 0 5 8 3 B .0 i 0 8 0 ot ]
1Year 1987 E E
‘___-‘,_.,_."_l o e - - o 0 30 e 0O A S0 2 0 o B S B B S S B 0 2 P 0 B O t
Untercept | -0.023 ! -0.003 ! 0.0655 ¢ 0.047 ! 0.0888 ! 0.085 |
\Coefficient | 02085 | 0,250 | 0,002 | 0.003 | -0.0000 | -0.0000 |
: PO@RSE)t L ()t o (0T2) ! (Bt o0 b (0.0 !
; ¥ | . ———— b [ o~ | — eV e ———— o oo {
esquare | 02283 1 02999 0 0020 ) o128 ¢ 000 ! oo
3 b e e o e o 90 e . 0 50 B D B 2 B 098 P . 2 2 2 P B e 0 A B B e B 0 2 0 0 i
EYear 1988 E E
| SO b e am e e o e v o o o 0 2 0 B e o 2 9 - —-——— __.-_'
Untercept | 00783 ! -0.0190 ] 0.008 ! 0053 ! 0.085 ! 0095 !
itoefficient | 03566 | 0.340 1 -0.0004 | 0.008 % 0.0006 | -0.0000
| PO D (28 D 00 LG 1 (0.28) ] (0.813) !
] [} i JR— | e o b e o e s s e | e e e e e e v b i
lesquare | 0337 1 0295 | 0.0007 ' 0.0606 | 0.004 ! 0.010 |
] __l - - 10 30 0l 1.2 202 o B8 P B om0 e et P SO ]
t ] ]
Year 1989 | :
te P | - o ' - 22 e 2 e e e e 2t 20 2 2 7 0 [}
Mntercept | 00665 ! 00420 ! 00820 ! 0.0M0 ! 0.0865 ! 0.06%0 |
tocticient | 0,967 | 03463 1 0,003 ! 0002 ! -0.000 | -0.0000 !
: DB 1 (6469 1 (0.665) | (L100) b (L7 (0.7 !
H 13 H i H R | H ———
H i H

Resquare | 03502 0 04933 ' 0.0102 ! 0.024 b 0030 ! 0.0085 !
l____ . o, - o 3 20 2 R 15 0 9 0 1
] 3 ]
Year 1980 :
Untercept | 00877 | -0.0610 ! 0,099 ! 00680 ¢ 00072 ¢ 00801 |
Coefficient ¢ 0,375 | 04468 1 -0.0016 1 0.0008 | -0.007 1 -0.0000 |
: Vo630 (Bt ) (0.8 D (0519 L (2.08) 1 (-0.385) !
l_- H o et b 10 e e 0 10t | SO : _______________ : _______________ | T, \
‘Resquare ] 0.4802 ) 0.6098 ¢ 0.0557 ' 0.0062 ! 0.0877 1 0.0035 !
—— et - o 1 e e 8 A0 O 50 e B 0 T P A 0 v o0 :
Wear 1991 | :
| . i O |
H

Mntercept | -0,0963 ! 0,054 ! 0422 ' 0.0M4 ! 0133 ! 0.0972 |
Coefficient | 0.4304 | 04812 | 00027 ¢ 0.047 | -0.0045 | 0.0000 |
: bS5 1 (8.359)* ! (-0.869) ! (LIED* ¢ (L7 | (0.038) |
Y e vt o s e ¥ | —— ¥ - b __-,_l-________-__-__l_____.________.“,l
t ] 1 t 4 i {
hosquare | 0.49%8 L 0.6190 ! 00173 ! 0,085 | 0.0646 | 0.00003 |
S et :
Year 1992 ! )
1 ] ey o e - ______________________‘____‘:
Mntercept | -0.0530 ¢ 00161 ! Q435 ' 0080 ! 0412 ¢ 0.073 |
CoefFicient | 0,330 ! 03267 ! -0.0019 | 00034 ! -0.0023 ) 0,000 !
: VoGt 1 oMt L0 L (AT L (LA k(L5 )
¥ H —t - 1 i [P | PO S _,_:
Resquare | 03901 0 04502 0 0.0244 1 0,000 ! 0.0322 L 0.056 |
] : ——— - - ;
EYear 1993 | :
{ 1 v oo e s et o .t 2 N 70 — - o t
ntercept | -0.0435 ¢ 0.0089 ' 0133 ' 0.0 ! 0423 ! 00000 |
locficient | 03408 1 0,303 0 0,000 | 0.008 ¢ -0.008 | 0.0000
: LG50 L (6.086)* | (-L265) (LI00) b (2209 ! (2.965)* |
| I 1 - -t - o b e s v e e o e | :__ ______________ : _______________ :
esqare | 04975 1 04628 0 0,059 ! 0.051 | 04019 | 0697 !

.............

< 2 ot 00 0 i o

---------------------

coit,



TABLE ¥1.26 cont.

t
i
t

-------

-

articwlars | GFA/TGA | NEA/TEA ' OPI/TGA | OPI/Sale ! PBT/MA ! AVG Size
j o —— | O, - — - et e
1Year 1994 E
H —————} v e — - [ e —
H
Mtercept | 00670 | -0.043 ! 0138 ! 00909 ! 04500 ! 0.07%6
\Coefficient | 03647 1 0331 00032 L -0.0000 | -0.0050 | 0,000
: DOEA0 L (6030 L (LIBOM L (0.05) (04 | (.05
; ; ———— v e —— : - b e e e o e s B s st e o 0 e : ---------------
Resquare | 0557 L 04582 1 0,068 ! 0,000 | 0473 | 0.4785
ear 1995 |
Mntercept | 00372 L 00065 ! 0,067 ! 00557 {045 ! 0,088
toefficient 10,2202 | 0.2885 1 -0.0002 | 0,004 ! -0.0032 00000
; D09 L (G0 ! (0.058) | (LATM ! (15 1 (L7s)

- l_' ____:_ $ { R | ——
Besquare | 02424 1 02410 10,0000 ¢ 0.0%4 & 0433 ! 0.0687
i b e e e 0 e e e o i S 5 0 0 0 B .0 0 B . B 8058018 8 508 O 8 B 20 et 2 o P
EYear 1996 3
) | - ———
H
Mntercpt | 00284 1 00193 ' 0054 ' 0,063 ! 0628 ! 0.1148
efficient | 03520 1 OAML 1 00020 ! 0,050 | -0.003 | 0.0000
: POE28) 1 (B¢ ! (0.53) | .22 1 (220 1 (0.70)
esquare | 0AL D 02603 ! Q.00 ! 0403 ! 0408 1 0.0l
{ i —a— PR
Wear 1997 |
ntercept | 00585 ! -0.002 ! 0.200 ! 0190 ! 0.8 | 0.1064
CocFFicient | 0428 | 0.A%60 | -0.0069 1 0,002 ¢ -0.0106 ¢ 0.0000
: DOt D (38800 0 (.25 L (0.088) | (41D (1.043)
f,.---,,,,_,__,:_,____,, 1 H } H : v o s o
Resquare | 0322 L 0367 1 04634 ! 00003 ! 0393 1 0.0402
Year 1998 |
Untercept | -0.08%6 | -0.0M1 ! 0.480 ! 05 ! 02204 ! 0,125
iCoefficient | 0.4193 | 0.6 0 -0.008 ! -0.0015 | -0.003 !  0.0000
: LR85 1 (GU%5) (4% L (046 ! (IS0 | (0.53)

...... '-........_....-..-...._-:‘..... (RO .....-...;.. | IV s ot o

Resquare | 0293 03072 1 00066 | 0.0083 1 0.3%5 ! 0.0109
Near 1999 !
Mntercept | 00020 ! 00151 1 02051 ! 0.0600 ! 091 ! 01075
toefficient | 0.2562 | 0.2857 1 -0.0077 1 -0.000 | -0.0084 ! 0.0000
| COQET L (@I 1 (2990 1 (LSt L (5.216)° ! (0.464)
| I DRV :__. ______ Vo s onnww——— e o b e e 1 e e l,..“, - ] —
Resquare | 02030 1 02881 1 0.259 1 0.0%2 | 0542 ! 0.008
£ dndicates significance at 1%, 5% and 10% levels respectively.

20 s o o 0 20 O ot O Y Ot Y 7 B

(2]
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£f. With Average Size:

Considering the LTD/TA ratio to be a dependent
variable and Average size as independent variable
linear regressions are run yearwise from 1981-1999.
From the Table it can be observed that the values of
Rz are found to be 0.0298, 0.0281, 0.0703, 0.0488,
0.0445 0.0493, 0.0133 0.0190, 0.0085, 0.0035, 0.00003, -
0.0556, 0.1697, 0.1785, 0.0687, 0.0114, 0.0402, 0.0109
and 0.0082 respectively. The highest R? is found to be
0.1785 (1994) and the lowest R? 1s found to be 0.0000
(1991) . ‘

The coefficients are -0.0000, -0.0000, -~0.0000,
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, -0.0000,
-0.0000, 0.0000, 0.0000, 0.0000, 0.0000, 0.0000,
0.0000, 0.0000, 0.0000 and 0.00CO respectively. The

highest and lowest coefficients are 10.0000 for all

years.

The t values are found to be —1.150; -1.101,
-1.782, -1.485, -1.415, -1.494, -0.761, -0.913,
-0.273, -0.386, 0.038, 1.590, 2.965, 3.057, 1.781,
0.703, 1.043, 0.534 and 0.464 respectively. Out of 19
years, only for 4 years negative significant impact is
also found and the positive significant impact is also
found for only 4 years. Thus the contradictory
behaviour is observed. For other. years the impact of
Average size on LTD/TA ratio is founq to Dbe

insignificant.
IIT. TOTAL DEBT TO TOTAL ASSETS RATIO:

Considering TD/TA ratio as dependent variable and

other six variables as independent variables,
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regressions are run for 19 years and results are

presented in Table VI.27.
a. With GFA/TGA:

On running regression of TD/TA and GFA/TGA it 1is
observed that ‘the values of R? are 0.0707; 0.0573,
0.0205, 0.0073, 0.0498, 0.0748, 0.0993, 0.0041,
0.0113, 0.0227, 0.0134, 0.0728, 0.0246, 0.0038,
0.0016, 0.0243, 0.0553, 0.1108 and 0.0695
respectively. Fhe highest R* is found to be 0.1108 for
the year 1998 and the lowest R? is found to be 0.0016
in the year 1995

The coefficients are -0.2160, -0.2027, -0.1308,
0.0017, -0.2064, -0.2609, -0.2679, -0.0600, =-0.0775,
-0.1019, -0.0741, -0.2036, -0.1084, -0.0525, -0.0906,
0.1341, 0.2318, 0.3170 and 0.2194 respectively. It is
important to note here that for 14 years under study,

coefficient is found to be negative.

The t wvalues are -1.808, ~-1.616, -~0.948, 0.564,
-1.502, -1.864, -2.177, -0.423, -0.701, -1.000,
-0.765, -1.837, -1.042, -0.404, -0.710, 1.035, 1.233,
1.800 and 1.393. It is worth mentioning here that for
6 years, GFA/TGA is found to have negative significant
impact on TD/TA. This is in line with the findings of
Ferri and Jones. Also positive significant impaqt is

found for 2 years.
b. With NFA/TNA:

On running the regression of NFA/TNA on TD/TA it
is observed that values of R? are found to be 0.0146,

0.0077, 0.0000, 0.0055, 0.0113, 0.0455, 0.0299,
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0.0001, ©0.0017, 0.0005, 0.0041, 0.0851, 0.0328,
0.0137, 0.0109, 0.0367, 0.0479, 0.1072 and 0.0846
respectively. The highest R? 0.1072 (1998) and the
lowest R2? is 0.0000 for the year (1983).

The coefficients are -0.0974, ,“0‘0747’ 0.0007,
-0.0705, =-0.1015, -0.2073, =-0.1543, 0.0102, -0.0291,
-0.0157, -0.0409, -0.2073, -0.1154, -0.0912,
-0.0797, 0.1674, 0.2132, 0.3086 ;nd 0.2444
respectively. It is important to note here that out of
19 years under study, for 13 years the coefficients

are found to be negative.

The t wvalues are -~0.7%9, -0.577, 9.005, ~0.488,
-0.701, -1.432, . =-1.151, 0.073, -0.266, -0.143,
-0.420, -1.100, =-1.207,» -0.773, -0.689, 1.280, 1.144,
1.767 and 1.550 respectively. It is worth mentioning
here that only for 2 vyears, impact is positive and
significant. This is in line with trade off theory.
The negative significant impact is also found for 1
year. This is in line with the findings of Ferri and
Jones. For other years the impact of NFA/TNA on TD/TA

ratio was found to be insignificant.

c. With OPI/TGA:

On running regression of OPI/TGA on TD/TA, R? are
found to be 0.0807, 0.0094, 0.0419, 0.0667, 0.0418;
0.0008, 0.0100, 0.0725, 0.1405, 0.1415, 0.1304,
0.0067, 0.0170, 0.0423, 0.0203, 0.0028, 0.0102, 0.0340
and 0.0350 respectively. The highest R? is found to be
0.1415 for the year 1990 and the lowest R2 is found to
be 0.0008 fqr the year 1986.



The coefficients are ~0.0067, ~-0.0025, -0.0049,
-0.0060, -0.0042, -0.0006, -0.0021, -0.0060, -0.0069,
-0.0062, -0.0076, -0.0015, -0.0020, -0.0040, -0.0035,
0.0014, -0.0023, -0.0052 and —0.0042 respectively. It
is important to note here that for 18 years the

coefficients are found to be negative.

The t wvalues are -1.942, -0.640, -1.372, -1.754,
-1.369, -0.187, -0.660, -1.833, -2.651, -2.662,
-2.539, -0.537, -0.863, -1.379, -0.943, 0.347,
-0.519, -0.957 and -0.971 respectively. It is worth
mentioning here that out of 19 years, the impact of
OPI/TGA on TD/TA is found to be negative for 9 years.
This is in line with pecking order theory. For all
other years the impact of OPI/TGA on TD/TA ratio is

found to be insignificant.
4. With OPI/Sale:

On running the regression of TD/TA on OPI/Sale,
R? are 0.0496, 0.0105, 0.0506, 0.0249, 0.0256, 0.0072,
0.0023, 0.0105, 0.0858, 0,1040, 0.0429, 0.0464,
0.0141, 0.0263, 0.0093, 0.0006, 0.0350, 0.0793 and
0.1535 respectively. The highest R2 is found to be
0.1535 for the year 1999 and the lowest R? is found to
be 0.0006 for the year 1996.

The coefficients are -0.0034, -0.0020, -0.0046,
-0.0039, -0.0039, -0.0020, -0.0009, =-0.0021, -0.0055,
-0.0043, -0.0035, ~0.0034, -0.0016, -0.0013, -0.0020,
0.0004, -0.0033, -0.0056 and -0.0081 respectively. It
is important to note here that for 18 years fhe
coefficients are found to be negative. This means that

for all years except one as OPI/Sale increases, the

TD/TA ratioc decreases.

366
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The t values are -1.498, -0.678, -1.513, -1.048,
-1.062, -0.558, -0.312, 0.675, -2.009, -2.234, -1.388,
-1.446, -0.785, -1.078, -0.637, 1.555, -0.970, -1.49¢6
and -2.171 respectively. It is worth mentioning here
that out of 19 years, negative significant impact is
for 8 years. This is in 1line with pecking order
theory. Also positive significant effect is found for
1 year. This is not in line with trade-off theory. For
all other years the impact of OPI/Sale on TD/TA ratio

is found to be insignificant.
e. With PBT/TNA:

On running the regression of TD/TA on PBT/TNA, R?
are found to be 0.1114, 0.0222, 0.1391, 0.2081,
0.129¢, 0.024¢6, 0.0281, 0.1180, 0.2747, 0.24868,
0.2152, 0.0294, 0.0281, 0.0660, 0.1394, 0.3376,
0.1293, 0.2077 and 0.3045 respectively. The highest R?
is 0.3376 (1996) and the lowest R? is 0.0222 (1982).

The coefficients are -0.0078, -0.0038, -0.0088,
-0.0105, -0.0064, -0.0026, -0.0035, -0.0072, -0.0085,
-0.0079, -0.0086, -0.0032, -0.0029, -0.0049%, -0.0042,
-0.0064, -0.0080, -0.0074 and -0.0095 respectively. It
is important to note here that for all years the
coefficients are found to be negative. This implies
that for all years as PBT/TNA increases, the TD/TA

ratio decreases.

The t values are -2.321, -0.988, -2.636, -3.362,
-2.530, -1.041, -1.115, -2.399, -4.035, -3.753,
-3.434, -1.140, -1.115, -1.744, -2.639, -4.682,
—-1.965, -2.611 and -2.374 respectively. It is worth
mentioning here that out of 19 years, for 14 vears the

impact of PBT/TNA is found to be negative and
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YEARWISE SINPLE REGRESSIOHS OF YOTAL DEBT TO TOTAL ASSETS RATIO OM VARIOUS EXPLANATORY VARIABLES
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-

articulars | GFA/TGA | NRA/INA ' OPIATGA | OPIfSale | PBTATMA ! AV Size !
: ____________ | S JR— — o e 4 s e -9 20 0 o 0 o e e B B
ear 1981 | f
ool e '
tercept | 07307 ! 066 ! 076 ! 0671 ' 070667 ! 06519 !
itocfficlent | -0.2160 | -0.09M ! -0.0067 ! -0.003  © -0.0018 | -0.0000 !
! DL L (0.799) 1 (LM (LAt (a3t (13w
T s B S e e e |
Resquare | 00707 0.0146 ' 0.0807 ! 00496 ! 0014 ! .03 -
: | D - o —— —— e o e e o 2 23 B 3 oo 2 -0 9 02 5 9t o e e e |
Wear 1982 ! S
:__.._._,_-.,_.,-,l,.,-____,,_.,-___--_.-___,_____ - PR - o
Untercept | 01384 L 0.6604 ! 0.678 1 06670 ¢ 0.6%0 ! 0.6682 |
toefficient | -0.2027 | -0.0M7 1 -0.0025 | -0.0020 ¢ -0.00% | -0.000 !
: UOLEIE 1 (05T (0.600) ! (0.678) ! (-0.988) | (-1,539)r !
— et ) e e :
Besqare | 00573 1 00077 0 0.004 ! 00105 ! 0.022 ! 0052 |
e e M :
‘Vear 1983 ) !
b 1 - - 0t 0 e 0 0 e H
Untercept | 06964 1 0.631 ! 0.692 ! 0.4 ! 0712 ! 0651 !
toefficient | 01308 | 0.0000 | -0.0M9 | -0.004 § -0.008 | -0.0000 |
: D0.008) D (0005 ! (LIDMRL (LEIE 1 (L6 (1386
§ H | - bt PR | __!_.,, .,“,_’ H
Resqare | 0005 ¢ 0.000 | 00419 ! 00505 ! 04® | 008
ear 1981 | f
e oo
Untercpt | 0613 1 0645 ! 0.68%0 ! 0.6602 ! 0740 ! 0.6%0 |
tocficient | 0.0017 ! -0.0705 ! -0.0060 ! -0.0039 | -0.0105 ¢ -0.0000 |
: U056 ! (0.488) ) (LBOM (Lo ! (33 | (19y)
| S | S~ . e om om b e v o e e e L e e e oo e s 50 0 o e | |.‘_: ,,,,,,,,,,,,, H
Resquare | 00073 | 00085 ! 00667 | 0.049 | 0.2080 ¢ 0030 |
] | —— ot . ot 4 0 o i 0 24 5 P 48 0 o . 2 0. o . O ot o 80 3 9 v 80 G R O i [}
Wear 1985 | E
e T :
Untercept | 07020 | 0.6381 ! 0.6%3 ! 0.6482. ! 0.660 | 0.6087 |
toefficient | -0.2060 | <0075 | -0.0042 | -0.0038 ! -0.0064 ! -0.0000 !
! VLB L0700 ) (LISt (-LO6) ! (253 @ (0.38) !
: e epreeeet e oo — oot
fesqare | 0008 1 0.0U3 ! 0.0 | 0.0% 1 0426 ! 0.00% |
iYear 1986 E E
: ____________ | JER -—e —— N 90 1 . 0 . Wt ot 0 . B e . R 0 B0 i
ntercept | 0105 1 0663 ' 0.5%2 ! 0.6M6 ! 0.6158 ! 0.8 |
toeficient | -0.2609 | -0.2073 | -0.0006 ! -0.0020  -0.0026 | .00 |
! DLt L (LA D (08 (0558 | (L4  © (0.7
e - : : oo * =
hesquare 1 0.0M8 1 0085 | 0,008 | 00072 ) 0.026 ! 0013

e



T4BLE ¥1.27 cont,
Particulars | GFATGN | NFA/TMA | OPI/TGR | OPI/Sale | PBI/IMA ! AE Size
.---..-.-..-.....‘.».; - ————— e [P
{Year 1987 |
-——---.-..‘.-..:-..-........ -
ntercept | 0,083 ! 0.6M2 ! 0.602 ! 05881 ! 0.6070 ! 05685
iCoefficient | -0.2679 1 0.3 | -0.0021 | -0.0009 ! -0.00%5 | 0.0000
: D070 1 (LIS (0660 ! (0.312) ! (LIS 1 (0.667)
: ',__, ____; '_:_‘-_ e | e o ey o o e | B e e ———
Besquare | 00093 ! 0.02%9 ! 00100 ¢ 0.0023 | 0.0®1 1 0.0102
: | J— - -— e e 0 2 2tk 2 S
s Vear 1988 s
- e e
ntercept | 06220 ! 0504 ! 0.6645 ! 0.6168 ! 0.5 ! 0.5965
iCocfficient | 00600 | 0,012 1 -0,0060 | -0.0020 ¢ -0.0072 | -0.0000
! D-042) 1 (0.07) ! (L8R ! (065 | (239 ! (-0.198)
| —— ; - — : _______________ | SR 1 e e o 0 o s 0 o : ,,,,,,,,,,,,,,, b et e e e 090 i e
R-square | 000 ] 0.000 | 0.075 ! 0,005 ! 0180 | 0,009
1] | SV - —— e o 8200 2 B G 2 12 o S 4 0 0 A S B B S B e S At 5 B ot R
EYear 1989 E
| - : - e . e 0t 902 2 8 - e 0t ot i 1 2 1 B . P 0 e e 0 o
Untercept | 0636 ! 0.6089 ! 0.6819 ! 0.6586 ! 0.6%9 | 0.6116
Coefficient | -0.0M5 | -0.0291 ) -0.0068 | -0.0055 | -0.005 | -0.0000
i U000 (0.266) 0 (2650 (2,000 | (-.05)* | (-1.066)
t I___ .._'.-’ ren b ot s an e s 20 e e | -,__,. n mow o ovnn e a0 e e o 2 0 90 00 o
& 4 1]
Resqare | 0013 ! 00017 ! 0405 ! 0,058 | 0.7 | 0.0%58
| ST SO —— - o s 8 ot 2 9. . 7 b o
{ {
Wear 1998 |
1 wenan - - o -

i
Untercept | 06565 ! 06681 ! 0.6768 1 0.6560 ! 0.670 ! 0.6217
bacfficient | 00099 | -0.0157 ' -0.0082 ! -0.003 | -0.0009 ! -0.0000
: DOALO0D) (03 (266 ! (2230 1 (353 ! (-0.909)

