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Abstract

In this article we analyze factors influencing comiea’ leverage. We selected two samples. The
first one is from Macedonian non-financial companiegistered on Macedonian Stock Exchange
covering the period of 2005-2007 and comprisedi&2d companies. The second one is from Mace-
donian small and medium businesses covering thegef 2005-2007 and comprised 30 companies.
The data used for the empirical analysis were derifrem companies’ annual reports. We analyze
whether the decision of the companies concernindeterage is in conformity with the theoretical
expectations proclaimed in previous studies anthé&e any disparity between listed and unlisted
companies. Profitability, Tangibility, Size, Growtite and Non-debt tax shield are used as independ-
ent variables, while Leverage is the dependent bigia
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1. Introduction

The theories of capital structure are among thet intsresting in the field of finance.
They give explanations in questions like how muompanies should borrow, what is the
relationship between capital structure and compahye, how companies choose their capi-
tal structure, and so on. Even there is no exaotdta available for the establishing optimal
target debt and capital ratio, empirical studiedidgate that profitability, types of assets,
taxes, differences across industries, uncertaiftgperating income, etc. should consider
when formulating capital structure policy.

The subject matter of leverage decisions and ttterfainfluencing these decisions has
been attracting attention, since the pioneeringkvadModigliani and Miller in 50’s. Modi-
gliani and Miller [1958] stated that the valuatioha company will be independent from its
financial structure under certain key assumptibmgheir frictionless world there is no op-
timal capital structure since debt-equity decisiorede by the company can be imitated by
the investors. Studies developed since then haagugtly incorporated new variables not
considered by MM in that initial study and consatidg the idea that there should indeed be
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an optimal capital structure to maximize the firalue and that this optimal structure should
be pursued through long-term policies [Martin et 2001].

The purpose of this article is to analyze the deitesints of capital structure of Mace-
donian listed companies and unlisted companiedd®ekgion), in the light of the Static
Trade-Off theory, Pecking Order theory and Agenogtctheory. We attempt to find
whether companies’ features are important concgrriinancial borrowing (companies
view) or financial lending (banks view).

This article is organized as follows: Section 2dduces the theoretical framework
concerning capital structure and determinants ofigany leverage. Section 3 presents the
regression model and methodology. Section 4 presamilysis and discussion of results.
Section 5 presents some conclusions.

2. Theoretical framework concerning capital structue and determinants of
company leverage

Since Modigliani and Miller published their semimaper in 1958, the issue of capital
structure has generated unforeseen interest anmemgcfal researchers. Hence it has fulfil-
ment with new elements over the years, such as fdtedigliani and Miller, 1963; Miller,
1977], bankruptcy costs [Stiglitz, 1972; Titman84y, agency costs [Jensen and Meckling,
1976; Myers, 1977] and the information asymmetry@é and Majluf, 1984], the results of
which suggested over time that the determinatioim@fptimal capital structure should take
into consideration a trade-off between benefits ewgts derived from debts. Thus, theories
suggest that the capital structure affects commamglue. Among them, we are going to
discuss briefly static trade-off theory, peckingartheory and agency cost theory.

Trade-Off theory, imply that company’s capital sture decisions involve a trade-off
between the tax benefits of debt financing andcttets of financial distress. Cost of finan-
cial distress depends on the likelihood of distieass cost of bankruptcy. The implication is
that there is no an optimum amount of debt for iadyidual company. Thus, optimal debt
ratio (debt capacity) varies from company to conypa&ompany having safe and tangible
assets and plenty of taxable income have high deiot According to Titman and Wessels
[1988], tangible assets end up helping companiextamulate debts, as if the investment
proves a failure, the creditor will charge the gueee offered. The trade-off theory also
clarify that profitable companies take more benefithe tax shield by debt financing be-
cause there is fewer chance for them to go bankiints, profitable companies are capable
to raise theirs debt ratio more than a less piufitaompanies.

Although the trade-off theory has dominated corfmfmance circles for a long time,
interest is also being paid to the pecking-ordeoti. Pecking order theory is proposed by
Myers and Majluf [1984], by explaining the affecifsthe information asymmetries between
insiders and outsiders of company. According t@tihecompanies follow a preferential or-
der of financing sources, and that before seekeigs] they would use internal funds. Thus,
the more profitable companies would tend to hawefedebts and conversely low profitable
companies use debt financing due to insufficiesbueces generated internally.

When a company has debt, conflicts of interesednstween stockholders and bond-
holders. Because of this, stockholders are temiuddllow self-seeking strategies. These
conflicts of interest, which are overblown whersificial distress is incurred, impose agency
cost of the company. Jensen [1986] argues thathdehto be paid back in cash. Therefore,
the amount of free cash flow that could be derivgdhe manager is reduced by debt. Thus,
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debt serves as a mechanism to discipline the marfiage encouraging in self-serving ac-
tivities e.g. perquisite consumption, empire buitgietc.

2.1. Determinants of company leverage

We use five explanatory attributes as proxy fordbéerminants of Macedonian com-
panies’ capital structure and by using them aspaddent variables in our regression
model, we attempt to analyze the reliance of leye@ependent variable) on these proxies.

Following Rajan and Zingales [1995], we calcul@ecrage of company as the ratio of
total liabilities to total assets.

The proxy used in this study to measure the compaofjtability is the ratio of earn-
ings before tax (EBT) scaled by total assets.

