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Abstract: Problem statement: The question of the funding structure took a giegtortance in
developed countries, but it has been neglectedewreldping countriesApproach: This study came
with the aim to examine the effect of the followifagtors: Volume, assets structure, return on asset
and growth rate on the capital structure of thaurasce sector companies listed in Amman stock
market, which numbered 25 companies which have lireaperation between the years 2000 and
2007.Results: The selection of the above mentioned variables lh&en chosen on a basis of simple
and multiple regression where the study shows r@ifgignt difference between the company’s special
characteristic represented with volume, asset tstireicand return on assets, growth rate and capital
structure.Conclusion/RecommendationsAs long as the factors are positive which goes gbhaith
many other studies were undertaken by differerti@st therefore the scholars advises using leverage
to achieve the goals of the companies.

Key words: Financial structure, insurance sector, firm cheséstics

INTRODUCTION decisions by managers to assess the financialanser
companies and to consider the impact of factoetedl
The issue of capital structure attracted the titten to the company itself such as firm size, profitipil
of a large number of researchers, as most of compan asset structure and growth rate on the decisiochief
or business firms of any kind need a debt or tleafs financial officer on the selection of the capitalisture
third party funds, in addition to private capitBut the  of the company, therefore this study came to see ho
important issue is the size of private capital @letht managers understand the impact of the financial
which should be increased in order to achieve theharacteristics of the company (firm size, profiigh
objectives of the institution to maximize the mdrke 5qget structure, the company’s life) which meass, th
value or to maximize the wealth. Therefore, the tmosmanagers take into consideration the financial

recent studies have confirmed the existence of @paracteristics of the company in the developmént o
relationship bgtween the value of the company stahp. funding decisions on the structure of the compamy a
structure, which means that the change in Cap't%!he effectiveness of the banking sector in suppgrti

structure  of - the company — affect the financial ompanies and whether similar businesses in the
performance of the business and the value of the | pt' f the fundi ruct do thev di
company where the access business to an optimal defr'ection of the funding structure or do they disag

ratio would reduce the cost of capital and theserdhe with each other? I_f there is a difference, do “F“ﬁer
market value of companies, on the other hand, me fi due to the properties of the company? For this gaep

excessive use of debt leads to an increase inafost the researchers put the following hypotheses:
capital.

pFrom this point, the researchers found that it iss There is a positive relationship with statistical
important to study the financial decisions of the significance between firm size and capital struetur
managers in determining the ratio of debt, the thpa * There is a positive relationship with statistical
the cost of funds and therefore the market valuthef significance between the proportion of fixed assets
business and the indicators of the companies when t and capital structure
are choosing the company’s financial structure.sThie There is a positive relationship with statistical
study has been applied to the Jordanian insurance significance between the proportion of profitalilit
companies listed in Amman financial market, where  ratios and capital structure
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» There is a positive relationship with statistical ~ Bancel and Mittoo (2004) Tested the capital

significance between the growth rate of profits andstructure and examining the role of legal instdns in
capital structure explaining the difference in financial leverage and

examined the views of managers in their choice of

Importance of the study: Although the question of the capital structure led by similar factors. Deternnitsaof
funding structure took a great importance in depetb ~ capital structure choice of the European compamies,
countries, but it is neglected in developing coiestfor ~ compared to the views of the managers of the
two reasons, firstly because there is no major@cin ~ determinants of whether the differences in legéésu
role for companies in the developing countries il @nd regulations between the states role in the
second reason is that, the firms in many developindt€rpretation of the difference in financial leage
countries face several constraints in their chaife Petween nations. Where the study covered 16 Eunopea
funding sources, such as lack of bond markets hed t countries and found that the legal environment is
ineffectiveness of banks to finance investmentghas MPortantin a specific debt policy, playing a kéggole
financial markets of the modern states (Tarek, 2007 !N policy, than ordinary shares. Bancel and Mittoo
The job of chief financial officer has become ori¢che (2004) believed that the capital structur,e of conips
most important jobs in the institutions and largelS NOt only influenced by the company’s factorsut b
corporations, as the financial management has beconf!SC country-specific factors, the study identified

a specialty of its own, so it is important to pmi actors that can affect the leverage of companies

knowledge of the types of specialists and theaccording to any country, where they found that the

determinants of financing. However many studiesewer ?hetermwt]ants 0]; St%te c?n bz (;lre(cjtly af:‘(ectt.tlwt(;ﬂatge,
carried out in this field which came with different - 'c EXISI€NCE of a developea bond market in thaicpu

- T . . facilitates, the exchange and sale of bonds, wiaiatls
findings. Modigliani and Miller (1958) made a stuitly ’ X ! )
capital structure and cost which concluded that the® the use of corporate leverage is the highedhn

value of the company is not affected by the finahci ﬁountry, Wh'.le a stock market advanced in the agunt
! as a negative effects in the bond market developed
structure of the company, through the assumption o