: * : e e
esquace | 0,020 0 0.0005 | 0415 ! 01040 ! 0.2468 | 0,019
1] H P, ————
Year 1991 |
H i. —— o . —— o e et B e B e B -
ntercept | 06556 1 066 1 07075 ! 0.664 ! 0.6924 ) 0.6268
\Coefficient | -0.0741 | -0.0408 | 0,007 | -0.0%5 ! -0.0096 | -0.0000
! D065 ! (0200 (-5 (1383t L (3.430)° 1 (~0.456)
:_,,__,_‘____,,__|______,__,_,~____._|-,,_ R | IO U [ U : _______________
Wesquare | 0013 L 00041 ! 0304 L 00420 | 0.2152 ) 0.0048
Ve ot e e e o i3 v 2 o g - ——— - a1 W 3 . o e 0020 O
Wear 1997 |
1 e e e e s mrom i N e e st e e 4 v 0 20 o 0 2 o St 0 0 . 0 s b 0. B 09’ B0 B B B S o . o o P ot S0 0 1 A S
Mntercept | 0006 ! 0.673 ! 0.6261 ! 0.641 ! 0.6%8 | 0,604
Cosfficient | -0.2036 | 02073 ! -0.0015 ! -0.004 ! -0.002 | 0.0000
: UCLemt L L0005 L (Lae) | L) 1 (0.33)
L T | SRR | IO, | B | O 1 e o e 0 om0 F e e e s e 900

]
Resquare | 0078 | 00851 | 0.007 | 0.0461 L 00294 | 0.006
: ............ | J e s e Bt 2 e Bt 0 S B o S N o kO S
Wear 1993 !
Mntercept | 0.6466 ! 0.6362 | 0.6197 | 0.6155 ¢ 0.621 ! 0.5931
Coefficient | -0.1084 | 00150 0 -0.020 ! -0.006 § -0.0029 | 0.0000
: DL L (L2 (-0.863) ! (0.785) ! (-LIS) 1 (0.402)
4 t -t — Ve 1 o | | -
H t H

Resqare | 0.0M6 | 00328 1 0.0070 ! 0041 ! 0.081 ! 0.0045

-

cont,
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TABLE V1,27 cont,

e - v - - - ]- " - o 1 o - -

Particulars ¢ GFA/TBA ¢ NFA/TMA | OPI/TGA | OPI/Sale | PBI/THA ) AVG Size

i {

o 1 2

—— - . e 2200 A oo

1Year 1994

t

PR [

- P

i
1
3
t

0.6135

1

- ot

Mntercept 0508 ! 0508 053t 0.6180 ! 0.5615
Cooficient | 00525 | 00012 ! -0.0040 ! 00013 ! 00048

: (0400 1 (07 (LI (L0 L (LMt | (0.453)

13 U J o | - ] -t e vors Fow - ] —
{9-square 0003 | 0.017 ! 0013 L 0.0263 ! 0.0660 | 00048

et o - -

i
1
i
i
i
i
t
i
1
i
0.0000 |
i
1
1
¢
i
]
L]
i
i
i

t
Year 1995

- -

- - . 1 o T 20 D 0 O 100 0 ) o e o o e v

0.5735

o -

EYear 1998

—

EIMNth 0.3947 v 0,424 v 0.5920 Yoo 0,5988 ¢ 0,6149 ! 0.5295
Coefficient | 030 1 0,308 ! -0.0052 | -0.0056 | -0.0074 | 0,000
: (LO0)* § (LGN L (0.95) ! (LA ! (26 (0.14D)
t RO S, | JOT—. § e e o e e e 2 1 e e e ot 01 o e e ; _______________
{R-square 04108 ¢ 04072 1 0030 L 0073 1 0.207 ! 0.0008

P

1 -
¥
Year 1999

i Intercept 0.5913 70,5752 v 0.5882 H v D.6006 T 0.5483 E
\CefFicient | 0,006 | 0,097 | -0.0035 ! -0.0020 ! -0.002 ! 0.0000 !
: GO0 06 Y (0.98) 1 () b (nedt L (o)
| ..__._,_,_,,,._-.,__,__:_____,________-_l ; | T | O i
IR-square 0016 ! 0.0%9 ! 0003 ! 0.0 | 0434 ! 0.005 !
E?ear 1996 5
| —— - — -— -— o e 0 e 4 2 e B O B, P S 0 4 B 0 S 1 i H
!
ntercept 0.4%83 ! 0.985 1 05M32 ! 0552 ! 0,622 ! 05556 |
toefficient | 0.1 | 0467 ! 0.0014 | 00004 1 -0.0064 ) 0.0000 !
| (03) D (L280) ¢ (0347 1 (055 ! (-4.68)* ! o(0.07) |
",_ —— . | SO 13 E -t H e H
] i i H H
R-square 0023 1 0.0%7 ! 0.008 ! 00006 ¢ 0.33%6 | 00001 |
Wear 1997 ' !
Mntercept LASS o 04M7 ! 053 ¢ 05839 ! 061 ! 0.5M4 !
Ccfficient | 0,218 1 0.2 ! 00023 ! -0.00 ! -0.080 | -0.0000 !
: (L2 b (LA (018 D (0.97) ! (LI ! (-0.008)
H - 1 1 L ] —-———— i ____'_,_-_'___---i
H 1 § ] H H
R-square 00553 1 0.0479 ¢ 0012 b 0.0%0 ¢ 0423 ! 00000 |
¢ —-—— 1
H
H
H
t
'
i
i
H
i
H

o e — o 1 0 i e s 00 0 4 Y R B . S B B a2 e s e

t
]
i
t
¥
t
1
'
f
t
t
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¥
|
]
]
t
i
t
J
1
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t
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1
t
[}
i
1]
i
1}
i
]
¥
i
1
i
i
3
]
1
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1
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t
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i
1
i
i
1
H
]
i
H

]
Mntercept 04178 1 04280 ! 05628 ! 0.6084 ! 0.6040 ! 05040 !
toefficient | 0.2194 | 0.2444 1 -0.0042 ! -0.0080 | -0.0095 ! 0.0000 |
: (L3 0 (LSS0 ! (097 ! (20 L (33 ! (0.483) !
[ - - ‘___..,__,_,__,.._._.,‘..._.,-__,_____.,___‘.,_.,_,..,,,_.,,,_...._:..-,_..,_,_,,,_____..,,.:__,...,_-_._..,_,..-_:
'R-square 0.0095 | 0086 ! 0.0%0 ! 0155 ! 0.3M5 ! 0008 !
A dndicates significance at 12, 5% and 10% levels respectively.



significant. This is in line with pecking order
theory. For all other years the impact of PRT/TNA on

TD/TA ratio is insignificant.
f. With Average Size:

On running the TD/TA on Average size, R? are
found to be 0.0379, 0.0522, 0.0428, 0.0320, 0.0036,
0.0143, 0.0102, 0.0009, 0.0258, 0.0189, 0.0048,
0.0026, 0.0045, 0.0048, 0.0005, 0.0001, 0.0000, 0.0008
and 0.0089 rgspectively. The highest R? 1is 0.0428
{1983) and the‘lowest R? is 0.0000 (1997).

The coefficients are -0.0000, -0.0000,. -0.0000,
-0.0000, -0.0000, -0.0000, 0.0000, -0.0000, -0.0000,
-0.0000, -0.0000, 0.0000, 0.0000, 0.0000, 0.0000,
0.0000, =-0.0000, 0.0000 and 0.0000 respectively. The
highest and lowest coefficients are £0.0000 for all

years.

The t wvalues are -1.302, -1.539, -1.386, -1.193,
~0.394, -0.790, 0.667, -0.198, -1.066, -0.908, -0.456,
0.331, 0.442, 0.453, 0.145, 0.072, -0.008, 0.142 and
0.483 respectively. It is worth mentioning here that
out of 19 years, only for 3 years impact of Average
size on TD/TA is found to be negative and significant.
This is in line with the findings of Gupta''. For all

other 16 years the impact of Average size on TD/TA

ratio is found to be insignificant.
IvVv. TOTAL EQUITY TO TOTAL ASSETS RATIO:

Considering TE/TA ratio as dependent variable and

other six .variables as independent variables,
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regressions are run for 19 years and results are

presented in Table VI.Z28.
a. With GFA/TGA:

On running the regression of TE/TA on GFA/TGA, R?2
are found to be 0.0703, 0.0564, 0.0170, 0.0052,
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0.0467, 0.0910, 0.1603, 0.0522, 0.0315, 0.0169,
0.0050, 0.0313, 0.0213, 0.0028, 0.0038, 0.0285,

0.0757, 0.1310 and 0.0542 respectively. The highest R?
is found to be 0.1603 for the year 1987 and the lowest
R? is found to be 0.0028 in the year 1994

The coefficients are 0.2145, 0.2009, 0.1184,
-0.0014, 0.1822, 0.2835, 0.3354, 0.1926, 0.1210,
0.0812, 0.0425, 0.1139, 0.0900, 0.0383, 0.0483,
-0.1357, -0.2750, -0.3478 and -0.2309 respectively. It
is important to note here that out of 19 years under
study for 14 years, the coefficients are found to be
positive. This implies that for all years as GFA/TGA

increases, the TE/TA ratio increases.

The t wvalues are 1.803, 1.603, 0.863, -0.473,
1.452, 2.075, 2.865, 1.538, 1.183, 0.860, 0.466,
1.178, 0.966, 0.348, 0.403, -1.123, -1.459, -1.979 and
~-1.220. It is worth mentioning here that for 6 years,
impact 1is positive and significant. This is not in
line with trade-off theory. For 2 years the impact is
found to be negative and significant. This is in line
with trade-off theory. For all other years the impact
of GFA/TGA on TE/TA is found to be insignificant.

b. With NFA/TNA:

On running the regression of NFA/TNA on TE/TA, R?

are found to be 0.0148, 0.0072, 0.0003, O.OOOl,M
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0.0012, 0.0204, 0.0123, 0.0017, 0.0002, 0.0028,
0.0022, 0.0287, 0.0215, 0.0140, 0.0037, 0.0334,
0.0731, 0.1275 and 0.0634 respectively. The highest R?
is 0.1275 (1998) and the lowest R2 is 0.0001 (1984).

The coefficients are 0.0977, 0.0721, -~0.01589,
-0.0058, 0.0305, 0.1366,- 0.0977, 0.0034, -0.0083,
-0.0353, -0.0283, 0.1028, 0.0835, 0.0780, 0.0432,
-0.1493, ~-0.2668, -0.3396 and -0.2522 respectively. It
is.important to note here that out of 19 vears under
study, for 10 yvears the coefficients are positive.
This means that for these years as NFA/TNA increases,

the TE/TA ratio decreases.

The t values are 0.804, 0.558, =-0.119, -0.,039,
0.230, 0.946, 0.733, 0.269, -0.081, -0.349, -0.310,
1.128, 0.971, 0.782, 0.398, -1.219, -1.432, -1.949 and
~1.327 respectively. It is worth mentioning here that
only for 3 years, the impact is found to be negative
and significant. This is in 1line with trade-off
theory. For all other years the impact of NFA/TNA on .

TE/TA ratio is found to be insignificant.

c. With OPI/TGA:

On running the regression of TE/TA on OPI/TGA, R2
are found to be 0.0788, 0.0089, 0.0554, 0.1270,
0.0838, 0.0803, 0.0047, 0.0385, 0.1053, 0.1447,
0.1431, 0.0129, 0.0301, 0.0706, 0.03%6, 0.0001,
0.0091, 0.0444 and 0.0859 respectively. The ‘highest R?
is 0.1447 (1990) and the lowest R? is 0.0001 (1996);

‘'The coefficients are 0.0066, 0.0024, 0.0056,
0.0084, 0.0054, 0.0056, 0.0013, 0.0040, 0.0056,
0.0058, 0.0075, 0.0018, 0.0023, 0.0043, 0.0045,
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0.0003, 0.0022, 0.0060 and 0.0078 respectively. It is
important to note here that for all years the
coefficients are found to be positive. This implies
that for all years as OPI/TGA increases, the TE/TA

ratio increases.

The t wvalues are 1.918, 0.622, 1.587, 2.501,
1.983, 1.937, 0.452, 1.311, 2.250, 2.697, 2.680,
0.750, 1.156, 1.808, 1.332, 0.075, 0.489, 1.099 and
1.563 respectively. It is worth mentioning here that
out of 19 years, for 12 years OPI/TGA is found to be
positive and significant. This is in line with pecking
orde£4 theory. For all other years the impact of

OPI/TGA on TE/TA ratio is found to be insignificant.’
d. With OPI/Sale:

On running the regression of TD/TA on OPI/Sale,
R? are found to be 0.0484, 0.0104, 0.0597, 0.0314,
0.0005, 0.0028, 0.0047, 0.0032, 0.0456, 0.0862,
0.0288, 0.0086, 0.0002, 0.0476, 0.0432, 0.6020,
0.0297, 0.0817 and 0.1877 respectively. The highest R2
is 0.1877 (1999) and the lowest R? is 0.0002 (1993).

The coefficients are 0.0033, 0.0019, 0.0049,
0.0044, -0.0005, 0.0012, 0.0013, 0.0010, 0.0037,
0.003%, 0.0027, 0.0013, 0.0002, 0.0014, 0.0040,
0.0007, 0.0031, 0.0061 and 0.0106 respectively.

The t wvalues are 1.479, 0.673, l.§53, 1.181,
-0.1l46, 0.345, 0.452, 0.371, 1.433, 2.014, 1.129,
0.612, 0.096, 1.466, 1.394, 0.296, 0.892, 1.620 and
2.451 respectively. It is worth mentioning here that
out of 19 vyears, for 8 years positive significant

effect is found on TE/TA. This is in line with pecking



order. theory for these years. For all other years the
impact of OPI/Sale on TE/TA ratio is found to be

insignificant.
e. With PBT/TNA:

On running the regression of TE/TA on PBT/TNA, R?
are found to be 0.1071, 0.0191, 0.1562, 0.3128,
0.2849, 0.2799, 0.0897, 0.2136, 0.3399, 0.4706,
0.4133, 0.1713, 0.1654, 0.1822, 0.2603, 0.5048,
0.1889, 0.2494'and 0.3809 respectively. The highest R?
is 0.4706 (1996) and the lowest R? is 0.0191 (1982).

The coefficients are 0.0076, 0.0036, 0.0093,
0.0130, 0.0086, 0.0087, 0.0061, 00,0088, 0.0088,
0.0100, 0.0112, 0.0065, 0.0062, 0.0069, 0.0053,
0.0073, 0.0097, 0.0082 and 0.0127 respectively. It is
important to note here that for all years the
coefficient is found to be positive. This means that
for all years as PBT/TNA increases, the TE/TA ratio

increases.

The t values are 2.271, 0.916, 2.821, 4.424,
4,139, 4.088, 2.058, 3.417, 4.705, 6.183, 5.504,
2.981, 2.919, 3.095, 3.890, 6.621, 2.460, 2.939 and
4.000 respectively. It is worth mentioning here that
out of 19 years, for as many as 18 years the impact of
PBT/TNA is found to be positive and significant. This
implié€s that as PBT/TNA goes up TE/TA also goes up.
This explains why the profitable companieé need to

borrow less. Thus the findings is in line with pecking

order theory.
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TABLE - VI.28
YEARWISE SIHPLE REGRESSIONS OF TOTAL EQUITY TO TOTAL ASSETS RATIO ON VARIOUS EXPLANATORY VARIABLES
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f. With Average Size:

On running the regression sf TE/TA on Average
size, R? is 0.0360, 0.0457, 0.0249, 0.0160, 0.0004
0.0276, 0.0024, 0.00003, 0.0102, 0.0311, 0.0083,
0.0010, 0.0113, 0.0161, 0.0036, 0.0064, 0.0018, 0.0023
and 0.0051 respectively. The highest R? 1is 0.0457
(1982) and the lowest R? is 0.0003 (1988).

The coefficients are 0.0000, 0.0000,, 0.0000,
0.0000, -0.0000, 0.0000, 0.0000, 0.0000, 0.0000,
0.0000, 0.0006, -0.0000, -0.0000, -0.0000, -0.0000,
~0.0000, ~-0.0000, -0.0000 and —0.0000 respectively.-
The highest and lowest coefficients are #0.0000 for

all years.

The t values are 1.266, 1.434, 1.047, 0.837,
-0,131, 1.105, 0.324, 0.037, 0.667, 1.175, 0.662,
-0.210, -0.702, -0.839, -0.392, -0.526, -0.215,
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~-0.245 and -0.366 respectively. ft is worth mentioning -

here that out of 19 years, only for 1 year the impact
of TE/TA is found to be positive and significant. For
all other years the impact of Average size on TE/TA

ratio is found to be insignificant.
6.5 YEARWISE ANALYSIS:

MULTIPLE REGRESSIONS:

In the present section an year&ise multiple
regression analysis 1s carried out between :dependent
and independent variables stated in preceding section.
The purpose of running multiple regressions is to find
out the combined / joint effect of more than one

variables taken together on dependent variable.



I. DEBT-EQUITY RATIO:

a. With RUN 1:

Considering the D/E ratio to be a dependent
variable, and GFA/TGA and OPI/TGA as independent

380

variables linear regressions are run yearwise from

1981 to 1999. The results for the years 1981 to 1999
of the regressions are presented in Table VI.29. From
the Table it can be observed that on running the
regression of D/E on GFA/TGA and OPI/TGA, R? are
0.1417, 0.1860, 0.1129, 0.0835, 0.1961, 0.2564,
0.2888, 0.1552, 0.1548, 0.1898, 0.1830, 0.0396,
0.0844, 0.0977, 0.0361, 0.0054, 0.0578, 0.1181 and

0.0493 respectively. Ez are found to be 0.1008,
0.1400, 0.069¢, 0.0398, 0.1578, 0.2210, 0.2550,

0.1150, 0.1146, 0.1513, 0.1441, -0.0061, 0.0408,
0.0547, -0.0099, -0.0420, -0.0177, 0.0475, and ~-0.0267

respectively. The highest R? is found to be 0.2550

—

for the year 1987 and the lowest R?2 is -0.0420
{19%6).

The coefficients of GFA/TGA are -2.5576, -3.8702,
-2.2370, 0.0056, -3.0252, -3.6420, -3.6737, -2.1895,
-1.5090, -1.8742, -1.3212, -1.2536, -1.0529, -1.0667,
-0.5380, -0.1604, 0.7850, 0.9792 and 0.1598
respectively. The t wvalues are found to be -1.100,
~-2.985, -1.730, 0.180, -2.968, -3.687, -4.027, ~-2.310,
-1.834, -2.134, ~1.459, -1.038, —1.188,, ~1.235,
-0.618, -0.187, 0.724, 1.040 and 0.155 respectively.
It is worth mentioning here that out of 19 years for 9
years the impact of GFA/TGA on D/E is found to be
negative and significant. This is not in line with

trade-off theory.



The coefficients of OPI/TGA are -0.1691, -0.0297,
-0.0632, -0.0720, -0.0411, -0.0331, -0.0391, -0.0447,
-0.0496, -0.0555, -0.0861, -0.0309, -0.0348, -0.0403,
-0.0288, -0.0104, -0.0267, -0.0381, and -0.0306. The t
values are -2.49%0, -0.728, -1.826, -1.954, -1.818,
-1.580, -1.740, -1.961, -2.3%0, -2.577, -2.871,
-1.065, -1.810, -2.062, -1.147, -0.398, -1.077, -1.374
and -1.099 respectively. It is worth mentioning here
that out of 19 years under study, negative significant
impact is found for 12 years. This is in line with

pecking order theory.

The F value are 3.467, 4.499, 2.608, 1.913,
5.123, 1.913, 5.123, 7.242, 8.528, 3.859, 3.847,
4.921, 4.703, 0.867, 1.935, 2.274, 0.785, 0.113,
0.765, 1.674 and 0.649. Out of 19 years under study,
significant F value is found for 10 years. This tends
to suggest that for 10 years the model fits well with

these two variables.

b. With RUN 2:

On running the multiple regression of D/E on
GFA/TGA, OPI/TGA and Average size it is observed that,
R? are 0.1740, 0.1883, 0.1277, 0.1378, 0.1962, 0.2875,
0.2870, 0.1697, 0.1787, 0.2493, 0.2079, 0.0412,
0.0862, 0.0996, 0.03%92, 0.005¢, 0.0645, 0.1265 and

0.0529 respectively. Ez are found to be 0.1136,

0.1285, 0.0623, 0.0747, 0.1374, 0.2353; 0.2455,
0.1090, 0.1186, 0.1943, 0.1499, -0.0290, 0.0193,
0.0338, ~-0.0311, -0.0671, -0.0524, 0.0173 and -0.0655
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respectively. The highest R?2? is 0.2550 (1987) and the

lowest R2 is -0.0420 (1996).
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The coefficients of GFA/TGA are -1.8639, -3.6224,
-1.9806, 0.0015, -3.0248, -3.4008, -3.6105, -2.1350,
-1.4351, -1.7706, -1.1541, -1.1878, -1.1175, -1.1349,
~0.6268, -0.1765, 0.9237, 1.1132 © and 0.2234‘
respectively. It is important to note here that out of
19 years under study, for 15 years the coefficients
are found to be negative. The t wvalues are -0.786,
~2.673, -1.484, 0.048, -2.932, -3.417, -3.,914, -2.240,
~1.742, ~-2.065, -1.262, -0.952, -1.210, -1.257,
-0.688, -0.201, 0.802, 1.118 and 0.208 respectively.
It is worth mentioning here that negative significant
impact is found for only 8 years. Again this is not iﬂ

line with trade-off theory.

The coefficients of OPI/TGA are -0.1763,
-0.0324, ~0.0665, -0.0806, -0.0413, -0.0371, -0.0406,
-0.0468, -0.0509, -0.0608, -0.0879, -0.0319, -0.0341,
-0.03%4, ~-0.0314, -0.0113, -0.0257, -0.0363 and
-0.0307. It is important to note here that out of 19
years under study, for all years the coefficients are
negative. The t wvalues are -2.604, -0.786, ~-1.902,
~-2.205, -1.783, -1.770, -1.788, -2.034, -2.453,
~2.871, ~-2.935, -1.079, -1.740, -1.978, -1.192z,
-0.408, -1.011, -1.279 and -1.082 reépectively. It is
worth mentioning here that out of 19 years under
study, negative significant impact is found for 12

years. This is in line with pecking order theory.

Similarly the coefficients of Average:size are
-0.0001, -0.0000, -0.0000, -0.0000, -0.0000, -0.0000,
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, -0.0000,
0.0000, 0.0000, 0.0000, 0.0000, =-0.0000, -0.0000, and
-0.0000 respectively. The highest and lowest
coefficients are 0.0000 and -0.0001 respectively. The



t values are -1.266, =-0.679, -0.824, -1.607, -0.068,
-1.336, -0.690, -0.846, -1.091, =-1.802, -1.135,
-0.25%9, 0.287, 0.297, 0.369, 0.108, -0.420, -0.480 and
~0.298 respectively. It is worth mentioning here that
out of 19 years, negative significant impact is for

only 3 years.

The F values are 2.879, 3.113, 1.951, 2.184,
3.336, 5.514, 5.773, 2.7%4, 2.973, 4.538, 3.58¢,
0.587, 1.289, 1.512, 0.558, 0.078, 0.552, 1.158, and
0.446., It is+-worth mentioning here that out of 19
years under study, significant F value is found only
for 8 vyears. This tends to suggest that for these 8

years model with these 3 variables fits well.

¢. With RUN 3:

On running the regression of D/E ratio on
GFA/TGA, OPI/Sale and Average size, it can be observed
that R? are 0.1140, 0.1843, 0.0857, 0.0406, 0.1374,
0.2346, 0.2425, 0.0871, 0.0853, 0.1599, 0.0658,
0.0212, 0.0240, 0.05%0, 0.0665, 0.0312, 0.1703, 0.3095
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and 0.2389 respectively. The values of R? are 0.0492, .

0.1231, 0.0171, -0.0296, 0.0743, 0.1786, 0.1870,
0.0203, 0.0184, 0.0984, -0.0026, =-0.0505, -0.0474,
-0.009%%9, -0.0018, -0.0397, 0.0666, 0.2232 and 0.1437

respectively. The highest R2? is 0.2232 (1998) and the

lowest RZ is -0.0510 {1992).

The coefficients of GFA/TGA aré 1.6167, -3.9113,
-0.77%2, 0.0007, -2.6758, -3.2314, -3.,3026, -1.7088,
-0.8243, -1.2130, -0.3893, -0.6534, ~O;6793, -0.5558,
0.3447, 0.3991, 1.7727, 2.0228 and 0.7163
respectively. The t values are 0.553, -2.590, -0.531,
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0.022, -2.549, -3.042, -3.463, -1.661, -0.935,
-1.333, -0.364, -0.508, 0.706, -0.631, 0.341, 0.390,
1.510, 2.222 and 0.743 respectively. It 1is worth
mentioning here that negative significant impact is
found for 6 years. Also positive significant t value
is found for 2 years. This is in line with trade-off
theory. For all other years the impact of GFA/?EA on

D/E ratio is found to be insignificant.

The coefficients of OPI/Sale are found to be
-0.1005, 0.0201, -0.0397, -0.0190, 0.0112, 0.0077,
0.0026, -0.0051, -0.0258, -0.0311, -0.0304, -0.0145,
-0.0089,- ~0.0108, -0.0425, -0.0263, -0.0483, -0.0596
and -0.0658. The t values are -1.883, 0.608, -1.270,
-0.467, 0.410, 0.285, 0.120, -0.223, -1.103, -1.733,
-1.034, -0.548, -0.471, -1.404, -1.631, -1.120,
-2.052, =-2.903 and -2.706 respectively. It is worth
mentioning here that out of 19 years under study,
negative significant impact is found for 7 years only.
This is in 1line with pecking order theory. For all
other‘years the impact of OPI/Sale on D/E is found to

be insignificant.

Similarly the coefficients of Average size are
-0.0001, -0.0000, -0.0000, =-0.0000, 0.0000, -0.0000;
-0.0000, -0.0000, -0.0000, -0.0000, ~0.COOO, —0.0006,
0.0000, 0.0000, 0.0000, 0.0000, 0.0000, 0.0000 and
0.0000 respectively. The highest and lowest
coefficients are 0.0000 and -0.0001. The t values are
-1.418, -0.451, -0.769, -1.254, 0.258, -1.018, -0.514,
-0.555, -0.613, -1.257, -0.599, -0.073, 0.540, 0.639,
0.557, 0.561, 0.383, 0.440 and 0.383 respectively. Out

of 19 years, negative significant impact is found for



only 1 year. For all other years the impact of Average

size on D/E ratio is found to be insignificant.

The F values are found to be 1.759, 3.012, 1.2489,
0.578, 2.176, 4.189, 4.374, 1.304, 1.275, 2.601,
0.963, 0.296, 0.366, 0.857, 0.974, 0.440, 1.642, 3.586
and 2.510. Here out of 19 years wunder study,
significant F value is found only for 4 years. This
tends to suggest that only for 4 years the model with

these variables fits well.

d. With RUN 4:

Considering the D/E ratio to be a dependent
variable, and GFA/TGA, OPI/TGA, OPI/Sale and Average
size as independent variables linear regressions are
run yearwise from 1981 to 1999. The results for the
years 1981 to 1999 of the regressions are presented in
Table VI.29. From the Table it can be observed that R?2
are 5.1751, 0.2594, 0.1286, 0.1723, 0.2898, 0.3823,
0.3810, 0.2332, 0.1845, 0.2610, 0.2210, 0.0468,
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0.1525, 0.1028, 0.0674, 0.0350, 0.1792, 0.3190 and-

0.2469 respectively. EZ are found to be 0.0%27,
0.1834, 0.0393, 0.0896, 0.2188, 0.3206, 0.3191,
0.1565, 0.1029, 0.1871, 0.1431, -0.0485, 0;0677,
0.0131, -0.0259, -0.0615, 0.0365, 0.2005 and 0.115%

respectively. The highest R2 is found to be 0.3206

(1986) and the lowest R?2 1is found to be -0.0615
(1996) . ' ’

The coefficients of GFA/TGA are found to be
-1.3228, -5.8883, =-2.2233, -0.0027, -3.7822, -4.7378,
-4,6215, -3.2007, -1.6476, -2.0661, -1.6215, -1.6871,
-2.3015, -1.0502, 0.2257, 0.5317, 1.9409, 2.2409 and



0.8393 respectively. The t values are —6.398, -3.338,
~1.245, -0.088, -3.652, -4.,378, -4,726, -2.918,
-1.787, ~-2.203, -1.501, -1.038, -2.051, -1.117, 0.185,
0.489, 1.566, 2.238 and 0.831 respectively. It is
worth mentioning here that negative significant impact
is found for 9 years. This is contradictory to trade-
off theory. The positive significant impact is found
for 2 years. This is in line with trade-off theory.
This 'is very surprising that contradicting impact of

the same variable is found for different years.

The coefficients of OPI/TGA are -0.1613,
~-0.1223, -0.0750, -0.1219, -0.0871, -0.0893, -0.097s6,
-0.0889, ~—~0.0602, -0.0838, -0,1067, -~0.0507, -0.0847,
~0.0342, -0.0067, 0.0142, 0.0170, 0.0189 and 0.0159.
The t values are -1.722, -1.988, -1.387, -2.523,
-2.930, -3.093, -2.991, -2.760, -2.205, -2.340,
-2.823, -1.038, -2.462, -1.398, -0.193, 0.395, 0.499,
0.564 and 0.495 respectively. It is worth mentioning
here that out of 19 vyears under study, negative
significant impact is found for 12 years. This is in

line with pecking order theory.

The coefficients of OPI/Sale are -0.0167, 0.0943,
0.00098, 0.0659, 0.07890, 0.0858, 0.0694, 0.0557,
0.0155, 0.0228, 0.0281, 0.0210, 0.0563, -0.0035,
~0.0381, - -0.0341, -0.0600, -0.0695 and -0.0748. The t
values are -0.235, 1.921, 0.208, 1.292, 2.296, 2.479,
2.329, 1.819, 0.532, 0.797, 0.821, 0.486, 1.768,
-0.378, -1.099, -1.103, -1.793, -2.550 and -2.434
respectively. It is worth mentioning here that out of
19 years under study, negative significant impact is
found for 6 years. This is in line with pecking order

theory.
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Similarly the coefficients of Avefage size are
-0.0001, -0.0000, -0.0000, -0.0000, -0.0000, ~0.000Q,
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, -0.0000,
-0.0000, 0.0000, 0.0C0C, 0.0000, 0.00006, 0.0000 and
0.0000 respectively. The highest . and lowest
coefficients are 0.0000 and -0.0001 respectively. The
values of t are found to be -1.272, -0.238, -0.794,
-1.686, -0.096, -1.425, -1.360, ~1.445, -1.199,
-1.938, -1.350, -0.378, -0.356, 0.349, 0.564,
0.589, 0.503, 0.521 and 0.467 respectively. Only for 1
year Average” size is found to have positive

significant effect.

The F value are 4.963, 3.7%90, 1.439, 2.082,
4.080, 6.190, 6.154, 3.041, 27262, 3.532, 2.837,
0.4%91, 1.799, 1.146, 0.723, 0.362, 1.255, 2.693 and
1.845. It is worth mentioning here that out of 19

’years under study, significant F value is found only
for 7 years, indicating thereby the good explanatory

power of four variables for changes in D/E ratio.

e. With RUN 5:

Considering the D/E ratio to be a dependent
variable, and NFA/TNA and PBT/TNA as independent
variables linear regressions are run yearWise from
1981 to 1999. The results for the years 1981 to 1999
of the regressions are presented in Table VI.29. From
the Table it can be observed that R2? are 0.0079,
0.0995, 0.2118, 0.1965, 0.2376, 0.2264, 0.1698,
0.2654, 0.3345, 0.4427, 0.4403, 0.2609, 0.2976,
0.3955, 0.2921, 0.2486, 0.2305, 0.2818 and 0.2877

respectively. Ez are found to be -0.0393, 0.0556,
0.1738, 0.1582, 0.2013, 0.1895, 0.1302, 0.2304,



0.3028, 0.4162, 0.413s, 0.2257, 0.2642, 0.3667,
0.2590, 0.2128, 0.1689, 0.2243 and 0.2308

respectively. The highest Ez is 0.4162 (19905 and the

lowest R? is -0.0393 (1981).

The coefficients of NFA/TNA are found to be
-0.6528, =-2.6218, -1.2014, -0.1481, -2.1092, -2.541¢,
-2.3101, ~-1.4360, -0.9362, -1.7115, -1.5403, -1.7734,
-1.6810, -2.3777, -1.4976, -1.2532, -0.1897, 0.0188
and -0.8459 {espectively. The t wvalues are -0.260,
-1.905, -1.010, -0.104, -2.074, -2.492, -2.182,
-1.633, -1.289, -2.143, ~-1.980, -1.753, -2.288,
-3.485, =~2.080, -1.557, =-0.190, 0.021 aﬂd -0.869
respectively., It is worth mentioning here that
negative sgignificant impact is found for 11 years.
This 4is not in line with trade-off theory. For all
other years the impact of NFA/TNA on D/E ratio is

found to be insignificant.

The coefficients of PBT/TNA are -0.0406, -0.0485,
-0.1015, -0.1101, -0.0620, -0.0486, -0.0620, -0.0786,
~-0.0752, -0.1010, -0.1294, -0.0998, -0.0808, -0.0859,
-0.0432, -0.0376, -0.0608, -0.0447 and -0.0630
respectively. The t values are -0.558, -1.192, -3.296,
-3.1%90, -3.295, -2.787, -2.514, -3.849, —4.590, 5.748,
-5.739, -3.807, -4.098, -5.092, -4.118, -3.724,
-2.677, =~2.8%2 and ~3.152 respectively. It is worth
mentioning here that out of 19 years under study,
negative significant impact is found for as many as 17
years. This is in line with pecking order theory. Only
for two years the impact of PBT/TNA on D/E ratic is

found to be insignificant.
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The F values are 0.168, 2.265, 5.509, 5.134,
6.546, 6.145, 4,294, 7.586, 10.553, 16.684, 16.517,
7.412, 8.898, 13.738, 8.691, 6.947, 3.743, 4.904 and
5.050. It is worth mentioning here that out of 19
years under study, significant F value is found for 17
years, indicating thereby the significant dependence
of D/E ratio on independent variables NFA/TNA and
PBT/TNA.

£f. With RUN 6:

Considering the D/E ratio to be a dependent
variable, and NFA/TNA, PBT/TNA and Average size as
independent variables 1linear regressions are run
yearwise from 1981 to 1989. The results for the years
1981 to 1999 of the regressions are presented in Table
VI.29. From the Table it can be observed that R? are
0.0375, 0.1179, 0.2321, 0.2472, 0.2378, 0.2714,
0.1834, 0.2835, 0.3576, 0.4860, 0.4612, 0.2609,
0.3057, °0.4275, 0.2965, 0.2503, 0.2334, 0.2862 and

.2886 respectively. R? are -0.0330, 0.0518, 0.1746,

.4484, 0.4217, 0.2068, 0.2549, 0.3856, 0.2450,

0
0.1%21, o0.1820, 0.2181, 0.1236, 0.2310, 0.3106,
0
0.1954, 0.1375, 0.1970 and 0.1997 respectively. The

highest R2 is 0.4484 (1990) and the lowest R2 is
~0.0330 (1981).

The coefficients of NFA/TNA are found to be
-0.3621, -2.3417, -0.9780, 0.1370, -2.1057; =~2.4025,
-2.2618, -1.4258, -0.8887, -1.6294, -1.3868, -1.7734,
~1.8287, -2,7802, -1.6079, -1.3237, -0.0656 0.1551 and
~0.9013 respectively. It is important to note here
that out of 19 years under study, for 17 years the

coefficient is found to be negative. The t values are



-0.144, -1.658, ~-0.810, 0.097, -2.045, ~-2.389,
-2.125, -1.622, -1.228, -2.096, —1:774, ~1.681,
-2.376, -3.846, -2.105, -1.565, -0.060, 0.158 and
~0.862 respectively. It is worth mentioning here that
negative significant impact 1s found for 11 years.
Again this is not in line with trade-off theory. For
all other years the impact of NFA/TNA on D/E ratio is

found to be insignificant.

The coefficients of PBT/TNA are -0.0396, -0.0458,
-0.1022, ~0.1138, -0.0621, -0.0486, -0.0621, -0.079%4,
-0.0752, =-0.1010, -0.1289, -0.0998, -0.0810, -0.0883,
-0.0436, -0.0379, ~-0.0600, -0.0439 and -0.0636. The t
values are ~0.546, -~1.122, -3.323, -3.358, -3.252,
-2.839, -2.509, -3.881, -4,616, -5.912, ~5.7585,
-3.756, -4.083, -5.290, -4.104, -3.697, -2.577, -2.760
and =3.072 respectively. It is worth mentioning here
that out of 19 years under study, negative significant
impact is found for as many as 17 years. This is in

line with pecking order theory.

Similarly the coefficients of Average size are
-0.0001, -0.0000, =~0.0000, -0.0000, -0.0000, ~0.0000,
~0.0600, -0.0000, -0.0000, -0.0000, -0.0000, -0.0000,
0.0000; 0.00006, 0.0000, 0.0000, -0.0000, -0.0000 and
0.0000 respectively. The highest and lowest
coefficients are 0.0000 and -0.0001 respectively. The
t values are -1.121, -0.914, -1.029, -1.663, -0.098,
-1.591, -0.826, -1.018, -1.217, -1.859, -1.261,
~-0.00004, 0.692, 1.513, 0.468, 0.306, -0.302, -0.386
and 0.169 respectively. It is worth mentioning here
that out of 19 years, negative significant impact is
for only 3 years and positive significant impact 1is

for only 1 year. For all other 15 years the impact of
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Average size on D/E ratio was found to Dbe

insignificant.

The F values are 0.532, 1.782, 4.031, 4.488,
4.264, 5.090, 3.068, 5.407, 7.609, 12,924, 11.496,
4,824, 6,018, 10.203, 5.759, 4.563, 2.435, 3.207 and
3.245, It is worth mentioning here that out of 19
years under study, significant F value is found for 15
years. This tends to suggest that for 15 years the
selected model fits well for explaining changes in
D/E. *

g. With RUN 7:

Considering the D/E ratio to be a dependent
variable, and NFA/TNA, OPI/Sale and Average size as
independent variables linear regressions are run
yearwise from 1981 to 1999. ‘The results for the years

1981 to 1999 of the regressions are presented in Table

VI.29. From the Table it can be observed that R? are

0.1545, 0.0917, 0.0877, 0.0555, 0.0463, 0.1291,
0.0580, 0.0274, 0.0696, 0.1235, 0.0701, 0.0156,
0.0264, 0.0803, 0.0661, 0.0359, 0.1570, 0.3044 and

0.2450 respectively. R? are 0.0926, 0.0235, 0.0192,
-0.0137, -0.0235, 0.0654, -0.0110, -0.0438, 0.0015,
0.0594, 0.0020, -0.0564, -0.0448, 0.0130, =-0.0022,
-0.0346, 0.0516, 0.2174 and 0.1506 respectively. The

highest R2? is found to be 0.2174 for the year 1998

and the lowest RZ? is found to be -0.0564 for the year
1992.

Similarly the coefficients of NFA/TNA are 4.5081,
-0.3468, 0.8845 1.4712, -1.6356, -2.1100, -1.4628,
-0.2806, 0.3675, 0.0360, 0.6258, -0.1970, ~0.7138,
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-0.9438, 0.2969, 0.6355, 1.6145, 2.0194 and 0.8560
respectively. It is important to note here that out of
19 years under study, for 10 years the coefficients
are found to be positive. The t values are 1.511,
-1.395, 0.609, 0.803, -1.400, -1.778, -1.270, -0.269,
0.408, 0.036, 0.568, -0.157, -0.775, -1.165, 0.313,
0.594, 1.366, 2.173 and 0.867 respectively. It is
worth mentioning here that negative significant impact
is found for 4 years and positive significant impact
is féund for 2 vyears. The latter is in line with
trade-off thegry. For all other years the impact of
NFA/TNA on D/E ratio is found to be insignificant. It
is wvery important to note here that the impact of one

factor is contradictory for different years.

The coefficients of OPI/Sale are -0.1379, 0.0095,
-0.0552, -0.0384, 0.0138, 0.0062, -0.0008, -0.0143,
-0.0346, -0.0348, -0.0424, -0.0169, -0.0068, -0.0106,
-0.0424, -0.0294, -0.0461, -0.0601 and -0.0665. The t
values are -2.452, 0.258, -1.720, -0.817, 0.465,
0.212, -0.031, -0.598, -1.421, -1.880, -1.397, ;0;614,
-0.353, -1.394, -1.606, -1.228, -1.966, -2.905 and
—-2.740 respectively. Out of 19 vyears under study,

negative  significant impact is found for 10 years.

This 1s in line with pecking order theory. Also

positive significant impact is found for 1 year. This

is in line with trade-off theory.

Similarly the coefficients of Average’ size are
-0.0001, -0.0000, -0.0000, -0.0000, 0.0000, -0.0000,
-0.0000, =-0.0000, -0.0000, -0.0000, -0.0000, -0.0000,
0.0000, 0.0000, 0.0000, 0.0000, 0.0000, 0.0000 and
0.0000 respectively. The highest and lowest
coefficients are 0.0000 and -0.0001 respectively. The



values of t are ~-1.595, -0.898, -1.079, -1.399,
0.226, -1.428, -0.745, -0.599, -0.619, -1.338, -0.625,
-0.152, 0.558, 0.864, 0.532, 0.570, 0.278, 0.298 and
0.303 respectively. It is worth mentioning here that
out of 19 years, negative significant impact is found
only for 4 years. For all other years the impact of
Average size on D/E ratio is found to Dbe

insignificant.

The F values are 2.497, 1.345, 1.281, 0.802,
0.663, 2.025p 0.841, 0.385, 1.022, 1.926, 1.030,
0.217, 0.371, 1.193, 0.968, 0.509, 1.490, 3.500 and
2.596, It is worth mentioning here that out of 19
years under study, significant F wvalue is found only
for 1 year. This tends to suggest that only for 1 year
the model fits well.

h. With RUN 8:

Considering the D/E ratio to be a dependent
variable, and NFA/TNA, PBT/TNA, OPI/Sale and Average
size as independent variables linear regressions are
run yearwise from 1981 to 1999. The results for the
years 1981 to 1999 of the regressions are presented in
Table VI.29. From the Table it can be observed that R?
are 0.1658, 0.1330, 0.2321, 0.2665, 0.3415, 0.3473,
0.2360, 0.3296, 0.3719, 0.48¢67, 0.4830, 0.3196,
0.4153, 0.4426, 0.3013, 0.2608, 0.2818, 0.3849 and

0.3463 respectively. Ez are 0.0823, 0.044%, 0.1534,
0.1932, 0.2757, 0.2820, 0.1596, 0.2625, 0.3091,
0.4354, 0.4313, 0.251s, 0.3569, 0.3868, 0.2315,
0.1868, 0.1569, 0.2779 and 0.2326 respectively. The

highest R? 1is found to be 0.4354 (1990) and the

lowest R2? is 0.0441 (1982).
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The coefficients of NFA/TNA are 5.6891, -3.2413,
-0.9917, -0.9902, -3.0221, -3.6370, -3.2649, -2.2377,
~1.2954, -1.6980, -2.1326, -~-1.1582, =-3.1550, -3.0165,

-1.3242, -0.8704, 0.6246, 1.0705 and ~0.2768
respectively. The t values are 1.672, -1.812, -0.654,
-0.554, -2.918, -3.245, -2.711, -2.259, ~-1.541,
-2,023, -2.210, -2.4%2, -3.653, -3.985, ~1.409,
~-0,835, 0.512, 1,022 and ~-0.248 respectively. It is

worth mentioning here that negative sigﬁificant impact
is found for 12 years. Also positive significant
impact is found for 1 year. This is in 1line with
trade-off theory. For remaining years the impact of

NFA/TNA on D/E is found to be insignificant.

The coefficients of PBT/TNA are 0.0580, -0.0620,
-0.1026, -0.1356, =~0.0867, -0.0710, -0.0888, -0.1003,
-0.0853, -0.1031, -0.1461, -0.1340, -0.1190, -0.0985,
-0.0417, -0.0365, -0.0492, -.0293 and -0.0453. The t
values are 0.735, -1.364, -2.709, -3.3%2, -4.,235,
-3.657, -3.053, -4.246, -4.388, -5.321, ~5.652,
-4,228, -5.158, ~5.098, -3.670, -3.488, -1.999, -1.735
and -1.888 respectively. It is worth méntioning here
that out of 19 years under study, negative significant
impact is found for as many as 18 years. The findings

is in line with pecking order theory.

The coefficients of OPI/Sale are -0.1619,
0.0335, 0.000s, 0.0507, 0.0711, 0.0650, 0.0453,
0.0394, 0.0230, 0.0038, 0.0347, 0.0527; 0.0521,
0.0072, ~-0.0128, -0.0162, -0.0295, -0.0428 and
-0.0389. The t wvalues are -—-2.480, 0.825, 0.015, 1.02s6,
2.510, 2.157, 1.661, 1.658, 0.954, 0.234, 1.299,
1.858, 2.738 1.041, -0.528, 0.752, -1.246, -1.9%21 an&

-1.425 respectively. It is worth mentioning here that
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out of 19 years under study, positive significant
impact is found for 7 vyears. This is in line with
trade-off theory. Also negative significant impact is
found for 2 years. It is in line with pecking order
theory. For all other years the impact oﬁ OPI/Sale on

D/E ratio is found to be insignificant.