-~ timulate the use of debt, we find the structurehef
efficient markets and the absence of corporatestaxe ’

L ) S . ) company’s assets is important for determining the
|nd_|V|duaIs and that interest is flxe_d wresp_ectql‘ethe impact of the ratio of debt companies that are in a
ratio of debt used and there is no likelihood of

. country with a developed market bonds and has a low
pankruptcy._ Voulgaris (2002) p.res‘?med a TeSEaIC{l 0| of mortgage assets negotiable, they found tha
titted: “Capital structure and profitability, grokwtand leverage is not increased, corporations charaegtiy
structure of the assets in the industrial sectditiis a high level of mortgage assets negotiable. Trah an
study examined the deFerminants of capital strecnir- Khoig (2006) has studied the capital structure gl

the industrial sector, in the large Greek enteesris 5,4 medium-sized enterprises in Vietnam, during the
during the period between (1986-1998) where thdystu period 1990-2001, depended not only on the
concluded that the structure of assets and theafte .naracteristics of the company, but also on the
growth and net profit, has no effect on the stnef  nanagement behavior which played an important role
capital for large projects and the ratio of debtd@l i external financing and the relationship betwéles
assets has a strong correlation with the net pesft  firms and the banks which has an important impact i
turnover of capital assets. Cassar and Holmes (2003jetermining the leverage ratio, which is therefare
wrote a paper entitled: Capital structure and fam@®  clear in public companies more than in private
of small and medium-sized enterprises, This studyompanies and the size of the company and business
examined the determinants of capital structuremials  risks has appositive relationship with debt ratiud a
and medium enterprises in Australia, this studyfound that profitability and asset structure do inave a

examined whether the characteristics of the companglear impact on the debt ratio in Vietnamese corigsan
(size, rate of profit growth, profitability and &$s

structure) that can affect the capital structurenaot? MATERIALS AND METHODS
The researcher used multiple-regression model, they
suggested that the assets structure ratio, priifiyab This study attempts to analyze the impact of faerm’

and growth, play an important role in the financmfg characteristics on determining the financial stetof
small and medium enterprises, there is no cleathe insurance sector firms in Jordan covering all

evidence of the impact of size and the risks to thelordanian insurance companies listed on the Amman
capital structure. Stock Exchange during the period between 2000-2007,
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using for this purpose the statistical analysiskpge
(SPSS) for analysis and data processing and vélttues
simple and multiple regression to test hypotheseseo &
study and test the KS-test to make sure the déjecu
of the normal distribution prior to regression itegt in

addition to that test can be used t-test for thepqaes
of hypothesis testing. The Correlation Matrix wllé

used to find out the correlation between the inddpat
variables with each other and between the indepgnde

variable and the dependent variable: ¢

 Model of the study: Researchers use multiple
regression model to test the impact of independent
variables at the dependent variable and so on as

follows:
D = ag+ Brx1 + Boxat Paxat Paxa .
Where:
D = To the variable proportions of a
total debt to total assets
= To interest

o1

Bo, B1, P2, B2, B4 = Model coefficients

X1 =To the size of the company
measured the volume of assets
logarithm

X2 = Profit equals revenue before
interest and taxes to total assets

X3 = Tangibility equals the book value
of fixed assets to total assets

X4 = Growth equals the percentage of
book value to market value .

Analyze the results and hypothesis
simple linear regression will be used to analysis t
measure the relationship between each independent
variable with the dependent variable and multiple
regression for the measured relationship between th
dependent variable and independent variables.

Sources of data: The study will be based on the
following sources:

» Primary sources: The data will be collected through
bulletins and statistics issued by the Amman stock
exchange, lists and financial reports for insurance
companies listed on the Amman stock exchange
and statistics released by the central bank ofajord

e Secondary sources: Published books, periodicals
and scientific journals

Objectives of the study:This study aims to:

Study the variables in the joint-stock companies
such as size of company, profitability, structufe o
assets and the rate of earnings growth and its
impact on the structure of financing

Evaluation of the degree suitability of the finalci
structure of the company with its financial ratios
Testing the impact of capital market variables, the
tax rate and the interest rate on structuring aapit

RESULTES
Results of testing the study hypotheses:

There is a statistically significant relation bebme
firm size and capital structure. The results
contained in the statistical Table 1 show a positiv
relationship between firm size and financial
structure in insurance sector companies listed on
the ASE, the total coefficient of determination
(0.85), this means, the ability of variable sizehef
company to explain the change in financial
structure is 85%, which a relatively high
proportion. The value of T calculated has statidtic
significance at the 5% level of morale and thus the
null hypothesis is rejected we will accept the
alternative hypothesis, which states the existefice
the impact of the size of the company’s financial
structure