Similarly the coefficients of Average size are
-0.0001, -0.0000, -0.0000, -0.0000, 0.0000, -0.,0000,
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, -0.0000,
0.0600, 0.0060, 0.0000, 0.0000, 0.0000, 0.0000 and
0.0000 respectively. The highest and lowest
coefficients are 0.0000 and --0.0001 respectively. The
t wvalues are =-1.657, -0.647, -1.004, -1.502, 0.096,
~-1.438, -1.102, -1.431, -1.444, -1.847, -1.603,
-0.026, 0.507, 1.517, 0.582, 0.627, 0.210, 0.256 and
0.418 respectively. It is worth mentioning here that
out of 19 years, negative significant impact is for 7
years. Also positive significant t value is found for
1 year. For all other 11 years the impact of Average

size on D/E ratio was found to be insignificant.

The F values are 1.987, 1.496, 2.948, 3.633,
5.187, 5.321, 3.089, 4.916, 5.922, 9.483, 9.342,
4.697, 7.104, 7.93%9, 4.313, 3.527, 2.256, 3.359 and
3.046. It 4is worth mentioning here that out of 19
years under study, significant F value is found for 16
years. This indicates that with selection of these

four independent variables the model fits wéll.

II. LONG-TERM DEBT TO TOTAL ASSETS RATIO:
a. With RUON 1:

Considering the LTD/TA ratio to be a dependent
variable, and GFA/TGA and OPI/TGA as independent
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variables linear regressions are run Yyearwise from
1981 to 1999. The results for the years 1981 to 1999
of the regressions are presented in Table VI.30. From
the Table it can Dbe observed that R? are 0.3560,
0.2589, 0.2399, 0.0308, 0.1661, 0.2874, 0.2742,
0.3517, 0.3503, 0.4810, 0.4981, 0.3903, 0.4982,
0.4564, 0.2440, 0.1942, 0.5463, 0.4314, and 0.4071

respectively._fi2 are 0.3253, 0.2227, 0.2028, -0.0154,
0.1263, 0.2534, 0.2397, 0.3208, 0.3194, 0.4562,
0.4742, 0.3613, 0.4744, 0.4305, 0.2080, 0.1558,
0.5010, 0.3859 and 0.3597 respectively. The highest

RZ is 0.5010 (1997) and the lowest R2 is -0.0154
(1984) .

The coefficients of GFA/TGA are 0.4649, 0.3649,
0.3150, ~0.0001, 0.2272, 0.2926, 0.2286, 0.3673,
0.2978, 0.3704, 0.4274, 0.3254, 0.3387, 0.3593,
0.3229, 0.3512, 0.4639, 0.3856 and 0.2228
respectively. It is important to note here that out of
19 years under study, for 18 years the coefficient. is
found to be negative. The t wvalues are 4.746,
3.733, 3.371, -0.061, 2.883, 3.954, 3.896, 4.769,
4.689, 6.136, 6.343, 5,021, 6.221, 5.471, 3.682,
3.126, 4,593, 3.281 and 2.525 réspectively. It is
worth mentioning here that positive significant impact

is found for 18 years. This is in line with trade-off

theory.

The coefficients of OPI/TGA are -0.0010, 0.0004,
-0.0008, -0.0026, 0.0007, 0.0029, 0.0024, 0.0013,
0.0001, -0.0004, -0.0007, 0.0002, -0.0002, -0.0003,
0.0008, 0.0001, -0.0081, -0.0085 and -0.0070. It is

important to note here that out of 19 years under

4

g
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study, for 10 years the coefficients are found to be
negative. The t values are -0.358, 0.122, -0.333,
-1.149, 0.410, 1.823, 1.631, 0.717, 0©0.0%0, -0.250,
-0.332, 0.133, -0.162, -0.235, 0.303, 0.042, -3.490,
~-2.463 and -2.930 respectively. It is worth mentioning
here that out of 19 years uﬁder study, negative
significant impact is found only for 3 years. This is
in line with pecking order theory. For all other 16
years:the impact of OPI/TGA on LTD/TA ratio is found

to be insignificant.

*

The F wvalues are 11.609, 7.160, 6.471, 0.667,
4.182, 8.468, 7.935, 11.391, 11.324, 19.459, 20.840,
13.444, 20.853, 17.631, 6.779, 5.060, 15.049, 9.484
and 8.582. It is worth mentioning here that out of 19

years under study, significant F value is found for 18
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years. This tends to suggest that for 18 years for

these two variables model fits well for explaining

changes in LTD/TA.

b. With RUN 2:

Considering the LTD/TA ratio to be a dependent
variable, and GFA/TGA, OPI/TGA and Average size as
independent variables linear regressions are run
yearwise from 1981 to 1999. The resu;ﬁs for the years
1981 to 1999 of the regressions are presented in Table
VI.30. From the Table it can be observed that R? are
.4643, 0.3559, 0.3996, 0.0942, 0.2152, 0.3758,
.2982, 0.3850, 0.3598, 0.4%64, 0.5118, 0.3980,
.5487, 0.5048, 0.2654, 0.1943, 0.5528, 0.4315 and

.4071 respectively. §2 are 0.4251, 0.3076, 0.3546,

.0279, 0.1577, 0.3301, 0.2468, 0.3400, 0.3130,
-4596, 0.4761, 0.3539, 0.5157, 0.4686, 0.211s,

oo <o [ o B ]



0.1354, 0.4969, 0.3604 and 0.3330 respectively. The

highest R?Z is 0.5157 (1993) and the lowest R2 1is
0.0279 (1984).

The coefficients of GFA/TGA are 0.5267, 0.4242,
0.3772, ~0.0004, 0.2279, 0.3238, 0.2355, 0.3750,
0.3019, 0.3749, 0.4392, 0.315s, 0.3106, 0.3259,
0.2967, 0.3495, 0.4457, 0.3841 and 0.2233
respectively. It is important to note here that out of
19 years under study, for‘18 years the coefficient is
found to be pgsitive. The t wvalues are 5.667, 4.447,
4.376, -0.204, 2.945, 4.542, 4.012, 4.927, 4.71ls,
6.216, 6.444, 4.741, 5.764, 4.968, 3.271, 3.030,
4.173, 3.074 and 2.431 respectively. It is worth
mentioning here that positive significant impact is

found for 8 years. This is in 1line with trade-off
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theory. For all other years the impact of GFA/TGA on

LTD/TA ratio is found to be insignificant.

The coefficients of OPI/TGA are -0.0017, 0.0002,
-0.0013, ‘—0.0031, 0.0003, 0.0023, 0.0022, 0.0010,
0.0000, -0.0006, -0.0009, 0.0004, 0.0001, 0.0000,
0.0000, 0.0000, -0.0082, -0.0085 and -0.0070
respectively. It is important to note here that out of
19 years under study, for 11 years the coefficient is
found to be positive. The t values are ~-0.625, 0.065,
-0.572, -1.411, 0.151, 1.557, 1.519, 0.565, 0.046,

-0.405, -0.387, 0.233, 0.100, 0.040, 0.007, 0.015,.

-3.487, -2.399 and -2.871 respectively. It‘ is wqrth
mentioning here that out of 19 years under study,
negative significant t value 1is found only for 4
years. This is in line with pecking order theory. Also

positive significant effect is found for 2 years. This



is in line with trade-off theory. For other 13 years
the impact of OPI/TGA on LTD/TA ratio is found to Dbe

insignificant.

Similarly the coefficients of Average size are

-0.0000, -0.0000, -0.0000, -~0.0000, -0.0000, -0.0000,
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-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, 0.0000,

0.0000, 0.0000, 0.0000, 0.0000, 0.0000, 0.0000 and
-0.0000 respectively. The highest and lowest
coefficients are *0.0000 for all years. The t wvalues
are -2.879, -2.454, -3.262, -1.694, -1.602, -2.410,
-1.182, =~1.491, -0.780, -1.123, -1.073, 0.722, 2.142,
2.002, 1.091, 0.087, 0.591, 0.042 and -0.032
respectively. It is worth mentioning here that out of
19 years, negative significant impact is for 7 years.
Also positive significant impact is found for 2 years.
For other 10 vyears the impact .of Average size on

LTD/TA ratio is found to be insignificant.

The F wvalue are 11.845, 7.366, 5.876, 1.421,
3.747, 8.228, 5.806, 8.556, 7.682, 13.473, 14.327,
9.034, 16.618, 13.933, 4.937, 3.296, 9.888, 6.071 and
5.493. It is worth mentioning here that out of 19
years under study, significant F wvalues are found for
18 years. This tends to suggest that for 18 years the
model fits well.

c¢. With RUN 3:

Considering the LTD/TA ratio to be a ’'dependent
variable, and GFA/TGA, OPI/Sale and Average size as
independent variables linear regressions are run
yearwise from 1981 to 1999. The results for the years
1981 to 1999 of the regressions are presented in Table

VI.30. From the Table it can be observed thgt R?2 are



0.49e61, 0.3783, 0.4024, 0.1383, 0.3463, 0.5155,
0.3409, 0.3912, 0.3611, 0.4950, 0.5106, 0.4099,
.5543, 0.5079, 0.2661, 0.2039, 0.4360, 0.3914 and

[}

.3484 respectively. EZ are 0.4593, 0.3317, 0.3576,

.4580, 0.4748, 0.3667, 0.5217, 0.4718, 0.2124,
.1457, 0.3655, 0.3154 and 0.2669 respectively. The

highest R? 1is 0.5217 for the year 1998 and the lowest

0
0.0752, 0.2985, 0.4800, 0.2926, 0.3467, 0.3143,
0
0

R2 is 0.0752 for the year 1992.

The coefficients of GFA/TGA are 0.4297, 0.3777,
0.3660, -0.0008, 0.2041, 0.2379, 0.1948,w 0.3471,
0.2968, 0.3801, 0.4360, 0.2927, 0.3000, 0.3261,
0.3066, 0.2985, 0.5266, 0.4990 and 0.2860
respectively. The t values are 4.008, 3.785, 4.111,
-0.463, 2.941, 3.678, 3.438, 4.454, 4.575, 6.273,
5.935, 4.355, 5.554, 5.227, 3.002, 2.208, 4.055, 3.753
and 2.965 respectively. It 1is worth mentioning here
that positive significant impact is found for 18

years. This is in line with trade-off theory.

The coefficients of OPI/Sale are 0.0034, 0.0026,
0.0014, 0.0047, 0.0052, 0.0061, 0.0029, 0.0015,
0.0005, -0.0003, 0.0005, 0.0013, 0.0008, =-0.0003,
-0.000s5, 0.0022, ~G.0056, -0.0058 and’ -0.0056
respectively. The t wvalues are 1.734, 1.204, 0.718,
2.048, 2.873, 3.865, 2.261, 0.860, 0.285, -0.213,
0.229, 0.839, 0.724, -0.504, =-0.203, 0.703, -2.162,
-1.948 and -2.310 respectively. It is worth mentioning
here that out of 19 yeérs under study, positive
significant t value is found for 5 years. It is in
line with trade-off theory. Also negative significant

t value is found for 3 years. This is in line with

410



pecking order theory. For other 11 years the impact of

OPI/Sale on LTD/TA ratio is foﬁnd to be insignificant.

’$imilarly the coefficients of Average size are
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, ~0.0006,
-0.0000, -0.0000, -0.0000, -0.0000, =-0.0000, 0.0000,
0.0000, 0.0006, 0.0000, -0.0000, 0.0000, 0.0000 and
0.0000 respectively. The highest and lowest
coefficients are *0.0000 for all years. The t values
are -2.455, -2.279, -3.159, -1.419, -1.503, -2.605,
-1.647, -1.695, -0.830, -1.065, -1.076, 0.645, 2.068,
2.046, 1.141, ~-0.275, 1.124, 0.507 and 0.590
respectively. It is worth mentioning here that out of
19 vyears, negative significant t values are for 8
year. Also positive significant t value is found for 2
years. For other years the impact of Average size on

LTD/TA ratio is found to be insignificant.-

The F values are 13.456, 8.114, 8.%979, 2.183,
7.241, 14.539, 7.068, 8.782, 7.723, 13.395, 14.260,
9.491, 16.999, 14.103, 4.956, 3.501, 6.185, 5.145 and
4.276. It is worth mentioning here that out of 19
vears under study, signifiéant F value is found for 18
years. This tends to suggest that for 18 years the
model fits well.

d. With RUN 4:

Considering the LTD/TA ratio to be a dependent
variable, and GFA/TGA, OPI/TGA, OPI/Sale ratios and
Average size as independent variables linear
regressions are run yearwise from 1981 to 1999. The
results for the years 1981 to 1999 of the regressions
are presented in Table VI.30. Froﬁ the Table it can be
observed that R? are 0.5729, 0.4114, 0.4480, 0.4299,
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0.4362, 0.5435, 0.3415, 0.3913, 0.3616, 0.4969,
.5159, 0.4198, 0.5632, 0.5097, 0.2667, 0.2102,

<

.5528, 0.4403 and 0.4265 respectively. Ez are 0.5302,

0

0.3510, 0.3914, 0.3729, 0.3799, 0.4978, 0.2756,
0.3304, 0.2977, 0.4466, 0.4674, 0.3618, 0.5185,
0
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.4607, 0.1934, 0.1313, 0.4750, 0.3430 and 0.3268. The.

highest Ez is 0.5302 (1981) and the lowest R? is
0.0128 (1995).

The coefficients of GFA/TGA are 0.2695, 0.2654,
0.2453, ~0.0011, 0.1395, 0.1877, 0.1883, 0.3439,
0.2917, 0.3700, 0.4145, 0.2494, 0.2647, 0.3361,
0.3178, 0.2734, 0.4448, 0.4217, and 0.2444
respectively. The t values are 2.314, 2.140, 2.230,
-0.761, 1.992, 2.636, 2.946, 3.793, 4.061, 5.568,

5.126, 2.%921, 3.957, 4.940, 2.635, 1.907, 3.624, 2.987

and 2.564 respectively. It is worth mentioning here
that positive significant t value is found for 18

years. This is in line with trade-off theory.

The coefficients of OPI/TGA are -0.0088, -0.0068,
-0.0061, -~0.0107, ~0.0051, -0.0030, -0.0004, -0.0002,
-0.0004, -0.0010, -0.001%, -0.0021, -0.0018, 0.0007,
0.0006, -0.0027, -0.0082, -0.0067 and -0.0054. The t
values are ~2.681, -1.479, -1.795, ~4l523, ~-2.526,
-1.567, -0.192, =-0.072, =0.177, -0.388, =-0.657,
-0.827, -~0.900, 0.391, 0.181, -0.566, -2.451, —1.417
and -1.771 respectively. It is worth mentioning here
that out of 19 years under study, negative significant
impact is found for 9 years. This is in line with

pecking order theory.

The coefficients of OPI/Sale are 0.0080, 0.0067,
0.0054, 0.0121, 0.0091, 0.0087, 0.0032, 0.0018,
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0.0007, 0.0004, 0.0015, 0.0028, 0.0022, -0.0004,
-0.0009, 0.0037, 0.0000, -0.0023 and -0.0026. The t
values are 3.189, 1.917, 1.84%, 4.854, 3.%60, 3.833,
1.622, 0.642, 0.329, 0.187, 0.579, 1.226, 1.150,
-0.633, -0.270, 0.898, 0.0016, -0.603 and -0.883
respectively. It is worth mentioning here that ocut of
19 years under study, positive significant impact is
found for 7 years. This 1is in 1line with trade-off

theory.

Similarly the coefficients of Average size are
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000,
-0.0000, -0.0000, -0.0000, =-0.0000, =-0.0000, -0.0000,
0.0000, 0.0000, 0.0000, 0.0000, =-0.0000, 0.0000,
0,0000, and 0.0000 respectively. The highest and
lowest coefficients are *0.0000 for all years. The t
values are -2.352, -2.044, -3.21%8, -2.362, -1.908,
-2.795, -1.617, -1.611, -0.838, -1.121, -1.201, 0.368,
1.598, 2.062, 1.110, =-0.322, 0.496, 0.277 and 0.252
respectively. It is worth mentioning here that out of
192 years, negative significant t value is for 8 years.
Also positive significant t value is found for 2
years. For other 9 years the impact of Average size on

LTD/TA ratio is found to be insignificant.

The F values are 13.413, 6.813, 7.914, 7.541,
7.738, 11.905, 5.186, 6.428, 5.663, 9.876, 10.655,
7.235, 12.892, 10.397, 3.637, 2.662, 7.107, 4.523 and
4.277. It is worth mentioning here that for all 19
years, F value is found significant. This nécegsarily

indicates that the model fits well for all years.
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e. With RUN 5:

Considering the LTD/TA ratio to be a dependent
variable, and NFA/TNA and PBT/TNA as independent
variables linear regressions are run yearwise from
1981 to 1999. The results for the years 1981 to 1999
of the regressions are presented in Table VI.30. From
the Table it can be observed ‘that R? are 0.5472,
0.3845, 0.3506, 0.4818, 0.3436, 0.2895, 0.3078,
0.3391, 0.4933, 0.6167, 0.6196, 0.4515, 0.4732,
0.4721, 0.2834, 0.2814, 0.6021, 5149 and 0.5696,

respectively. The values of Ez “are 0.5256, 0.3545,

0.3189, 0.4571, 0.3123, 0.2557, 0.2748, 0.3076,
0.4692, 0.5985, 0.6015, 0.4254, 0.4481, 0.4469,
0.2492, 0.2471, 0.5702, 0.4761 and 0.5352

respectively. The highest RZ? is 0.6015 (1991) and the

lowest R? is 0.2391 (1996).

The coefficients of NFA/TNA are 0.5709, 0.4279,
0.380s6, 0.3639, 0.3101, 0.30922, 0.2641, 0.3583,
0.3455, 0.4330, 0.4766, 0.3325, 0.2875, 0.3024,
0.2430, 0.3657, 0.3445, 0.2823 and 0.1467
respectively. The t values are 6.917, 4.813, 4.617,
2.373, 4.327, 4.133, 4.290, 4.630, 6.190, 7.614,
7.829, 5.666, 5.440, 4.843, 2.946, 3.185, 3.569, 2.449
and 1.793 respectively. It is worth rmentioning here
that positive significant impact is found for all

years. This is in line with trade-off theory..

The coefficients of PBT/TNA are -0.0009, -0.0023,
0.0000, -0.0040, -0.0013, 0.0005, 0.0011, 0.0029,
-0.0000, -0.0011, -0.0005, 0.0005, =-~0.0013, -0.00186,
~-0.0018, -0.0016, -0.0084, -0.0065 and -0.0073. The t
values are -0.370, -0.821, 0.035, -2.476, -0.982,
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0.387, 0.774, 1.606, -0.055, -0.874, -O.26é, 0.311,
-0.911, ~-1.051, -1.576, ~-1.110, -3.839, =-3.272 and
-4,321 respectively. This is worth mentioning here
that out of 19 years under study, negative significant
impact 1is found £for 5 years. It dis in 1line wifh
pecking order theory. Also positive significan§ impact
is found for 1 year. This is in line with trade-off
theory. For all other 13 years the impact of PBT/TNA

on LTD/TA ratio is found to be insignificant.

The F values are 25.376, 12.807, 11.065, 19.523,
10.992, 8.557, 9.336, 10.775, 20.443, 33.793, 34.210,
17.287, 18.862, 18.778, 8.304, 8.222, 18.912, 13.268
and 16.542., It is worth mentioning here that for all
19 years, F value is found to be significant. This
implies that the variables selected in run 5 fits well

for explanation of changes in LTD/TA.

£f. With RUN 6:

Considering the LTD/TA ratio to be a dependent
variable, and NFA/TNA, PBT/TNA and Average size as
independent variables linear regressions are run
yearwise from 1981 to 1999. The ;esults for the years
1981 to 1999 of the regressions are presented in Table
VI.30. From the Table it is observed that the values
of R? are 0.6093, 0.4617, 0.4881, 0.5878, 0.4075,
0.3625, 0.3295, 0.3595, 0.4998, 0.6277,. 0.6338,
0.4575, 0.5250, 0.5116, 0.3023, 0.2812, 0.6034, 0.5154

and 0.5726 respectively. The values of §2 are 0.5807,

0.4214, 0.4497, 0.5576, 0.3642, 0.3159, 0.2804,
0.3126, 0.4632, 0.6005, 0.6070, 0.4178, 0.4902,
0.4759, 0.2513, 0.2290, 0.5538, 0.4548 and 0.5192



respectively. The highest R2 is 0.6070 (1991) and the

lowest RZ is 0.2207 (1996).

The coefficients of NFA/TNA are 0.5914, 0.4691,
0.4208, 0.3882, 0.3151, 0.3227, 0.2679, 0.3593,
0.3478, 0.4366, 0.4886, 0.3226, 0.2565, 0.2586,
0.2148, 0.3688, 0.3332, 0.2892 and 0.1353
respectively. The t values are 7,581, 5.460, 5.603,
6.303, 4.570, 4.483, 4.363, 4.659, 6.186, 7.683,
7.982, 5.300, A4.853, 3.955, 2.480, 3.054, 3.142, 2.296
and 1.544 respectively. It is worth mentioning here
that positive significant dimpact is found 'for all

years. This is in line with trade-off theory.

The coefficients of PRT/TNA are -0.0008, -0.0016,
-0.0000, -0.0044, -0.0015, 0.0005, 0.0011, 0.0028,
-0.0000, -0.0011, -0.0004, 0.0004, -0.0013, -0.0019,
-0.0020, -0.0016, -0.0085, -0.,0064 and -0.0074. The t
values are =-0.362, -0.618, -0.015, -2.952, ~1.206,
0.400, 0.770, 1.562, -0.055, -0.876, -0.262, 0.272,
-0.980, -1.249, ~-1.680, -1.084, -3.776, -3.154 and
-4.256 respectively. It is worth mentioning here that
out of 19 vyears under study, negative( significant
impact is found for 5 years. This is in line with
pecking order theory. Alsc positive significant impact
is found for 1 year. This is in line with trade-off

theory.

Similarly the coefficients of Average' size are
-0.0001, -0.0000, -0.0000, =-0,0000, -0.0000, -0.0000,
-0.0000, -0.0000, =-0,0000, =-0.0000, =-0.0000, 0.0000,
0.0000, 0.0000, 0.0000, -0.0000, 0.0000, -0.0000 and
0.0000 respectively. The highest and lowest
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coefficients are +0.0000 for all years. The t values
are -2.554, -2.395, -3.279, -3.247, -2.104, -2.167,
-1.152, -1.142, -0.731, -1.100, -1.258, 0.673, 2.114,
1.822, 1.056, -0.094, 0.284, -0.154 and 0.413
respectively. It is worth mentioning here that out of
19 years, negative significant impact is for 6 years.
And positive significant t value is for 2 years. For
all other 11 years the impact of Average size on

LTD/TA ratio is found to be insignificant.

The F values are 21.316, 11.437, 12.715, 19.48¢,
9.401, 7.771, 6.715, 7.670, 13.655, 23.045, 23.651,
11.525, 15.103, 14.317, 5.922, 5.355, i2.172, 8.508
and 10:719. It is worth mentioning here that for all
19 years, F wvalue 1s significant. This tends to
suggest that the model with variables selected in this

run fits well.

g. With RUN 7:

Considering the LTD/TA ratio to be a dependent
variable, and NFA/TNA, OPI/Sale and Average size as

independent variables linear regressions are run

417

yearwise from 1981 to 1999. The results for the years .

1981 to 1999 of the regressions are presented in Table

VI.30. From the Table it is observed that the values

of R* are 0.6107, 0.4612, 0.4895, 0.5042, 0.4603,

0.4908, 0.3622, 0.3321, 0.5045, 0.6281, 0.6379,
0.4580, 0.5143, 0.4965, 2564, 0.2624, 0.4753, 0.4209

and 0.4065 respectively. R?2 are 0.5822, 0.4208,

0.4512, 0.4679, 0.4208, 0.4536, 0.3155, 0.2832,
0.4683, 0.6009, 0.6114, 0.4184, 0.4787, 0.4597,
0.2020, 0.2084, 0.4097, 0.3485 and 0.3323

respectively. The highest R? is found to be 0.6114
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for the year 1991 and the lowest R? is found to be

0.2020 for the year 1995.

The coefficients of NFA/TNA are 0.5645, 0.4531,
0.4109, 0.4332, 0.2918, 0.2292, 0.2224, 0.3048,
0.3612, 0.4609, 0.5144, 0.3089, 0.2696, 0.2989,
0.2782, 0.3982, 0.5521, 0.5279 and 0.3281
respectively. The t values are 5.735, 4.772, 5.159,
5.535, 4.374, 3.300, 3.685, 3.801, 6.234, 8.253,
7.876, 4.928, 4.9%2, 5.078, 2.891, 2.917, 4.412, 4.003
and 3.465 reséectively. It is worth mentioning here
that positive significant impact is found for all

years. This is in line with trade-off theoxy.

The coefficients of OPI/Sale are 0.0010, 0.0012,
0.0006, -0.0012, 0.0040, 0.0055, 0.6022, 0.0015,
-0.0010, -0.0009, -0.0013, 0.0005, 0.0002, -0.0003,
-0.0006, 0.0009, =0.0055, -0.,0062 and -0.0058. The t
values are 0.520, 0.583, 0.331, -0.579, 2.367, 3.246,
i.651, 0.811, -0.628, -0.898, -0.728, 0.339, 0.184,
-0.531, -0.229, 0.280, -2.217, -2.099 and -2.515
respectively. It is worth mentioning here that out of
19 years under study, negative significant impact is
found fer only 3 years. It is in line with pecking
order theory. Also positive sighificant t value is
found for 3 years. It 1is in line with trade-off
theory. Thus contradictory findings are observed for

same variable.

:

Similarly the coefficients of Average size are
-0.0000, =-0.0000, =-0.0000, -0.0000, -0.0000, -0.0000,
-0.0000, -0.0000, =-0.0000, =-0.0000, =-0.0000, 0.0000,
0.0000, 0.0000, 0.0000, =0.0000, 0.0000, 0.0000 and
0.0000 respectively. The highest and lowest



coefficients are #0.0000 for all years. The t wvalues
are -2.441, -2.356, -3.251, -2.845, -1.819, -2.140,
-1.394, -1.321, -0.551, -1.059, -1.027, 0.674, 2.056,
1.708, 0.922, -0.304, 0.787, 0.234 and 0.325
respectively. It is worth mentioning here that out of
19 years, negative significant impact is for 8 years.
Also positive significant impact is found for 2 years.

Here again contradictory results are observed.
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The F value are 21.435, 11.412, 12.786, 13.898,

11.655, 13.176¢, 7.760, 6.795, 13.916, 23.080, 24.080,
11.550, 14.469, 13.478, 4.712, 4.861, 7.246, 5.814 and
5.479. It is worth mentioning here that for 19 years,
F values are found to be significant. This tends to

suggest that the model fits well.

h. With RUN 8:

Considering the LTD/TA ratio to be a dependent
variable, and NFA/TNA, PBT/TNA, OPI/Sale and Average
size as independent variables linear regressions are
run yearwise from 1981 to 1999. The results for the
years 1981 to 1999 ofAthe regressions are presented in
Table VI.30. From the Table it is observed that values
of R? are 0.6156, 0.4728, 0.4902, 0.6000, 0.5581,

0.5196, 0.3625, 0.35985, 0.5059, 0.6306, 0.6381, '

0.4582, 0.5359, 0.5118, 0.3042, 0.2856, 0.6314, 0.5348

and 0.5844 respectively. The values of R2 are 0.5771,

0.4187, 0.4379, 0.5600, 0.5139, 0.4715, 0.2988,
0.2594, 0.4565, 0.5937, 0.6020, 0.4040, 0.4894,
0.4629, 0.2346,' 0.2141, 0.5673, 0.4539 and 0.5121

respectively. The highest R2? is found to be 0.6020



{1991) and the lowest R2 is found to be 0.2099
{(1996).

The coefficients of NFA/TNA are 0.5266, 0.4210,
0.4026, 0.3354, 0.2312, 0.1868, 0.2173, 0.3595,
0.3712, 0.4485, 0.5202, 0.3127, 0.2218, 0.2564,
0.1950, 0.3276, 0.4036, 0.3524 and 0.1658
respectively. The f values are 4.686, 4.161, 4,541,
4.307, 3.589, 2.538, 3.102, 4.002, 5.656, 7.335,
6.788, 4.108, 3.472, 3,696, 1.827, 2.192, 3.443, 2.488
and 1.716 reséectively. It is worth mentioning here
that positive significant impact is fpund for all

years. This is in line with trade-off theory.

The coefficients of PBT/TNA are -0.0019, -0.0027,
-0.0005, -0.0054, -0.0038, =-0.0020, -0.0002, 0.0028,
0.0005, ~0.0007, 0.0003, 0.0002, -0.0023, -0.0020,
-0.0021, -0.0017, =-0.0074, -0.0054 and -0.0065. The t
values are -0.713, '-0.927, -0.224, —3:094, -2.97¢,
-1.545, =-0.147, 1.308, 0.338, -0.523, 0.14%, 0.091,
~1.364, -1.117, -1.657, -1.140, -3.121, -2.373 and
-3.137 respectively. It is worth mentioning here that
out of 19 years under study, negative significant
impact 1is found for 8 years. This is in line with
pecking order theory. Also positive significant impact
is found for 1 year. This is in line with trade-off
theory. For remaining 10 years the impacﬁ of PBT/TNA
on LID/TA ratio is found to be insignificant. Tﬁus

here also contradictory findings are observed.

The coefficients of OPI/Sale are 0.0017, 0.0021,
0.0009, 0.0024, 0.0065, 0.0072, 0.0023, -0.0000
-0.0013, -0.0007, ~0.0015, 0.0004, 0.0014, 0.0000,
0.0009, 0.0015, -0.0030, -0.0029 and ~-0.0019

4
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respectively. The t values are 0.804, 0.905, 0.396,
1.104, 3.692, 3.616, 1.440, -0.004, -0.705, =-0.558,
-0.694, 0.220, 0.%68, 0.103, 0.323, 0.477, -1.321,
-0.980 and -0.806 respectively. It is worth mentioning
here that out of 19 years under study, positive
significant impact is found for 3 years. This is in
line with trade~off theory. Also negative significant
t wvalue is found for 1 year. This is in line with
pecking order theory. For all other 15 years the
impact of OPI/Sale on LTD/TA ratio 1s found to be

insignificant.

The coefficient of Average size are -0.0000,
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, =-0.0000,
-0.0000, -0.0000, -0.0000, -0.0000, 0.0000, 0.0000,
0.0000, 0.0000, =-0.0000, 0.0000, 0.0000 and 0.0000
respectively. The highest and lowest coefficients are
+0.0000 for all years. The t values are -2.333,
-2.155, -3.205, -3.067, -2.105, ~-2.093, -1.385,
-1.089, -0.483, -1.061, -0.984, 0.662, 2.022, 1.800,
0.929, -0.311, 0.786, 0.181 and 0.544 respectively. It
is worth mentioning here that out of 19 vyears,

negative significant impact is found for 7 years. Also

positive significant t value is found for 2 years.

The F values are 16.011, 8.744, 9.374, 14.997,
12.629, 10.814, 5.686, 5.612, 10.240, 17.072, 17.635,
8.455, 11.545, 10.481, 4.371, 3.997, 9.849, 6.610 and
8.085. It is worth mentioning here that for 19 years,
F value is found to be significant. Indicating thereby
the significant dependence of LTD/TA ratio on
independent variables NFA/TNA, PBT/TNA, OPI/Sale and
Average size. Thus the model fits well. ” |
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TABLE V1,30
YEARMISE MULTIPLE REGRESSIONS OF LONG-TERM DEBT TO TOTAL ASSETS RATIO ON VARIOUS EXPLANATORY VARIABLES
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III. TOTAL DEBT TO TOTAL ASSETS RATIO:
a. With RUN 1:

Considering the TD/TA ratio to be a dependent
variable, and GFA/TGA and OPI/TGA as independent
variables linear regressions are run yearwise from
1981 to 1999. The results for the years 1981 to 1999

of the regressions are presented in Table VI.3l. From
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the Table it is observed that the wvalues of R? are

0.1680, 0.0785, 0.0822, 0.0763, 0.1171, 0.0809,
0.1282, 0.0866, 0.1730, 0.1839, 0.1581, 0.099%0,
0.0549, 0.0628, 0.0353, 0.0250, 0.0716, 0.1324 and

0.0933 respectively. R? are 0.1284, 0.0347, 0.0385,
0.0323, 0.0751, 0.0371, 0.0867, 0.0431, 0.1337,
0.1450, 0.1180, 0.0561, - 0.0099, 0.0182, ~-0.0107,
-0.0214, -0.0026, 0.0630 and 0.0207 respectively. The

highest R2Z is 0.1450 (1990) and the lowest R2? is
~0.0214 (1996).

The coefficients of GFA/TGA are -0.2413, -0.2270,
-0.1896, 0.0019, -0.2601, -0.2743, -0.2990, -0.1128,
-0.133%, -0.1405, -0.1074, -0.2386, -0.1386, -0.1306,
-0.1037, 0.1302, 0.2459, 0.3007 and 0.2027
respectively. The t wvalues are -2.100, -1.775,
-1.358, 0.660, -1.893, -1.913, -2.386, -0.805, -1.285,
-1.476, -1.175, -2.075, -1.298, -0.957, -0.8089, 0.979,
1.286, 1.683 and 1.267 respectively. It is worth
mentioning here that negative significant impact is
found for 8 years. This is in line with Ferri and
Jones. Also for one year positive significant impact
was found. This is in line with trade-off theory. For
remaining years the impact of GFA/TGA on TD/TA ratio

is found to be insignificant.



The coefficients of OPI/TGA are -0.0074, -0.0038,
-0.0062, -0.0061, -0.0054, =-0.0016, ~-0.0036, =-0.0066,
-0.0075, -0.0067, -0.0081, =-0.0031, -0.0027, -0.0050,
-0.0038, 0.0007, -0.0029, -0.0041 and -0.0035. The t
values are =-2.217, -0.985, -1.681, -1.771, -1.789,
-0.528, -1.180, -1.947, -2.866, -2.879, -2.686,
~1.106, -1.160, -1.626, -1.015, -0.173, -0.664, -0.788
and -0.810 respectively. It is worth mentioning here
that out of 19 years under study, negative significant
t value is found for 9 years. This is in line with
pecking order‘theory for these years. For remaining
years the impact of OPI/TGA on TD/TA ratio is found to

be insignificant.

The F values are 4.241, 1.790, 1.881, 1.735,
2.785, 1.848, 3.088, 1.990, 4.394, 4.731, 3.942,
2.308, 1.220, 1.407, 0.768, 0.539, 0.965, 1.907 and
1.286. It is worth mentioning here that out of 19
years under study, significant F value is found for 5
years. This tends to suggest that only for 5 years out

of 19 years the model fits well.

b. With RUN 2:
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Considering the TD/TA ratio to be a dependenty

variable, and GFA/TGA, OPI/TGA and Average size as
independent variables linear regressions are run
vearwise from 1981 to 1999. The results for the years
1981 to 1999 of the regressions are presented in Table
VI.31. From the Table it is observed that values of R?
are Oj1941, 0.1107, 0.1217, 0.1217, 0.1260, 0.0867,
0.1438, 0.089e, 0.2033, 0.2172, 0.1630, 0.1088,
0.0638, 0.0663, 0.0437, 0.0260, 0.0755, 0.1344 and

0.0949 respectively. The values of R2?2 are 0.1352,



0.0456, 0.0575, 0.0574, 0.0620, 0.0199, 0.0811,
0.0230, 0.1450, 0.1599, 0.1017, 0.0436, -0.0047,
-0.0020, -0.0262, -0.0453, -0.0401, 0.0262 and -0.0183

respectively. The highest R? is found to be 0.1599

——

(1990) and the lowest R? 1is found to be =-0.0453
(1996).

The coefficients of GFA/TGA are -0.2100, -0.1871,
-0.1484, 0.0016, -0.2596, -0.2606, -0.3098, -0.1092,
-0.1232, -0.1321, -0.0100, -0.2547, -0.1555, -0.1449,
-0.1250, 0.1349, 0.2643, 0.3131 and 0.1958
respectively. The t values are -1.785, -1.425, ~-1.048,
0.544, -1.877, -1.772, -2.453, -0.7869, "1.187, -1.398,
-1.070, =-2.,154, -1.402, -1.017, -0.933, 0.988, 1.300,
1.651 and 1.177. It is worth mentioning here that
negative significant impact is found for 8 years. This
is in line with Ferri and Jones. For other years the
impact of GFA/TGA on TD/TA ratio is found to . be

insignificant.

The coefficients of OPI/TGA are -0.0078, -0.0040,
-0.0066, -0.0068, -0.0058, -0.0018, -0.0034, -0.0067,
-0.0077, -0.0071, -0.0082, -0.0028, -0.0025, -0.0048,
-0.0044, 0.0010, -0.0028, -0.0040 and -0.0035. The t
values are =-2.313, -1.051, -1.803, -1.989, -1.858,
-0.592, -1.089, -1.955, 72.950, -3.061, -2.,683,
-0.994, -1.065, -1.539, -1.130, 0.223, -0.617, =-0.736
and -0.792 respectively. It is worth mentioning here
that out of 19 years under study, negative significant
impact is found for 9 years. This is in line with
pecking order theory. For remaining years the impact
of OPI/TGA on TD/TA ratio is ‘found to be

insignificant.
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Similarly the coefficients of Average size are
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, -0.0000,
0.0000, -0.0000, -0.0000, -0.0000, ~0.0000, 0.0000,
0.0000, 0.0000, 0.0000, -~0.0000, -0.0000, 0.0000 and
0.0000 respectively. The highest and lowest
coefficients are #0.0000 for all years. The t values
are -1.1%3, =-1.217, ~1.358, =-1.455, -0.645, -0.513,
0.863, -0.372, -1.248, -1.322, -0.491, 0.670, 0.624,
0.394, 0.602, ~-0.205, =-0.316, ~0.234 and 0.208
respectively. It 1s worth mentioning here that out of
19 vyears, neg;tive significant impact is for 3 years.
This is in line with the findings of Gupta. For all
other years the impact of Average size on TD/TA ratio

is found to be insignificant.

The F value are 3.292, 1.701, 1.894, 1.893,
1.970, 1.298, 2.295, 1.345, 3.487, 3.792, 2.661,
1.668, 0.932, 0.971, 0.625, 0.365, 0.653, 1.242 and
0.839. It is worth mentioning here that out of 19
years under study, significant F value is found for 3
years. This tends to suggest that only for 3 years the

selected variables have good explanatory powver.

c. With RUN 3:

Considering the TD/TA ratio to be a dependent
variable, and GFA/TGA, OPI/Sale and Average size as
independent variables linear regressions are run

yearwise from 1981 to 1999. The results for the years
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1981 to 1999 of the regressions are presented in Table.

VI.31. From the Table it is observed that the values
of R? are 0.1071, 0.08%2, 0.0951, 0.0686, 0.0731,
0.0794, 0.1190, 0.0118, 0.0944, 0.1268, 0.0440,
0.1076, 0.0463, 0.0394, 0.0182, 0.0305, 0.1752, 0.3051
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and 0.2958 respectively. The values of R? are 0.0418,

0.0226, 0.0289, 0.0005, 0.0052, 0.0120, 0.054¢,
-0.0606, 0.0281, 0.0629, =-0.0260, 0.0423, -0.0235,
-0.0309, -0.0536, -0.0404, 0.0721, 0.2183 and 0.2077

respectively. The highest R? is found to be 0.2183

—

for the year 1998 and the lowest R? 1is ~0.0606
(1988} .

The coefficients of GFA/TGA are —O.i156, -0.1453,
-0.0165, 0.0017, -0.1901, -0.2422, -0.2819, -0.0335,
-0.0212, -0.0637, -0.0229, -0.1913, -0.115C, 0.0739,
-0.0693, 0.1808, 0.4024, 0.4561 and 0.2665
respectively. The t wvalues are 0.785, -1.028, -0.110,
0.580, -1.358, -1.592, -2.209, -0.220, -0.189, -0.636,
-0.213, -1.586, -1.018, -0.536, -0.453, 1.126, 1.936,
2.610 and 1.814 respectively. It is worth mentioning
here that negative significant impact is‘found for 4
years. This 1is in line with Ferri and Jones. Also
positive significant impact is found for 3 years. This
is in line with trade-off theory. For remaining 12

years the impact of GFA/TGA on TD/TA ratio is found to

be insignificant.

The coefficients of OPI/Sale are -0.0025,
-0.0010, -~0.0045, -0.0044, -0.0035, -0.0005, -0.0000,
-0.0018, -0.0049, -0.0040, -0.0032, -0.0024, -0.0013,
-0.0013, -0.0017, -0.0018, -0.007s, -0.0101 and
-0.0102 respectively. The t values are -0.913, -0.335,
-1.397, -1.182, -0.956, -0.134, -0.025, -0.540,
-1.652, -2.038, -1.095, -0.965, -0.600, =-1.073,
-0.423, -0.491, -1.825, -2.564 and -2.766
respectively. It is worth mentioning here that out of

19 years under study, negative significant impact is
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found for 6 years. This is in line with pecking order
theory. For other vyears the impact of OPI/Sale on

TD/TA ratio is found to be insignificant.

Similarly the coefficients of Average size are
-0.0000, —0;0000, -0.0000, -0.0000, -0.0000, -0.0000,
0.06000, -0.0000, —0.0060, -0.0000, -0.0000, 0.0000,
0.0000, 0.0000, 0.0000, 0.0000, 0.0000, O;OOOO and
0.0000 respectively. The . highest and lowest

coefficients are +0.0000 for all yearsf The t values
are -1.099, -1.192, -1.339, -1.207, -0.956, =-0.442,
0.954; ~0.060, -0.589, —0.762; -0.027, 06.875, 0.817,
0.662, 0.428, 0.122, 0.424, 0.643 and 0.944
respectively. It is worth mentioning here that out of
19 years, negative significant impact is for 1 year.
This is in line with Gupta. For all other 18 years
the impact of Average size on TD/TA ratio is found to

be insignificant.

The F values are 1.639, 1.339, 1.437, 1.007,
i.6v77, 1.178, 1.846, 0.163, 1.425, 1.984, 0.628,
1.648, 0.663, 0.561, 0.254, 0.430, 1.700, 3.513 and
3.360. It 1is worth mentioning here that out of 19
years under study, significant F value is found only

for 2 years. This tends to suggest that only for 2

years the model fits well.

d. With RUN 4:

Considering the TD/TA ratio to be a' dependeﬂt
variable, and GFA/TGA, OPI/TGA, OPI/Sale and Average
size as independent wvariables lineaﬁ regressions are
run yearwise from 1981 to 1999. The results fof the

years 1981 to 1999 of the regressions are presented in

Table VI.31. From the Table it is observed that values



of R2 are 0.2081, 0.1241, 0.1218, 0.1220, 0.1286,
0.0909, 0.1736, 0.1224, 0.2039, 0.2224, 0.1697,
0.1107, 0.0696, 0.0679, 0.0475, 0.0422, 0.2014, 0.3397

4

and 0.3213 ' respectively. R? are- 0.1289, 0.0365,

0.0339, 0.0342, 0.0415, 0.0000, 0.0910, 0.0347,
0.1243, 0.1446, 0.0866, 0.0217, -0.0235, | -0.0253,
~0.0477, -0.0536, 0.0625, 0.2249 and 0.2032

respectively. The highest Ez is found tc be 0.2249

(1998) and the lowest R2 is found to be 0.0536

*%

(1996).

The coefficients of GFA/TGA are -0.3054, -0.2768,
~-0.1430, 0.0015, -0.2760, -0.2973, ~0.3846, -0.2182,

~0.1320, -0.1532, -0.1332, -0.2263, -0.1970, -0.1357?

~0.1710,  0.2176,  0.4537,  0.5360 and  0.3012
respectively. The t values are -~1.866, -1.583,
-0.759, 0.521, -1.871, -1.735, -2.743, -1.307, -1.132,
-1.476, -1.201, -1.467, -1.411, -0.914, -0.961, 1.280,
2.089, 2.841 and 1.982 respectively. It 1is worth
mentioning here that negative significant impact is
found for 9 years. This is in line with Ferri and
Jones. Also positive significant impact is for 3
years. This is in line with trade-off theory. For all
other years the impact of GFA/TGA on TD/TA ratio is

found to be insignificant.

The coefficients of OPI/TGA are -0.0104, -0.0079,
-0.0064, -0.0072, -0.0068, -0.0033, -0.0076, -0.0110,
-0.0081, -0.0088, -0.0095, =-0.0017, -0.0043, -0.0043,
-0.0057, 0.0039, 0.0052, 0.0069 and 0.0045. The t
values are -2.259, -1.262, -1.101, -1.559, -1.597,
-0.714, -1.625, -2.246, ~2.345, -2.218, ~-2.461,
-0.370, -1.000, -1.106, -0.109, 0.698, 0.868, 1.098

3
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and 0.929 respectively. It is worth mentioning here

that out of 19 years under study, negative significant
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impact is found for 8 years. This is in line with

pecking order theory.

The coefficients of OPI/Sale are 0.0030, 0.0039,
-0.0002, 0.0006, 0.0017, 0.0024, 0.0051, 0.0057,
0.0006, 0.0016, 0.0020, =-0.0012, 0.0020, -0.0004,
0.0021, -0.0040, =-0.0112, =0.0137 and -0.0128. The t
values are 0.841, 0.782, -0.044, 0.126, 0.349, 0.430,
1.202, 1.223,- 0.173, 0.516, 0.568, =-0.291, 0.498,
-0.260, 0.399, -0.822, -1.904, -2.675 and -2.770
respectively. It is worth mentioning here that out of
19 years under study, negative significant impact is
found only for 3 years. It is in line with pecking
order theory. For all other vyears the impact of

OPI/Sale on TD/TA ratio is found to be insignificant.