There is a statistically significant relation betme
the structure of the company’s assets and capital
structure of the company Statistical results intica
in the Table 2 a positive relationship between the
structure of the company’'s assets and capital
structure of insurance sector listed on the ASE, th
total coefficient of determination (0.919), This
means the ability of changing the structure of the
assets of the company to explain the change in
financial structure. The value of T calculated has
statistical significance at the 5% level of morale
and thus the null hypothesis is rejected, which
states that there is no trace of the structurenef t
assets of the company’s capital structure and accep
the alternative hypothesis, which states the
existence of the impact of the structure of the
company’s assets on the capital structure

Table 1: Summaries of the statistical results efdimple linear regression analysis of the firgidifesis

Variable Constant Sig. T

Sig. F

0.013074 0.343667 0.00

9.098186

0.877124 0.000 1831
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Table 2: A summary of the statistical results @ imple linear regression analysis of the secopdthesis

Variable Constant Sig. T R Sig. F
0.013074 0.343667 0.00 9.098186 0.877124 0.00 8311
Table 3: A summary of the statistical results @& simple linear regression analysis of the thimddtlesis
Variable Constant Sig. T R Sig. F
0.0051 0.554798 0.00 50.39572 0.907485 0.00 116.954
Table 4: A summary of the statistical results @ simple linear regression analysis of the fouythathesis
Variable Constant Sig. T R Sig. F
-2677 0.554798 0.0000 56.00825 0.919350 000 135.914
Table 5: A summary of the statistical results @ §imple linear regression analysis of the fiftpdthesis
Variables Variables T Sig. R F Sig.
Constant 0.2630 5.940 0.0003 0.8769+ 67.6795 0000
Size of company 0.0169 5.340 0.0000
Structure of assets 0.1721 2.020 0.0450
Return on assets -0.5000 -3.580 0.0005
Growth rate 0.8600 2.353 0.0199

There is a statistically significant relation beéme of hypothesis testing multi regression results

the return on assets and capital structure staisti
results indicate in the Table 3 the existence of a
positive correlation between return on assets and
capital structure of companies in insurance sector
listed on the ASE, the total coefficient of
determination (0.90), this means the ability of
variable size of the company to explain the change
in capital structure is 90 %, which is relatively
high. The value of T calculated has statistical
significance at the 5% level of morale and thus the
null hypothesis is rejected, which states thateher
is no trace of the return on assets on the finhncia
structure and we accept the alternative hypothesis
which states that a trace of return on assets @n th
capital structure

There is a statistically significant relation beeme
the rate of growth and capital structure. Staati
results indicate in the Table 4 the existence of a
positive correlation between return on assets and
financial structure of the insurance sector
companies listed on the ASE, the total coefficient
of determination (0.92), i.e., the ability of vdiia
size of the company to explain the change in
financial structure is 92% which is relatively high
The value of (t) calculated has statisticale
significance at the 5% level of morale and thus the
null of the return on assets on the capital stmactu
and to accept the alternative hypothesis which
states that a trace of return on assets on the
financial structure

There is a statistically significant relation beene
the independent variables together and the capital
structure. Through Table 5 which shows the results
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showed that the size of the company was positive
and statistically significant at the level of maral
(0.05), indicating the positive impact of the voleim
of assets on the capital structure regressiontsesul
showed that the structure of assets was positige an
statistically significant at the level of morale@d),
indicating the positive impact of the structure of
assets on the capital structure and regressioftgesu
showed that the return on assets was negative and
statistically significant at the level of morale@d),
indicating the negative impact of the return on
assets on the capital structure and regressioltgesu
showed that the rate of growth was positive. No
matter how statistically significant at the levél o
(0.05), indicating the positive impact of growth on
the financial structure, the value of the rate
coefficient of determination (Adjusted R-squared)
(0.87) which indicates that the independent
variables explain what the company’s percentage
(87%) of the contrast happening in the financial
structure and the calculated value of P 67.67,
where it was statistically significant at the lewd|
morale (0.05)

DISCUSSION

The null hypothesis were rejected , which provides
for the absence of a statistically significant tiela
between firm size and capital structure and accept
the alternative hypothesis, which provides for a
statistically significant relation between firm siz
and capital structure

The null hypothesis were rejected, which states tha
there is no trace of the structure of the assetheof
company’s financial structure and accepted the
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alternative hypothesis, which states the existefice «
the impact of the structure of the assets of the
company’s financial structure

The null hypothesis was rejected, which states that
there is no trace of the return on assets on the
financial structure and accept the alternative
hypothesis which states that a trace of return on
assets on the financial structure

The null hypothesis was rejected, which states that
there is no trace of the return on assets on the

financial structure and to accept the alternativeBancel,

hypothesis which states that a trace of return on
assets on the financial structure

Researchers recommend that companies with high
growth rates of profitability and seek to expand

their investments and use profits to finance

investment and by relying on internal sources of
funding and covering needs by withhold part of the

generated profits, since it is a source of cheap
funding compared to funding sources other
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