Similarly the coefficients of Average size are
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, =-0.0000,
0.0000, -0.0000, -0.0000, -0.0000, -0.0000, 0.0000,
0.0000, 0.0000, 0.0000, 0.0000, 0.0000, 0.0000 and
0.0000 respectively. The highest and lowest

coefficients are #0.0000 for all years. The t values

are -0.920, -1.026, -1.341, -1.442, -0.642, ~0.509,’

0.4%90, -0.773, -1.216, -1.398, -0.659, 0.717, 0.400,
0.426, 0.513, 0.183, 0.649, 0.818 and 1.108
respectively. It is worth mentioning here that out of
19 years, negative significant impact is found for 3
years. This is in line with Gupta. For all other 16
years the impact of Average size on TD/TA ratio is

found to be insignificant.



The F value are 2.628, 1.416, 1.386, 1.390,
1.476, 1.000, 2.101, 1.395, 2.561, 2.860, 2.043,
1.244, 0.748, 0.728, 0.499, 0.441, 1.450, 2.958 and
2.722. It is worth mentioning here that out of 19
years under study, significant F value 1is found only
for 4 years. Indicating thereby good explanatory power
of GFA/TGA, OPI/TGA, OPI/Sale and Average size for
changes in TD/TA only for 4 years.

e. With RUN 5:

Considering the TD/TA to be a dependent variable,
and NFA/TNA and PBT/TNA as independent variables
linear regressions are run yearwise from 1981 to 1999.
The results for the years 1981 to 1998 of the
regressions are presented in Table VI.31. From the
Table it is observed that the values of R? are 0.1464,
0.0343, 0.1443, 0.2260, 0.1604, 0.0809, 0.0824,
0.1256, 0.3045, 0.2742, 0.2588, 0.1627, 0.0905,
0.1383, 0.2043, 0.3387, 0.1450, 0.2359 and 0.3110,

respectively. Ez is found to be 0.1058, -0.0117,

0.1035, 0.1891, 0.1204, 0.0371, 0.0387, 0.0839,
0.2714, 0.2396, 0.2235, 0.1228, 0.0472, 0.0972,
0.1664, 0.3072, 0.076¢6, 0.1748 and 0.2559

respectively. The highest R? is found to be 0.3072

for the year 1996 and the lowest R2? is found to be
~0.0117 for the year 1982.

The coefficients of NFA/TNA are -0.1536, -0.0947,
-0.0e648, -0.1280, -0.1703, -0.2328, -0.2176, ~0.0821,
-0.1276, -0.1239, -0.1398, -0.2736, -0.1685, -0.2368,
-0.2081, -0.0300, 0.1267, 0.1708 and 0,0736
respectively. The t values are -1.313, -0.726, -0.504,
-0.985, -1.241, -1.604, =-1.576, -0.602, -1.342,
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-1.259, (~1.572, -2.586, -1.697, -1.876, -1.851,
-0.253, 0.676, 0.960 and 0.485 respectively. It is
worth mentioning here that negative significant impact
is found for 9 years. This is in line with Ferri and
Jones. For all other years the impact of NFA/TNA on

TD/TA ratio is found to be insignificant.

The coefficients of PBT/INA are -0.0086, -0.0042,
~0.0091, -0.0109, -0.0069, -0.0032, -0.0050, =-0.0078,
~0.0092, -0.0086, -0.0098, -0.0054, -0.0043, -0.0077,
-0.0052, -0.0065, -0.0072, -0.0063 and -0.0089. The t
values are =-2.546, =~1.076, =2.661, =-3.459, -2.731,
~1.271, ~-1.549, -2.455, -4.276, -3.980, =3.799,
~1.972, -1.632, -2.464, -3.195, -4.379, -1.685,
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-2.052 and -2.866 respectively. It is worth mentioning

here that out of 19 vyears under study, negative
significant impact is found for 17 years. This is in

line with pecking order theory.

The F values are 3.602, 0.746, 3.541, 6.132,
4.011, 1.847, 1.885, 3.016, 9.193, 7.932, 7.333,
4.080, 2.089, 3.369, 5.391, 10.753, 2.119, 3.859 and
5.642. Here out of 19 years under study, significant F
value 1is found for 13 years. Indicating thereby that
the model with wvariables NFA/TNA, and PBT/TNA fits
well.

f. With RUN 6:

Considering the TD/TA ratio to be a- dependént
variable, and NFA/TNA, PBT/TNA and Average size as
independent variables linear regressions are run
yearwise from 1981 to 1999. The results for the years
1981 to 1999 of the regressions are presented in Table

VI.31. From the Table it is observed that values of R?
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are 0.1784, 0.0762, 0.1926, 0.2669, 0.1684, 0.0912,
0.0945, 0.1277, 0.3296, 0.2926, 0.2614, 0.1818,
0.1069, 0.1622, 0.2129, 0.3388, 0.1478, 0.2372 and

.3212 respectively. The values of RZ are 0.1182,

0

0.0086, 0.1335, 0.2133, 0.1076, 0.0247, 0.0283,
0.0638, 0.2805, 0.2409, 0.2074, 0.1220, 0.0416,
0.1009, 0.1553, 0.2904, 0.0410, 0.1418 and 0.2365

—

respectively. The highest R? is found to be 0.2904

for the year 1996 and the lowest R? is.found to be
0.0086 for the year 1982,

The coefficients of NFA/TNA are -0.1384, -0.0602,
~0.0341, ~0.1043, -0.1672, -0.2241, -0.2233, -0.081s6,
-0.1213, -0.1181, -0.1345, -0.299%94, -0.1935, -0.2908,
-0.2327, -0.0329, 0.1475, 0.1850 and 0.0428
respectively. The t values are -1.185, -0.457, -0.267,
-0.808, =~1.209, -1.528, ~-1.606, -0.592, -1.282,
-1.200, -1.478, -2.745, -1.867, -2.146, -1.955,
-0.264, 0.717, 0.951 and 0.265 respectively. It 1is
worth mentioning here that negative significant impact
is found for 7 years. This is in line with Ferri and
Jones. For all other years the impact of NFA/TNA on

TD/TA ratio is found to be insignificant.

The coefficients of PBT/TNA are -0.0086, -0.0039,
-0.0093, =~0.0112, -0.0071, ~0.0032, =-0.0050, ~0.007§,
-0.0092, -0.0086, -0.0098, -0.0056, -0.0044, -0.0080,
~0.0053, -0.0065, -0.0070, ~0.0062 and -0.0093
respectively. The t values are -2.548, -0.983, -2.747,
-3.604, ~2.757, ~-1.264, -1.537, -2.439, -4,303,
-3.%982, -3.753, -2.022, -1.640, -2.561, ~-3.218,
~-4.316, -1.612, -1.963 and -2.892 respectively. It is

worth mentioning here that out of 19 years under



study, negative significant impact is found for 17
years. This is in line with pecking order theory. For
other years the impact of PBT/TNA on TD/TA is found to

be insignificant.

Similarly the coefficients of Average size are
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, -0.0000,
0.0000, -0.0000, -0.0000, -0.0000, -0.0000, 0.0000,
0.0000, 0.0000, 0.0000, 0.0000, -0.0000, -0.0000 and
0.0000 respectively. The highest ‘ and lowest

coefficients are +0.0000 for all years. The t values
are -1.263, -1.362, -1.566, -1.512, -0.629, -0.682,
0.743, -0.312, -1.238, -1.034, -0.379, 0.980, 0.869,
1.083, 0.668, 0.086, ~-0.270, -0.203 and 0.604
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respectively. It is worth mentioning here that out of’

19 years, negative significant impact is for 3 years.
This is in line with finding of Gupta. For other years
the impact of Average size on TD/TA ratioc is found to

be insignificant.

The ¥ wvalues are 2.967, 1.126, 3.260, 4.975,
2.768, 1.371, 1.427, 2.000, 6.718, 5.654, 4.837,
3.037, 1.636, 2.646, 3.696, 7.002, 1.385, 2.488 and
3.788. It is worth mentioning here that out of 19

years under study, F value is found significant for 10

years. This tends to suggest that for these 10 years.

R? is significant and null hypothesis is rejected.

g. With RUN 7:

Considering the TD/TA to be a dependent variablé,
and NFA/TNA, OPI/Sale and Average size as independent
variables linear regressions are run yearwise fiam
1981 to 1999. The results for the years 1981 to 1999

of the regressions are presented in Table VI.31. From



the Table it is observed that values of R? are 0.0974,,
0.0658, 0.1130, 0.0628, 0.0356, 0.0559, 0.0424,
0.0128, 0.0976, 0.1211, 0.0444, 0.1124, 0.0525,
0.0542, 0181, 0.0500, 0.1597, 0.3117 and 0.3175

respectively. The values of §2 is found to be 0.0314,
-0.0026, 0.0480, -0.0058, =-0.0350, -0.0132, -0.0277,
-0.0595, 0.0316, 0.0568, ~0.0255, 10,0474, -0.0169,
-0.0150, -0.0538, -0.0196, 0.0547, 0.2257 and 0.2322

respectively. The highest R? is found to be 0.2322

for the year 1999 and the lowest RZ is -0.0595
(1988) .

The coefficients of NFA/TNA are 0.0636, 0.0067,
0.1308, 0.0475, -0.0641, -0.1944, ~O.1584} 0.0452,
0.0486, 0.0399, 0.0285, -0.1940, -0.1234, -0.1229,
-0.0638, 0.2435, 0.3770, 0.4715 and 0.3035

respectively. The t wvalues are 0.411, 0.046, 0.914[

0.281, -~0.424, -1,205, -1.099, 0.302, 0.427, 0.3869,
0.257, -1.658, -1,144, 40.965, -0.446,.1.460, 1.799,
2.666 and 2.040 respectively. It 1is worth mentioning
here that positive significant impact is found for 4
years. This is in line with trade-off theory. Also
negative significant impact is found for 2 years. It
is in line with Ferri and Jones. For all other years
the impact of NFA/TNA on TD/TA ratio is found to be

insignificant.

The coefficients of OPl/Sale are ~-0.0044,
-0.0023, -~0.0058, ~0.0048, -0.0036, -0.0003, —0.0@01,
-0.0024, -0.0055, -0.0044, -0.0038, -0.0019, -0.0010,
-0.0013, ~0.0016, -0.0026, ~0.0072, -0.0103 and
-0.0105. The t values are -1.459, =0.709, -1.786,
-1.109, -0.951, -0.066, -0.041, ~-0.698, -1.794,
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-2.182, ~1.256, =-0.748, -0.424, -1.061, -0.410,
-0.709, -1.727, -2.621 and -2.860 respectively. It is
worth mentioning here that out of 19 years under
study, negative significant impact 1is foqnd for 7
yearé. It is in line with pecking order theory. For
remaining years the impact of OPI/Sale on TD/TA ratio‘

is found to be insignificant.

Similarly the coefficient of Average sizé are
-0.0000, -0.0000, -0.0000, -0.0000, —0.0COO, -0.0000,
0.0000, -0.0000, -0.0000, -0.0000, -0.0000, 0.0000,
0.0000, 0.0000, 0.0000, 0.0000, 0.0000, 0.0000 and
0.0000 respectively. The highest and lowest
coefficients are #0.0000 for all years. The t values
are -1.467, -1.525, -1.572, -1.287, -0,461, -0.670,
0.730, -0.054, -0.579, -0.829, -0.040, 0.867, 0.850,
0.841, 0.457, 0.11e6, 0.282, 0.460 and 0.781:
respectively. It is worth mentioning here that out of
19 years, negative significant impact is found for
only 3 years. This is in line with finding of Gupta.
For all other 16 years the impact of Average size on

TD/TA ratio is found to be insignificant.

The F value 1is found to be 1.475, 0.963, 1.740,
0.915, 0.504, 0.808, 0.605, 0.177, 1.479, 1.883,
0.635, 1.730, 0.757, 0.783, 0.252, 0.719, 1.521, 3.623
and 3.722. It is worth mentioning here that out of 19
vears under study, significant F value is found only
for 2 years. This tends to suggest that ohly for 2
years the model fits well.

h. With RUN 8:

Considering the TD/TA to be a dependent variable,
and NFA/TNA, PBT/TNA, OPI/Sale and Average size as
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independent variables linear regressions are run
yearwise from 1981 to 1999. The results for the years
1981 to 1999 of the regressions are presented in Table
VI.31. From the Table it is observed that values of R?
are 0.1807, 0.0788, 0.1968, 0.2777, 0.1707, 0.1026,
0.1153, 0.1368, 0.3311, 0.3014, 0.2673, 0.1865,
0.1172, 0.1629, 0.2206, 0.3389, 0.2009, 0.3400 and

.3905 respectively. The values of R? is found to be

.0269, 0.0565, 0.2642, 0.2315, 0.1940, 0.1052,
.0289, 0.0792, 0.1426, 0.2728, 0.0619, 0.2253 and

’

0
0.0988, -0.0133, 0.1165, 0.2055, 0.0877, 0.0128,
0
0

0.2845 respectively. The highest R2 is found to be

0.2845 for the year 1999 and the lowest R2 is found
to be 0.0133 for the year 1982,

The coefficients of NFA/TNA are -0.0975, -0.0324,
0.0022, -0.1826, -0.1847, -~0.2866, -0.3015, -0.1332,
-0.1385, -0.0920, -0.1729, -=-0.3377, -0.2416, -0.2988,

-0.2853, -0.0246, 0.2761, 0.3638‘ and 0.1512
respectively. The t values are -0.576, -0.207, 0.014,
-1.111, -1.236, -1.670, —1.874,\ -0.833, =1.247,

-0.871, -1.514, -2.481, -1.917, -2.079, -1.952,
-0.159, 1.208, 1.753 and 0.887 respectively. It 1is
worth mentioning here that negative significant impact
is found for 7 years. This 1is in iine with the
findings of Ferri and Jones. The positive significant
t wvalue is found for 1 year. This is in, line with
trade-off theory. For remaining years the impact of

NFA/TNA on TD/TA ratio is found to be insignificant.

The coefficients of PBT/TNA are -0.0079, -0.0033,
-0.0083, -0.0127, -0.0075, -0.0043, -0.0071, ~0.0091,
-0.0096, -0.0078, -0.0107, ~-0.0065, -0.0058, -0.0084,
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-0.0057, -0.0065, -0.0050, -0.0033 and ~0.0061. The t
values are -2.016, -0.751, -2.043, -3,450, -2.553,
~1.443, -1.816, -2.397, ~-3.737, -3.213, -3.488,
-1.909, -1.712, -2.280, -3.224, -4.181, ~1:088,
-0.993 and -1.659 respectively. It is worth mentioning
here that out of 19 years under study, negative
significant impact is found for 16 years. This is in
line with pecking order. For remaining years the
impact of PBT/TNA on TD/TA ratio 1is found to be

insignificant.

The coefficients of OPI/Sale are ~0.0011,
-0.0012, -0.0017, 0.0035, 0.0013, 0.0033, 0.0035,
0.0025, 0.0010, =-0.0014, 0.0018, 0.0015, 0.00189,
0.0002, 0.0024, -0.0003, -0.0055, -0.0084 and
~-0.0067. The t wvalues are -0.337, -0.339, -~0.457,
0.775, 0.330, 0.714, 0.969, 0.652, 0.305, ~0.708,
0.566, 0.479, 0.681, 0.187, 0.629, -0.093, —1.239,
-1.893 and -1.615 respectively. It is worth mentioning
here that out of 19 years under study, negative
significant impact is found for 2 years. This is in
line with pecking order theory. For remaining 17 years
the impact of OPI/Sale on TD/TA ratio is found to be

insignificant.

Similarly the coefficient of Average size are
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, -0.0000,
0.0000, -0.0000, -0.0000, -0.0000, -0.0000, 0.0000,
0.0000, 0.0000, 0.0000, 0.0000, 0.0000, 0©.0000 and
0.0000 respectively. The highest and lowest
coeffiéients are *0.0000 for all years. The t values
are -1.291, -1.388, -1.584, -1.381, -0.594, -0.603,
0.574, -0.467, -1.260, -0.990, -0.528, 0.964, 0.801,
1.070, 0.484, 0.119, 0.237, 0.429 and 0.895



448

TABLE V131

YEARYISE HULTIPLE REGRESSIONS OF TOTAL DEBT 10 TOTAL ASSETS RATIO ON VARIOUS EXPLANATORY VARIABLES
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respectﬁvely. It is worth mentioning here that out of
19 years, negative significant impact is for 3 years.
This is in line with finding of Gupta. For all oth?r
16 years the impact of Average size on TD/TA ratio is

found to be insignificant.

The F values are 2.205, 0.855, 2.450, 3.845,
2.058, 1.143, 1.304, 1.585, 4.950, 4.314, 3.647,
2.293, 1.327, 1.946, 2.830, 5.127, 1.445, 2.963 and
3.684. It is worth mentioning here that out of 19
years under study, significant F value is found for 7
years, indicating thereby that only for 7 vyears out of
19 years, selected variables have good explanatory

power.

IV. TOTAL EQUITY TO TOTAL ASSETS RATIO:
a. With RUN 1:

Considering the TE/TA ratio to be a dependent
variable, and GFA/TGA and OPI/TGA as independent
variables linear redgressions are run yearwise from
1981 to 1999. The results for the years 1981 to 1999
of the regressions are presented in Table VI.32. From
the Table it can be observed that the values of R? are
0.1655, 0.0768, 0.0936, 0.1349, 0.1658, 0.2080,
0.2209, 0.1122, 0.1645, 0.1791, 0.1583, 0.0597,
0.0678, 0.0951, 0.0463, 0.0302, 0.0918, 0.1598 and
0.1245 respectively. The values of Ez is found to be
0.1258, 0.0328, 0.0505, 0.0937, 0.1261; 0.1703,
0.1838, 0.0699, 0.1247, 0.1400, 0.1183, 0.0150,
0.0234, 0.0521, 0.0008, -0.0160, 0.0191, 0.0%926 and

0.0545 respectively. The highest R2 is 0.1838 (1987)

and the lowest R? is -0.0160 (1996).
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The coefficients of GFA/TGA are 0.2394, 0.224s6,
0.1833, -0.0017, 0.2474, 0.3412, 0.3797, 0.2334,
0.1689, 0.1170, 0.0745, 0.1450, 0.1236, 0.1208,
0.0646, -0.1414, ~-0.2891, -0.3287 and -0.1965
respectively. The t values are 2.089, 1.757, 1.332,
~0.628, 2.032, 2.602, 3.253, 1.867, 1.725, 1.327,
0.871, 1.446, 1.302, 1.066, 0.542, -1.141, -1.508,
-1.853 and -1.050 respectively. It is worth mentioning
here that negative significant impact is found for
only 2 years. This is in line with trade-off theory.
Also positive‘ significant impact 1is found for 10
years. For remaining 7 years the impact of GFA/TGA on

TE/TA ratio is found to be insignificant.

The coefficients of OPI/TGA are 0.0073, 0.0037,
0.0068, 0.0085, 0.0066, 0.0069, 0.0052, 0.0051,
0.0064, 0.0062, 0.0078, 0.0027, 0.0030, 0.0053,
0.0047, 0.0010, 0.0029, 0.0048 and 0.0071. The t
values are 2.189, 0.963, 1.884, 2.509, 2.449, 2,491,
1.807, 1.685, 2.586, 2.880, 2.766, 1.128, 1.448,
2.070, 1.368, 0.270, 0.665, 0.926 and 1.417
respectively. It is worth mentioning here that out of
19 years under study, positive significant effect is
found for 14 years. It is in line with pecking order
theory. For all other years the impact of OPI/TGA on

TE/TA ratio is found to be insignificant.

The F values are 4.165, 1.747, 2.169, 3.274,
4.174, 5.514, 5.953, 2.653, 4.135, 4.581, 3.950,
1.334, 1.526, 2.208, 1.019, 0.654, 1.263, 2.378 and

1.778. It is worth mentioning here that out of 19

years under study, significant F value is found for 8

vears. This tends to suggest that for 8 years the
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selected wvariables have good explanatory power for

dependent wvariables.

b. With RUN 2:

Considering the TE/TA ratio to be a dependent
variable, and GFA/TGA, OPI/TGA and Average size as
independent variables linear regressions are run
yearwise from 1981 to 1999. The results for the years
1981 to 1999 of the regressions are presented in Table
VI.32. From the Table it can be observéd that values
of R? are 0.1899, 0.1038, 0.1171, 0.1657, 0.1666,
0.2327, 0.2215, 0.1123, 0.1758, 0.2294, 0.1692,
0.0627, 0.0839, 0.1072, 0.0644, 0.0337, 0.0926, 0.1606

and 0.1250 respectively. The values of Ez are found to
be 0.1306, 0.0382, 0.0525, 0.1047,0.1056, 0.1765,
0.1645, 0.0474, 0.1153, 0.1730, 0.,1084, =-0.0058,
0.0169, 0.0419, ~0.0041, -0.0370, =0.0208, 0.0557

and 0.0157 respectively. The highest R2 is 0.1599

(1990) and the lowest RZ? is -0.0453 (1996).

The coefficients of GFA/TGA are 0.2093, 0.1882,
0.1518, -0.0015, 0.2473, 0.3136, 0.3776, 0.2272,
0.1629, 0.1075, 0.0643, 0.1526, 0.1439, 0.1431,
0.0938, -0.1331, ~0.2978, -0.3368 and ~0.1920
respectively. The t values are found to be 1.781,
1.429, 1,078, -0.516, 2.007, 2.360, 3.182, 1.83s,
1.649, 1.241, 0.737, 1.475, 1.466, 1.215, 0.756,
-1.047, =-1.459, -1.786 and -0.985. It is worth
mentioning here that positive significant impact is
found for 9 years. The negative significant impact is
found for 2 years. The latter is in line with trade-

off theory.
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The coefficients of OPI/TGA are 0.0076, 0.0039,
0.0071, ©0.0091, 0.0067, 0.0074, 0.0052, 0.0051,
0.0065, 0.0067, 0.0079, 0.0026, 0.0028, 0.0050,
0.0055,' 0.0015, 0.0029, 0.0047 and 0.0071. The t
values are 2.280, 1.021, 1.965, 2.679, 2.420, 2.640,
1.795, 1.663, 2.609, 3.137, 2.784, 1.054, 1.325,
1.934, 1.551, 0.367, 0.633, 0.881 and 1.388
respectively. It is worth mentioning here that out of
19 years under study, positive significant effect is
found for 14 years. It is in line with pecking order

theory.

Similarly tﬁe coefficients of Average size are
0.0000, 0.0000, 0.0000, ©.0000, 0.0000, 0.0000,
0.0000, 0.0000, 0.0000, 0.0000, 0.0000, -0.0000,
-0.0000, -0.0000, -0.0000, -0.0000, 0.0000, 0.0000 and
-0.0000 respectively. The  highest and lowest
coefficients are #0.0000 for all years. The t wvalues
are 1.111, 1.111, 1.045, 1.231, 0.192, 1.148, 0.178,
0.077, 0.743, 1.638, 0.731, -0.362, -0.849, -0.744;
-0.891, -0.386, 0.148, 0.153 and -0.117 respectively.
It 1is worth mentioning here that out of 19 years,
positive significant impact is found for only 1 year.
For remaining 18 years the impact of Average size on

TE/TA ratio is found to be insignificant.

The F values are 3.204, 1.582, 1.813, 2.714,
2.731, 4.144, 3.888, 1.729, 2.911, 4.068, 2.782,
0.915, 1.251, 1.641, 0.941, 0.477, 0.816, '1.531 and
1.143. It 1is worth mentioning here that out of 19
years under study, significant F value is found only

for 5 years. This tends to suggest that only for 5
years the model fits well.
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c. With RUN 3:

Considering the TE/TA to be a dependent variable,
and GFA/TGA, OPI/Sale and Average size as independent
variables linear regressions are run yearwise from
1981 to 1999. The results for the years 1981 to 1999
of the regressions are presented in Table VI.32. From
the Table it can be observed that the values of R? are
0.1043, 0.0833, 0.0859, 0.0571, 0.0499, 0.1025,
0.1604, 0.0525, 0.0634, 0.1171, 0.0307, 0.0391,
0.0448, 0.0758, 0.0677, 0.0797, 0.2066, 0.3620 and

0.3119 respectively. The values of R? are found to be

0.0388, 0.0162, 0.0190, -0.0119, 0.0197, 0.0369,
0.0990, -0.0168, -0.0051, 0.0525, -0.0402, -0.0312,
-0.0252, 0.0082, -0.0005, 0.0123, 0.1075, 0.2822 and

0.2259 respectively. The highest RZ? is 0.2822 (1998)

and the lowest R2 is -0.0402 (1991).

The coefficients of GFA/TGA are 0.1176, 0.1478,
0.0084, -0.0016, 0.1876, 0.2672, 0.3368, 0.1969,
0.0881, 6.0464, -0.0011, 0.1178, 0.1190,/ 0.0688,
-0.0448, ~0.2443, -0.4469, ~0.4965 and -0.2948
respectively. The t values are 0.800, 1.044, 0.056,
-0.528, 1.452, 1.805, 2.743, 1.461, 0.825, 0.499,
-0.011, 1.102z, 1.176, 0.602, =-0.322, -1.671, -2.163,
~2.938 and -1.704 respectively. It is worth mentioning
here that negative significant impact is found for 4
years. This is in line with trade~off theory. Also
positive significant impact is found for 4 yéars. Thus
for the same variable contradictory results are

observed in different years.

The coefficients of OPI/Sale are 0.0024, 0.0010,
0.0049, 0.0048, -0.0011, =~0.0004, -0.0002, -0.0002,
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0.0629, 0.0034, 0.0025, 0.0006, -0.0001, 0.0015, .

0.0057, 0.0050, 0.0082, 0.0112 and 0.131 respectively.
The t value is found to be 0.886, 0.318, 1.527, 1.274,
-0.315, -0.114, -0.065, -0.079, 1.040, 1.837, 0.890,
0.275, -0.068, 1.491, 1.600, 1.479, 1.977, 2.932 and
2.994 respectively. It is worth mentioning here that
out of 19 years under study, positive significant
impact is found for 8 years. This in line with pecking

order theory.

Similarly, the coefficients of Average size are
0.0000, 0.0000, 0.0UOO, 0.0000, -0.0000, 0.0000,

0.0000, -0.0000, 0.0000, 0.0000, 0.0000, -0.0000,
-0.0000, -0.,0000, -0.0000, -0.0000, -~0.0000, -0.0000
and -=0.0000 respectively. The highest and lowest

coefficients are #0.0000 for all years. The t values
are 1.058, 1.087, 1.030, 0.868, -0.223, 0.701, 0.014,
-0.082, 0.294, 1.046, 0.288, -0.525, -0.989,
-1.084, -0.971, -1.011, -0.648, -0.842 and -0.910
respectively. It is worth mentioning here that for all
19 years under study the impact of Average size on

TE/TA is found to be insignificant.

The F values are 1.59%2, 1.241, 1.285, 0.827,
0.717, 1.561, 2.611, 0.758, 0.925, 1.812, 0.433,
0.556, 0.640, 1.121, 0.993, 1.183, 2.084, 4.539 and
3.626. It is worth mentioning here that out of 19
years under study, sigﬁificant F value is found only
for 2 years. This tends to suggest that only for 2
years the selected independent variables had good

explanatory power.

d. With RUN 4:
Considering the TE/TA to be a dependent variable,
and GFA/TGA, OPI/TGA, OPI/Sale and Average size as



independent variables linear regressions are run
yearwise from 1981 to 1999. The results for the years
1981 to 1999 of the regressions are presented in Table
VI.32. From the Table it can be observed that the
values of R? are 0.2043, 0.1169, 0.1172, 0.1719,
0.3084, 0.4007, 0.3080, 0.185¢, 0.1866, 0.2459,
0.1860, 0.0816, 0.1829, 0.1129, 0.0781, 0.0923,
0.2389, 0.3976 and 0.3140 respectively. The values

of Ez are found to be 0.1247, 0.0286, 0.0289, 0.0891,

0.2392, 0.3408, 0.2388, 0.1042, 0.1053, 0.1705,
0.1047, -0.0103, 0.1011, 0.0241, -0.0141, 0.0015,
0.1065, 0.2928 and 0.1947 respectively. The highest

EZ is found to be 0.3408 (1986} and the lowest Ez is
-0.0141 (1995).

The coefficients of GFA/TGA are 0.3055, 0.2770,
0.1445, ~-0.0013, 0.3566, 0.5425, 0.5031, 0.3801,
0.1980, 0.1424, 0.1136, 0.2293, 0.2975, 0.1283,
0.0118, -0,2799, -0.5045, ~0.5784 and -0.3068. The ¢t
value is found to be 1.870, 1.580, 0.771, -0.452,
2.975, 3.957, 3.980, 2.614, 1.796, 1.507, 1.106,
1.713, 2.544, 1.049, 0.072, -1.810, -2.349, -3.180 and
-1.685 respectively. It is worth mentioning here that
positive significant <dmpact is found for 10 vyears.

Also negative significant impact is found for 4 years.

The latter is in line with trade-off theory. For all

other years the impact of GFA/TGA on TE/TA ratio is

found to be insignificant.

The coefficients of OPI/TGA are 0.0103, 0.0077,
0.0069, 0.0107, 0.0133, 6.0163, 0.6123, 0.0109,
0.0080, 0.0094, 0.0099, 0.0055, 0.0093, 0.0041,
0.0032, -0.0038, -0.0058, -0.0071 and -0.0015. The t
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values are 2.242, 1.235, 1.191, 2,355, 3.866, 4.461,

2.921, 2.557, 2.461, 2.614, 2.763, 1.360, 2.600,
1.292, 0.671, -0.745, -0.987, ~-1.166 and -0.266

respectively. It is worth mentioning here that out of

19 vears under study, positive significant impact is

found for 11 years. This is in line with pecking order

theory. For all other years the impact of COPI/TGA on

TE/TA ratio is found to be insignificant.

The coefficients of O0OPI/Sale are —0.0030;
-0.0038, 0.0003, -0.0026, -0.0113, -0.0147, -0.0086,
—0.0677, -0.0026, -0.0027, -0.0030, -0.0032, -0.0073,
0.0006, 0.0037, 0.0071, 0.0122, 0.0149 and 0.0139. The
t wvalues are -0.851, -0,772, 0.060, -0.545, -2,863,
-3.349, -2.237, -1.898, -0.736, ~0.935, -0.911,
-0.%06, -2.201, 0.506, 0,771, 1.607, 2.102, 3,007 and
2.517. It is worth mentioning here that out of 19
years under study, negative significant impact is
found for 5 years. This is in line with trade-off
theory. Also positive significant t value is found for
4 years. This is in line with pecking order theory.
Thus contradictory results are found for same

variables in different years.

Similarly the coefficients of Average size are
0.0000, 0.0000, 0.6000, 0.0000, 0.0000, 0.0000,
¢.0000, 0.0000, 0.,0000, 0.0000, 0.0000, -0.0000,
-0.0000, -0.0000, -0.0000, -0.0000, -0.0000, =0.0000
and -0.0000 respectively. The highest 4and lowest
coefficients are #0.0000 for all years. The t values
are 0.878, 0.924, 1.034, 1.247, 0.239, 1.294, 0.815,
0.730, 0.948, 1.818, 1.008, -0.106, =-0.044, -0.807,
-1.013,  -1.068,  -0.899,  -1.028  and  -0.927

respectively. It is worth mentioning here that out of



19 years, positive significant impact is only for 1
year. For remaining 18 years the impact of Average

size on TE/TA ratio is found to be insignificant.

The» F values are 2,567, 1.324, 1.328, 2.075,
4.458, 6.686, 4.451, 2.280, 2.294, 3.260, 2.286,
0.888, 2,238, 1.272, 0.847, 1.017, 1.804, 3.794 and
2.632. It is worth mentioning here that out of 19
vears under study, significant F wvalue is found for
only 6 years, indicating thereby the fitness of model

for only six years out of 19 years.

e. With RUN 5:

Considering the TE/TA ratio to be a dependent
variable, and NFA/TNA and PBT/TNA as independent
variables linear regressions are run yearwise from
1981 to 1999. The results for the years 1981 to 1999

of the regressions are presented in Table VI.32. From
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the Table it is observed that the values of R? are

0.1420, 0.0303, 0.1596, 0.3172, 0.3032, 0.3274,
0.1334, 0.2442, 0.3575, 0.4908, 0.4351, 0.2721,
0.2531, 0.3119, 0.3279, 0.5137, 0.2136, 0.2826 and

0.3810 respectively. Rz are found to be 0.1012,

-0.0159, 0.11%6, 0.2847, 0.2700, 0.2954, 0.0921,
0.2082, 0.3269, 0.4666, 0.4082, 0.2375, 0.2175,
0.2792, 0.2959, 0.4906, 0.1507, 0.2252 and 0.3315

—

respectively. The highest R? is found to be 0.4906

(1996) and the lowest RZ is -0.0159 (1982).

The coefficients of NFA/TNA are 0.1527, 0.0907,
0.0523, 0.0643, 0.1198, 0.2107, 0.1924, 0.1498,
0.0918, 0.0982, 0.0925, 0.2031, 0.1786, 0.2683,
0.1989, 0.0834, -0.1614, -0.1870 and —0;0111
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respectively. The t values are 1.370, 0.694, 0.414,
0.518, 1.051, 1.722, 1.455, 1.305, 1.074, 1.291,
1.2712, 2.412, 2.220, 2.814, 2.056, 0.878, -0.887,
~1.074 and -0.065 respectively. It is worth mentioning
here that positive significant impact is found for 8
years. For all other years the impact of NFA/TNA on

TE/TA ratio is found to be insignificant.

The coefficients of PBT/TNA are 0.0084, 0.0039,
0.0095, 0.0132, 0.0090, 0.0092, 0.0075, 0.0098,
0.00%93, 0.0106, 0.0120, 0.0082, 0.0078, 0.0101,
0.0063, 0.0077, 0.0087, 0.0069 and 0.0126. The ¢t
values are 2.496, 0.100, 2.821, 4.417, 4.266, 4.379,
2.422, 3.671, 4.833, 6.345, 5.673, 3.747, 3.609,
4.264, 4.502, 6.441, 2.114, 2.324 and  3.582
respectively. It is worth mentioning here that out of
19 years under study, positive significant impact is
found for 18 years. It is in line with pecking order

theory for this year.

The F wvalues are 3.477, 0.656, 3.988, 9.755,
9.137, 10.222, 3.232, 6.786, 11.686, 20.243, 16.174,
7.851, 7.116, 9.520, 10.247, 22.186, 3.395, 4.923 and
7.695, It 4is worth mentioning here that out of 19
years under study, significant F value is found for 18
years. Indicating thereby the fitness of the'model for

as many as 18 years.

f. With RUN 6:

Considering the TE/TA ratio to be a dependent
variable, and NFA/TNA, PBT/TNA and Average size as
independent variables linear regressions are run
yearwise from 1981 to 1999. The results for the years

1981 to 1999 of the regressions are presented in Table



VI.32. From the Table it is observed that the values
of R? are 0.1722, 0.0677, 0.1896, 0.3448, 0.3039,
0.3515, 0.1315, 0.2449, 0.3679, 0.5230, 0.4434,
0.2824, 0.2795, 0.3678, 0.3446, 0.5234, 0.2139, 0.2830

and 0.3919 respectively. Values of RZ are 0.1116,

-0.0016, 0.1303, 0.2968, 0.2530, 0.3040, 0.0721,
0.1896, 0.3216, 0.4881, 0.4027, 0.2299, 0.2268,
0.3215, 0.2966, 0.4885, 0.1156, 0.1934 and 0.3159

respectively. The highest Ez is found to be 0.4885

for the year 1996 and the lowest R? is found to be
~0.0016 for the year 1982.

The coefficients of NFA/TNA are 0.1380, 0.0585,
0.0283, 0.0445, 0.1190, 0.1976, 0.1902, 0.149%96,
0.0880, 0.0912, 0.0834, 0.2193, 0.2069, 0.3379,
0.2309, 0.1080, -0.1683, -0.1950 and 0.0265
respectively. The t values are 1.182, 0.443, 0.223,
0.359, 1.031, 1.619, 1.421, 1.288, 1.024, 1.221,
1.128, 2.514, 2.486, 3.398, 2.272, 1.091, -0.840,
-1.025 and 0.145 respectively. It is worth mentioning
here that positive significant impact is found for 6
years, For all other years the impact of NFA/TNA on

TE/TA ratio is found to be insignificant.

The coefficients of PBT/TNA are 0.0084, 0.00386,
0.00%6, 0.0135, 0.0090, 0.0092, 0.0075, 0.0098,
0.0093, " 0.0106, 0.0119, 0.0083, 0.0078, 0.0105,
6.0065, (0.0078, 0.0087, 0.0069 and 0.0130. The t
values are 2.495, 0.%10, 2.870, 4.532, 4.219, 4.408,
2.397, 3.633, 4.814, 6.475, 5.632, 3.765, 3.649,
4.557, 4.572, 6.484, 2.048, 2.239 and 3.601
respectively. It is worth mentioning here that out of

19 years under study, positive significant impact is
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found for 18 years. It is in line with pecking oxrder

theory.

Similarly the coefficient of Average size are
0.0000, 0.0000, 0.0000, 0.0000, 0.0000, 0.0000,
0.0000, ©0.0000, 0.0000, 0.0000, 0.0000, -0.0000,
-0.0000, -~0.0000, -0.0000, -0.0000, 0.0000, 0.0000 and
-0.0000 respectively. The highest and lowest
coefficients are #0.0000 for all years. The t values
are 1.222, 1.265, 1.233, 1.314, 0.212, 1.233, 0.309,
0.188, 0.820, *1.662, 0.783, -0.767, -1.225, =-1.904,
-1.020, -0.911, 0.092, 0.118, -0.655 respectively. It
is worth mentioning here that out of 19 yeafs,
positive significant impact 1is for 2 vyears. . And
negative significant impact is for 1 year. For all
other years the impact of Average size on TE/TA ratio

is found to be insignificant.

The F wvalues are 2.843, 0.976, 3.198, 7.191,
5.968, 7.406, 2.140, 4.432, 7.954, 14.982, 10.887,
5.378, 5.301, 7.951, 7.184, 15.007, 2.176, 3.157 and
5.156. It 1is worth mentioning here that out of 19
years under study, significant F value is found for 14
years. Thus the model with NFA/TNA, PBT/TNA and

Average size fits well for prediction of TE/TA.

g. With RUN 7:

Considering the TE/TA ratio to be .a dependent
variable, and NFA/TNA, OPI/Sale and Average size as

independent variables linear regressions are run
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yearwise from 1981 to 1999. The results for the years

1981 to 1999 of the regressions are presented in Table
VI.32. From the Table it is observed that the values
of R*? are 0.0936, 0.0589, 0.,1092, 0.0698, 0.0029,



0.0442, 0.0151, 0.0038, 0.0563, 0.1277, 0.0520,

0.0351, 0.0466, 0.0961, 0.0678, 0.0920, 0.1972, 0.3696¢

and 0.3278 respectively. Values of R2 are found to be
0.0273, -0.0099, 0.0441, 0.0018, -0.0701, -0.0257,
-0.0570, -0.0691, -0.0128, 0.0639, -0.0174, -0.0355,
-0.0232, 0.0299, -0.0005, 0,0256, 0.0968, 0.2908 and

0.2438 respectively. The highest R? is found to be

0.2908 (1998) and the lowest Ez is -0.0701 (1985).

The coefficients of NFA/TNA are -0.0590, -0.0062,
-0.1476, -0.1572, 0.0389, 0.1196, 0.0868, 0.0205,
~-0.0657, -0.0861, -0.0993, 0.1061, 0,1171, 0.1194,
-0.0424, ~0.2803, -0.4326, -0.5133 and -0.3310
respectively. The t values are -0.382, *0.042, -1.038,

-0.919, 0.278, 0.748, 0.603, 0.151, -0.604, -0.867,
-0.958, 1.019, 1.210, 1.135, -0.325, -1.840, -~2.083,

~-3.005 and ~1.881 respectively. It is worth mentioning

here that negative significant impact is found for 4
years. This is in line with trade-off theory. For all
other years the impact of NFA/TINA on TE/TA ratio is

found to be insignificant.

The coefficients of OPI/Sale are 0.0042, 0.0023,
0.0063, 0.0067, -0.0008, 0.0002, 0.0006, 0.0009,
0.0041, 0.0038, 0;0037, 0.0004, -0.0004, 0.0015,
0.0058, 0.0055, 0.0078, 0.0114 and 0.0133. The t
values are 1.459, 0.696, 1.948, 1.533, -0.219, 0.063,
0.189, 0.293, 1.409, 2.085, 1.300, 0.187, =-0.210,
1.482, 1.590, 1.610, 1.889, 3.000 and 3.072
respectively. It is worth mentioning here that out of
19 years under study, positive significant impact is

found for 11 years. It is in line with pecking order
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theory. For all other years the impact of OPI/Sale on

TE/TA ratio is found to be insignificant.

Similarly the coefficients of Average size are
0.0000, 0.0000, 0.0000, 0.0000, =-0.0000, 0.0000,
0.0000, -0.0000, 0.0000, 0Q.0000, O.COOO, -0.0000,
-0.0000, -0.0000, =-0.0000, -0.0000, -0.0000, -0.0000
and —0.0GOO respectively. The highest and lowest
coefficients are *0.0000 for all years. The t values
are 1.424, 1.423, 1.266, 1.075, -0.164, 1.012, 0.248,
-0.029, 0.293, 1.135, 0.303, ~0.492, -0.998,

-1.302, -0.941, -0.982, -0.477, -0.636 and -0.760

respectively. It is worth mentioning here that out of
19 years, positive significant impact is for 2 years.
Also negative significant impact is found for 1 vyear.
For all other vyears the impact of Average size on

TE/TA ratio is found to be insignificant.

‘ The F wvalues are 1.411, 0.856, 1.676, 1.026,
0.039, 0.633, 0.209, 0.052, 0.815, 2,001, 0.749,
0.497, 0.667, 1.452, 0.993, 1.385, 1.965, 4.691 and
3.901. It is worth mentioning here that out of 19
years under study, significant ¥ value is found only
for 2 years. This tends to suggest that only for 2

years the model fits well.

h. With RUN 8:

Considering the TE/TA ratio to be a dependent
variable, and NFA/TNA, PBT/TNAR, OPI/Sale and Average
size as independent variables linear regressions are
run yearwise from 1981 to 1999. The results for the
years 1981 to 1999 of the regressions are presented in
Table VI.32. From the Table it is observed that the
values of R? are 0.1743, 0.0696, 0.1964, 0.3523,

471



0.4182, 0.4661, 0.1738, 0.3105, 0.3855, 0.5231,
0.4691, 0.3846, 0.4422, 0.3735, 0.3474, 0.5375,
0.2674, 0.4051 and 0.4522 respectively. The values
of Ez are found to be 0.0918, -0.0234, 0.1160, 0.2875,
0.3600, 0.4127, 0.0912, 0.2416, 0.3241, 0.4754,
0.4160, 0.3230, 0.3864, 0.3168, 0.2821, 0.4912,
0.1400, 0.3016 and 0.3570 respectivelyf The highest
R? is found to be 0.4912 (1996) and the lowest R? is
0.0234 (1982).

The coefficients of NFA/TNA are 00,0990, 0.029%92,
-0.0175, 0.1107, 0.2318, 0.3928, 0.2948, 0.2742,
0.1421, 0.0943, 0.1587, 0.3725, 0.3785, 0.3569,
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0.2012, 0.0307, ~-0.2989, -0.3917 and -0.0940 .

respectively. The t values are 0.584, 0.186, -0.11s¢,
0.700, 2.030, 3.012, 1.925, 2.122, 1.428, 1.189,
1.745, .3.684, 4.225, 3.397, 1.607, 0.254, -1.348,
-1.970 and -0.488 respectively. It is worth mentioning
here that positive significant impact is found for 10
years. Also negative significant impact is found for 2

years. The latter is in line with trade~6ff theory.

The coefficients of PBT/TNA are 0.067@, 0.0029,
0.0084, 0.0148, 0.0121, 0.0127, 0.0102, 0.0130,
0.0107, ‘0.0107, 0.0137, 0.0121, 0.6127, 0.0113,
0.0063, 0.0075, 0.0066, 0.0038 and 0.0095. The ¢t
values are 1.978, 0.678, 2.083, 4.177, 5.344, 5.622,
2.772, 4.219, 4.629, (5.759, 5.606, §.7§6, 5.32s¢,
4,208, 4,139, 6.207, 1.485, 1.171 and 2.286
respectively. It is worth mentioning here that out of
19 vyears under study, positive significant impact is

found for 17 years. This is in line with pecking order
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theory. For all other years the impact of PBT/TNA on

TE/TA ratio is found to be insignificant.

The coefficients of OPI/Sale are 0.0010, 0.0013,
0.0021, -0.0030, -0.0087, -0.0103, =-0.0047, -0.0060,
-0.0031, -0.0002, -0.0035, -0.0058, -0.0067, -0.000s,
0.0013, 0.0028, 0.0056, 0.0092 and 0.0075. The t
values are 0.322, 0.356, 0.581, -0.681, -2.803,
-2.931, -1.363, -1.952, -1.071, -0.111, -1.390,
-2.577, -3.415, -0.602, 0.414, 1.105, 1.297, 2.173 and
1.591 respectively. It is worth mentioning here that
out of 19 years under study, negative significant
impact 1is found for 7 years. This 1s in line with
trade-off theory. Also positive significant impact’is’
found for 2 years. It is in line with pecking order
theory. For all other years the impact of OPI/Sale on

TE/TA ratio is found to be insignificant.

Similarly the coefficients of Average size are
0.0000, 0.0000, 0.0000, 0.0000, 0.0000, 0.0000,
0.0000, 0.0000, 0.0000, 0.0000, 0.0000, ~-0.0000,
-0.0000, =-0.0000, -0.0000, -0.0000, -0.0000, -0.0000
and -0.0000 respectively. The highest and lowest

coefficients are #*0,.0000 for all years. The t values

are 1.248, 1.297, 1.267, 1.196, 0.005, 1.044, 0.530,
0.689, 1.103, 1.645, 1.173, -0.782, =-1.077, -1.890,
-1.081, -1.331,  -0.426, -0.604 and  -0.943

respectively. It is worth mentioning here that out of
19 years, negative significant impact is for 2 years.
Also positive significant impact is found for 1 year.
For all other years the impact of Average size on

TE/TA ratio is found to be insignificant.
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TABLE V.32
* YEARWISE HULTIPLE REGRESSIONS OF TOTAL EQUITY TO TOTAL ASSETS RATIO ON VARIOUS EXPLANATORY VARIABLES
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The F wvalues are 2.111, 0.748, 2.444, 5.439,
7.188, 8.730, 2.103, 4.504, 6.274, 10.969, 8.835,
6.249, 7.926, 5.961, 5.322, 11.621, 2.099, 3.916 and
4.747. It is worth mentioning here that out of 19
years under study, significant ¥ value is found for 14
years. Indicating thereby the fitness of model with

selected variables for 14 years out of 19 years.

SECTION - III

6.6 REGRESSIONS USING DUMMY VARiABLE:

Section I has tried to examine the impact of
various independent variables on variables-indicatiﬁéu
capital structure ratio, taking Average of 16 years of'
19 years. Section II has tried to examine this on year
to year base for all 19 years. In both the sections, -
simple as well as multiple regressions are run. Whi;e,‘
running the regressions in Section II, it was observed
sometimes that out of 19 vyears, the selected
independent variables has affected positively to D/E.
ratio, etc. during some years whereas the same
variable has negative impact in some other years. In
the light of this an attempt is made to examine the
change 1in effect and the extent and degree of
relationship on account of policy changes. For this
purpose the regression technique using dummy variables
is adopted. Here D is equal to zero for the pre reforh“
era and is equal to 1 for post reform era. The period
covered in pre-reform era is 1981 to 1991, wviz 11

years and in the post-reform era 1992 to 1999, wviz 8
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years. While running this regression only one
independent variable is taken at a time. The equation
for regression run using the dummy variable will

therefore be
Y = Bo + PiD + PoX + B3DX + U.

Thus, six regressions are run for each of the
four dependent variables indicating the capital
structure. ‘Table Nos. 33 to 36 present the results of

the regressiong run.
I. DEBT-EQUITY RATIO:

First of all D/E ratio is taken as a dependent
variable and six' independent variables, viz, GFA/TGA,
NFA/TNA, OPI/TGA, OPI/Sale, PBT/TNA and Average size

are taken as in our preceding analysis.

While running the reg;ession. of D/E on GFA/TGA
ratio using dummy variable it is found that the t
value of coefficient of D is significant‘and the value
of coefficient of GFA/TGA*D is also significant. This
tends to suggest that in the pre reform era GFA/TGA
had no significant effect on D/E ratio. However, in
the post reform era there comes a significant shift in
the value of intercept as well as the extent of impact
of GFA/TGA on D/E ratio and it is found to have
significant negative impact on D/E ratio in the post

reform era.

While running the regression of D/E on NFA/TNA
ratio using dummy variable it is found that the t-
value of coefficient of D is significant and the value

of coefficient of NFA/TNA*D is also significant. This
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tends to suggest that in the pre reform era NFA/TNA
had no significant effect on D/E ratio. However, in
the post reform era there comes a significant shift in
the value of intercept as well as the extent of
impact. In the post reform era NFA/TNA is found to

have significant negative impact on D/E.

While running the regression of D/E on OPI/TGA
ratio using dummy variable none of the coefficients
are found to be significant. This indicates no
significant impact in pre and post reform era of the

said wvariable.

While running the regression of D/E on OPI/Sale
ratio using dummy variable it is found that the t
value of coefficient of D is significant and the value
of coefficient of OPI/Sale*D is also significant. The
significant wvalue of coefficient of D indicates a
shift in intercept in post-reform era. The impact is
found to be significant and negative in the post~
reform era and this is in line with pecking order

theory.

While running the regressién of D/E on PBT/TNA
ratio using dummy variable it is found that the t
value of coefficient of D is insignificant and the
value of coefficient of PBT/TNA*D is also
insignificant. This tends to suggest that PBT/TNA had
no significant effect on- D/E ratio in pre-reform as

well as in the post-reform era.

While running the regression of D/E on Average
size ratio using dummy variable it is found that the t
value of coefficient of D is significant and the value

of coefficient of Average size*D is also significant.



This tends to suggest that in the pre reform era
Average size had no significant effect on D/E ratio.
However in the post reform era there comes a
significant shift in the value of intercept as well as

the extent of impact and Average size is found to have

4817

negative significant effect on D/E ratio in the post

reform era.

From above it follows that the reform process has
significant effect on the extent of impact‘of majority
of wvariables *selected on D/E ratio. The variables
having significant impact in post reform era are
GFA/TGA, NEA/TNA, OPI/Sale and Average size. Moreover,
the value of F is also found to be significant for all
variables indicating that the selected variable is a

good predictor of D/E ratio.

II. LONG-TERM DEBT TO TOTAL ASSETS RATIO:

In the next step the LTD/TA ratio is taken as a
dependent variable and six independent variables, viz,
GFA/TGA,NFA/TNA, OPI/TGA, OPI/Sale, . PBRT/TNA and

Average size are taken as in our preceding analysis.

While running the regression of LTD/TA on GFA/TGA

using dummy variable it 1is found that the t value of
coefficient of D 1is significant and the value of
coefficient of GFA/TGA*D is also significant. The t
value of coefficient of GFA/TGA is alsa significant.
This tends to suggest thatr in the pre and post reform
era GFA/TGA had significant effect on LTD/TA ratio.
However, the impact in the post reform era on LTD/TA
ratio has increased substantially. This means that one
unit change in GFA/TGA has resulted into 0.2837 units

change in LTD/TA in the pre-reform era, whereas in the
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post reform era change was (0.9038+0.2837) 1.1875.
There is also a significant shift in the intercept.

The positive significant supports trade-off theory.

While running the regression of LTD/TA on NFA/TNA
using dummy variable it is found that the t value of
coefficient of D is significant and -the value of
coefficient of NFA/TNA*D 1is also significant. The t
value of coefficient of NFA/TNA is also significant.
This tends to suggest that in the pre and post reform
era NFA/TNA Had significant effect on LTD/TA ratio.
This also shows that in post—refdrm era the extent of
impact has gone-up substantially. The eﬁfect is found
to be positive and significant. This supports trade-

off theory.

While running the regression of LTD/TA on OPI/TGA
using dummy variable it is found that the t wvalue of
coefficient of D is insignificant and the wvalue of
coefficient of OPI/TGA*D is also insignificant. The t
value of coefficient of OPI/TGA is also insignificant.
This tends to suggest that in the pre and post reform
era OPI/TGA had no significant effect on LTD/TA ratio.

While running the regression of LTD/TA on
OPI/Sale using dummy variable it is found that the t’
value of coefficient of D is insignificant and the
value of coefficient of OPI/Sale*D is also
insignificant. The t value of coefficient of OPI/Sale
is significant. This tends to suggest that in the pre-

reform era OPI/Sale had no significant effect on
LTD/TA ratio.

While running the regression of LTD/TA on PBT/TNA

using dummy variable it is found that the t wvalue of
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coefficient of D is insignificant and the wvalue of
coefficient of PBT/TNA*D is also insignificant. The t
value of coefficient of PBT/TNA is also insignificant.
This tends to suggest that in the pre and posf reform
era PBT/TNA had no significant effect on LTD/TA ratio.

While running the regression of LTD/TA on Average
size using dummy variable it is found that the t wvalue
of coefficient of D is insignificant, however, the
value of coefficient of Average size*D is significant.
The t value of coefficient of Average size is also
significant. This tends to suggest that in the pre
reform era and post reform era Average size had
significant effect on LTD/TA ratio, but the impact was
negative in the pré—reform era and positive in post-
reform era. This shows a change in the direction of
impact on LTD/TA.

From above it follows that when an attempt is
made to examine the effect of reform on the degree of
impact of wvarious independent wvariables on LTD/TA
there 1is significant difference in the degree of
impact of three independent variables, viz, GFA/TGA

and NFA/TNA and Average size.
I1I, TOTAL DEBT TO TOTAL ASSETS RATIO:

Now TD/TA ratio is taken as a dependent variable
and six independent variables, viz., GFA/TGA, NFA/TNA,
OPT/TGA, OPI/Sale, PBT/TNA and Average size are taken

as in our preceding analysis.

While running the regression of TD/TA on GFA/TGA
using dummy variable it is found that the t value of

coefficient of D 1is significant and ‘the value of



490

coefficient of GFA/TGA*D is also significant. This
tends to suggest that in the pre reform era GFA/TGA
had no significant effect on TD/TA ratio. However in
the post reform era there comes a significant shift in
the wvalue of intercept as well as the extent of
impact. Coefficient of GFA/TGA 1is found to have
negative significant effect on TD/TA ratio in the post

reform era.

While running the regression of TD/TA on NFA/TNA
using dummy variable it is found that the t value of
coefficient of D is significant and the value of
coefficient of NFA/TNA*D is also significant. This
tends to suggest that in the pre reform era NFA/TNA
had no significant effect on TD/TA ratio. However, in
the post reform era there comes a significant shift in‘
the value of intercept as well as the extent of impact
and NFA/TNA is found to have significant negative

effect on TD/TA ratio in the post reform era.

While running the regression of TD/TA on OPI/TGA
using dummy variable it is found that the t value of
coefficient of D 1is insignificant and the value of
coefficient of OPI/TGA*D is also insignificant. This
tends to suggest that in the pre and post reform era

OPI/TGA had no significant effect on TD/TA ratio.

While running the regression of TD/TA on OPI/Sale
using dummy variable it is found that the & value of
coefficient of D 1is significant and the value of
coefficient of OPI/Sale*D is also significant. In the
pre reform era OPI/Sale had a significant positive
effect on TD/TA ratio. However, in post-reform era

there is a significant shift in the value of intercept
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and OPI/Sale is found to have negative significant
impact on TD/TA. The direction of impact has undergone

a change.

While running the regression of TD/TA on PBT/TNA
using dummy variable it is found that the t wvalue of
coefficient of D is insignificant. However, the value
of coefficient of PBT/TNA*D is significant, and this
found to have negative significant impact on TD/TA.
Thus in the post- reform era PBT/TNA - - has negative
significant impact on TD/TA. The relationship in the

post-reform era supports pecking order theory.

While running the regression of TD/TA on Average
size using dummy variable it is found that the t value
of coefficient of D is significant and the value of
coefficient of Average size*D is insignificant. The t
value of <coefficient of Average size 1s also
insignificant. This tends to suggest that in the pre
reform era and post reform era Average size had no
significant effect on TD/TA ratio. But there is a

significant shift in the intercept.
IV. TOTAL EQUITY TO TOTAL ASSETS RATIO:

Now TE/TA ratio is taken as a dependent variable
and six independent variables, viz, GFA/TGA, NEA/TNA,
OPI/TGA, OPI/Sale, PBT/TNA and Average size are taken

as our preceding analysis.

While running the regression of TE/TA on GFA/TGA
using dummy variable it is found that the t wvalue of
coefficient of D is significant and the ‘value of
coefficient of GFA/TGA*D 1is alsoc significant. This

tends to suggest that in the post reform era GFA/TGA
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had significant positive effect on TE/TA ratio. Also
in the pre reform era GFA/TGA had significant positive
effect on TE/TA ratio. Thus in the pre and post reform
era there is a significant shift in the value of
intercept as well as the extent of impact of GFA/TGA
on TE/TA. The impact in the post-reform era has

increased substantially.

While running the regression of TE/TA on NFA/TNA
using dummy variable it is found that the t wvalue of
coefficient of D is significant and the value of
coefficient of NFA/TNA*D is also significant. This
tends to suggest that in the post reform era NFA/TNA
had significant positive effect on TE/TA ratio. Also
in the pre reform era NFA/TNA had significant positive
effect on TE/TA ratio. Thus in the post reform era,
there is a significant shift in the value of intercept.
as well as the extent of impact of NFA/TNA on TE/TA.
Thus, the impact in the post-reform era has increased

substantially.

While running the regression of TE/TA on OPI/TGA
using dummy variable it is found that the t value of
coefficient of D is insignificant and the value of
coefficient of OPI/TGA*D is also insignificant. In the
pre reform era OPI/TGA had insignificant effect on
TE/TA ratio. Thus in the post-reform era also OPI/TGA

is found to have negative significant effect on TE/TA.

While running the regression of TE/TA on OPI/Sale
using dummy variable it is found that the t wvalue of
coefficient of D 1is significant and the wvalue of
coefficient of OPI/Sale*D is also significant. This

tend to suggest that in the post reform era there is a
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significant shift in the value of intercept as well as
the extent of impact of OPI/Sale on TE/TA. This

positive impact supports pecking order theory.

While running the regression of TE/TA on PBT/TNA
using dummy variable it is found that the t value of
coefficient of D is insignificant and. the value of
coefficient of PBT/TNA*D is also insignificant. Also
in the pre reform era PBT/TNA had no significant
effect on TE/TA ratio. Thus there is no significant
shift in the value of intercept as well as the extent
of impact on PBT/TNA on TE/TA ratio in the post reform

era.

While running the regression of TE/TA 5n Average
size using dummy variable it is found that the t value
of coefficient of D is significant and the value of
coefficient of Average size*D is also significant.
Also in the pre reform era Average size had
significant effect on TE/TA ratio. Thus in the post
reform era there is a significant shiff in the value
of intercept as well as the extent of impact of
Average size on TE/TA ratio in the post reform era.
Not only the degree of impact cﬁanges, even the
direction also changes. In the pre-reform era there is
found to be the negative impact of Average size on
TE/TA, whereas in post reform era there is found to be

positive impact of size on TE/TA.

The analysis in this section tends to suggest
that the reforms have their impact on capital

structure in majority of the cases.
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REGRESSION OF DEBT-EQUITY RATIO ON VARIOUS EXPLANATORY VARIABLES
USING DUKRY YARIABLES

articulars | GPA/TGACY) | NFA/TNACO | OPI/TGACK) | OPI/Sale($) | PBI/TNACK) | VG Size() !
Mntercept | 3038 ¢ 25000 1 25042 ! 19289 ! 22602 ' 21183 |
; I R VR R 1t S e S R Y S R R = B
; P20 L B8 D (0Im D @ISt (0.6 ! (st
i X0 0551 Lg% ! -0.023 1 0.026 ¢ -0.0104 & 0.0000
! C0.63) L (-0.48) ¢ (-0.340) 1 (0.33) ! (0.188) ! (0617 !
| | SRR | | SR _,Nv‘ [ S b e o 1o e e o s e 1
Db -mem )18 § 0002 | 0416 | 0009 1 0.0000
: D236 L (30 ! (0016 ! (4480t 1 (0.83) ! (278 !
| I U o e v e o e o0 e | Y | D ____l i} ____l_______________l

l ¥ I 1
R-square | 05993 L 0.3 0 008 ! 0.8262 1 05015 | 0.867 !
value | (LA ) (BB (LB L (It ] (B.00)* | (32.839) !
Rebarsqr b 05190 1 08048 1 0282 1 07914 ! odme ! 0.8413

X Rk kR
L] 3

indicates significance at 1%, 5% and 10% levels respectively,

fable - V134

REGRESSION OF LOMG-TERM DEST TO TOTAL ASSETS RATIO OH VARIOUS
EXPLANATORY VARIABLES USING DUHMY VARIABLES

- 1 20 o 100 s O 0 O .- - o L LT Ty P —

Particulars | GFA/TGA(X) | NFA/TNAQR) | OPL/TGA(K) | OPI/Sale(X) | PBI/TNA(X) |  AVE Size(X) |

................. - - —— T 1 0 O O A B O 2 P A St A e 0 3

Mtercept | -0.0518 ¢ -0.034 ! 0.025 ! -0.0016 ! 0.0420 ! 0.071 !
; D037 D 007 o7 0% ! 0.0%0 | -0.0089
: D029 L (LA D (1220 ! (0718 ! (058) ! (0.7 !
|.__________—|_____~,-,‘,_w~_|~-_____~__~____‘w,,___-__-_,,__l ——.— [ U PO
5 Xolo0.287 0382 ) 00037 ¢ 0.008 0 0002 ¢ -0.000
: EOLE®t ) (2715) D (0848 (L309) 1 (0.525) ! (LA
Poop L0038 1 0396 ! 00068 | 0.0080 ! -0.0003 ! 0.0000 |
! D228 D (LISDM D (0.82) ! (LI ! (0.0%) ! (2.6 !
Resquare | 08320 09152 1 0,693 ! 0.8103 | 0,694 1 0.8608 |
Fewalue | (LTS (RO ! (1L39) ¢ QLG ! (LI ! (.91
Wbar s 0 0794 1 0.8982 1 0626 L 073 1 oems L 0.3

X xR kxR
s

indicates significance at 13, 5% and 103 Jevels respectively.
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Table - VI35

REGRESSION OF TOTAL DEBT TO TOTAL ASSETS RATIO ON VARIQUS
EXPLARATORY VARIABLES USING DURKY VARIABLES

- - - e o o e e 1 P o 8 0 Bt ot o 0 1 o e o o e e e

Particulars | GFA/TGACK) | NFAJTHACK) | OPI/TGACD) | OPI/Sale(X) | PBT/TNACY) | VG Size(x) !
Rt S et '
ntercept | OS5 05085 ! 05285 ! 046 ! 05052 ! 067 !
: DL LIS L 0564 L 0485 1 0.632 ¢ 0.1630 | 0,07 |
: DOR0B)t 1 (RO | (06 | .00t ] (L26) | @I |
| . 1. 1. | ST st er oo <o o e w0 | 1 s e s e s s b e ]
] H } 1

: X U501 830 0 00017 P 0.0153 ' 0.0126 | -0.0000 !
! P04 D (L0 T (0.8 1 @209 1 (L14) ! (L)
e e e e e e e :
Do D 29010 1 LM 0.0 L -0.0607 1 -0.022 ! 0.0000 !
! R0 L (500 1 (0.985) 1 (6350 | (LMt | (-L1s)
| ————— | SO Lo i o e s e b e 1 e e o e e v i | PR : _______________ b e . o :
iR-square | 07082 0.875 1 0523 L 0.8861 1 05667 | 08047 |
Fvalue | (LU0* D (BR6)* 1 (540 | (R85 ! (G5 | (42500t |
nbar sgr | 06499 ¢ 0.888 1 04280 1 08633 1 ol | 0.emr

X Xk Rk
3

indicates significance at 1%, 5% and 10% levels respectively.

Table - ¥1.36

REGRESSION OF TOTAL EQUITY TO TOTAL ASSETS RATIO ON YARIOUS
EXPLANATORY VARIABLES USING DURKY VARIABLES

Particulars | GFA/TBA(X) NFA/THACX) | OPI/TGA(X) | OPI/Sale(X) | PBI/TNA(X) |  AVE Size(X) |

:
. A s .
ntercept | 0.0871 ¢ 0452 ! 0.2 ! 0262 ' 054 0 0377
: DoLoLM6 | 0404 1 0.7 1 0.0 | 00058 ! 0105 !
! U267 ) (A8 (05) 1 (3505 L (0.03) ! (-10.08) |
1 ot e s s s 1 L et ot e 0 e v 0 e | IO Vo e e e o e T o o e o v 0 e i w | B B e e o 20 s s e {
f ¥l 06122 0 0.6695 ! 0,008 | 0.000 | o011 ! -0.0000 |
! DOOLEIST L (29800 1 (0.4 L (084 1 (081 1 (-4.588)* !
Do 28877 L LAsd L 0007 ¢ 00488 1 0,004 ¢ 0.0000
; L2801 (A805) ! (-0.38) ! (370 ) (0.141) ) (8.9%)* !
Resquare | 0.6691 | 0,928 0336 ¢ 0.8126 ! 04118 ! 0,960
ealie ) (10.100)* L GLASDE (25600 0 (QLE* 1 (S0 ! (126.8)% !
nbar sgr | 06029 0,908 | 02063 | 0751 1 0.043 1 0.0565

------------------------------------------------------------------------------------------------------------

L3 kX Rxk

M indicates significance at 1%, 5% and 10% levels respectively.
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Concluding Remarks:

The chapter has been divided broadly into three
sections. Section I discussed regression of Average
ratio, indicating capital structure on Average of
determining factor. On running simple regression of
D/E on GFA/TGA, NFA/TNA, OPI/Sale and PBT/TNA, the
findings for wvariables contradict Trade-off theory but
findings for last two variables are supporting Pecking
order theory. While running multiple regressions for
45 companies NFA/TNA and PBT/TNA are found to have
negative significant effect and when 28 companies are
taken even, GFA/TGA, OPI/TGA are alsc found to have

negative significant effect on D/E ratio.

Similarly when LTD/TA is taken as dependent
variable GFA/TGA, NFA/TNA and OPI/Sale are found- to
have positive significant effect on LTD/TA ratio
supporting trade-off theory. The findings for PBT/TNA
supports pecking order theory. On ’running nultiple
regression on the whole it is observed that GFA/TGA,
NFA/TNA and OPI/Sale support trade-off theory and
OPI/TGA and PBT/TNA is found to support pecking order
theory.

On running regression ' of TD/TA on various
independent variables OPI/Sale and PBT/TNA is found to
support pecking order theory. On runﬁing the multiple
regressions on the whole it is observed ' that the
impact of NFA/TNA is in the line with finding of Ferri
and Jones. The impact of PBT/TNA supports pecking

order theory.

The fourth dependent variable selected for

capital structure is TE/TA. On running simple
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regression only PBT/TNA is found to support pecking
order theory. On running multiple regressions NFA/TNA
is found to have positive significant effect. PRT/TNA
is found to support pecking order and OPI/Sale is

found to support trade-coff thecry.

In Section II same analysis 1s carried out

yearwise.

When simple regressions are run of D/E ratio on
six independenf variables, out of 19 years for some
years they are found to have negative significant
impact supporting pecking order theory. On running
multiple regressions also, OPI/TGA and PBT/TNA are

found to support pecking order theory for many years.

On running the regressions of LTD/TA on GFA/TGA,
NFA/TNA and OPI/Sale for majority of the vears it is
found to support trade-off theory for many years,
whereas PBT/TNA is found to support pecking order
theory. On running the yearwise multiple regressions

also similar results are cbserved.

While running the simple yearwise regressions of
TD/TA on various selected variables on PBT/TNA is
found to be significant for majority of vyears
supporting pecking order theory. On runningnnmltiple
regressions run 5, 6 and 8 fits well where again the
common variables are NFA/TNA and PBT/TNA, where first
finding supports findings of Ferri and Jones and the

second supports pecking order theory.

On running yearwise simple regressions of TE/TA
on various selected variables, again findings for

PBT/TNA supports pecking order theory for most of the
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years. On running the yearwise multiple regressions,
again NFA/TNA and PBT/TNA found to have significant
impact for most of the years, where in the findings
for the first supports trade-cff theory and for the

second it supports pecking order theory.

In Section III, analysis is carried out ¢to
examine the difference in the degree and direction of
impact of selected independent variable on selected
capital structure ratios out of 24 such regressions in
16 cases it is found that in the post~reform era there
is a significant shift in the intercept and/or slope
and the impact of variable 1is found to be significant
on selected capital structure ratio. GFA/TGA and
NFA/TNA are found to have effect of reform for all 4

selected capital structure ratios.
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