The proxy used in this study to measure the vafuargible assets of the company is
the ratio of fixed assets to total assets.

The proxy used in this study as measure to cakedtsd company size is the natural
logarithm of revenues sale.

The proxy used in this study to measure the comgaowth rate is the percent change
of total assets.

Wald [1999] uses the ratio of depreciation to taabets to measure non-debt tax
shield. In this study, we use the same ratio,depreciation over total assets as proxy to
measure non-debt tax shield.

We use also qualitative variable (dummy). Hencegive O for listed companies on
Macedonian Stock Exchange and 1 for unlisted coiegane. Pollog region.

3. The regression model and methodology

Using panel data methodology, we attempt to anadgree factors that supposedly de-
termine the level of leverage of companies. Paa# dnalysis is performed by regression
model for both samples separately. It makes cortibims of data in cross section with time
series data, for treatment of the variables andlyzéehis article. We use the same model for
listed and unlisted companies. Generalized forthefegression model is:

n
LEVj; = a+2B; Xt +eit @
i

Where Ley is the dependent variable and it is the leverdgeompany (i) to the pe-
riod t, respectively to the year 2005, 2006 and72@0is the intercept of the equatiof.is

the slope coefficient for Xindependent variables.;Xepresents to five independent vari-
ables.€ represents the error term. We can transfer equétioto more detailed equation (2)
as below:
LEVj; = a+p4 Profitabilityj; +BoTangibility;; +p3Sizg; +p4Growthy +
. 2
+BgNon-debt taxshield; +ejt @
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Where i =1, 2, 3, ..., 32 for the first sample @istcompanies) andi=1, 2, 3, ..., 30
for the second sample (unlisted companies), andl, 25 3 for both samples.

The analysis uses a data panel originating fronuainreports of the 32 companies
listed in Macedonian Stock Exchange and 30 smallraadium companies from the Pollog
region (Macedonia). For analysing data we have tlseg@rogram Stata 9.0.

3.1. Hypothesis

In this section we formulate three capital struettespective hypotheses, in light of
Agency cost theory, Static Trade-Off theory andkier Order theory. First hypothesis is
formulated for Agency cost theory. Second hypothésiformulated for Static Trade-Off
theory. Third hypothesis is formulated for Peckigler theory.

We test these hypotheses to find which of thoseribe are relevant for Macedonian
companies. Null hypothesis (Ho) is rejected if temusignificant at 1 percent or 5 percent,
otherwise alternative hypothesis (Hi) is accepted.

Hypothesis 1

Hi: There is positive relationship between leveragd size.

Ho: There is negative relationship between leveeagesize.

Hypothesis 2

H2a

Hi: There is positive relationship between leveragd size.

Ho: There is negative relationship between leveeagesize.

H2b

Hi: There is positive relationship between leveragd value of tangible assets.

Ho: There is negative relationship between leveesgevalue of tangible assets.

H2c

Hi: There is positive relationship between leveragd non-debt tax shield.

Ho: There is negative relationship between leveesagbnon-debt tax shield.

Hypothesis 3

H3a

Hi: There is positive relationship between leveragd growth.

Ho: There is negative relationship between levesagkgrowth.

H3b

Hi: There is negative relationship between leveraug profitability.

Ho: There is positive relationship between leveraige profitability.

H3c

Hi: There is negative relationship between leveraye value of tangible assets.

Ho: There is positive relationship between leveraige value of tangible assets.

4. Analysis and discussion of results

This section describes descriptive the statisticsrsary, testing hypothesis, regression
tests and discussion of results. The determinantsygital structure for Macedonian listed
and unlisted companies are studied separately.
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4.1. Descriptive statistics and analysis

Descriptive statistics includes the mean, standigsdation, minimum and maximum

values for the period 2005-2007. The data contaén32 listed companies, respectively 30
unlisted companies.

Both tables below show that there are negativeegat minimums values, i.e. some
companies have operated with losses during theg605-2007.

Table no. 1 — Descriptive statistics of 32 listednpanies

Variable Mean Std. Dev. Min Max

Lev 4169926 2627791 .03723 1.86611
Tang 4876893 .2087219 .10442 .8742b
Profit -.009362 .173898 -1.07935 .15423

Size 5.847029 6056434 419712 7.29599
Nondebtax| .0333247 .0197036 .0087 .13181
Growth 5.139136| 19.29243 -44.21245  104.3237

Table no. 2 — Descriptive statistics of 30 unlistethpanies

Variable Mean Std. Dev. Min Max
Lev 4876719 .3263788 .00639 1.65754
Tang .523748 .270651 .00324 .98051
Profit .0440319 .1132186 -.17159 72537
Size 6.429344 5171426 4.77009 7.76213
Nondebtax .0313817 .0291108 .00034 14634
Growth 21.889 54.58501 -35.54507 157.4696

A correlation analysis was performed to verify asgible association between and
among the variables, in order to test whether tlier@ny linear correlation between and
among the variables. Collinearity explains the deleace of one variable to other. When
variables are highly correlated they both exprasgmtially the same information.

In general, independent variables having collirigaat 0.70 or greater should not in-
clude in regression analysis. Table no. 3 and tablel show that highest correlation value
is -0.5278 for listed companies, respectively 038% unlisted companies. Hence collin-
earity should not appear problem in our regresaimalysis.

Table no. 3 — Correlation matrix-listed companies

Lev Tang Profit Size Nondebttax | Growth
Lev 1.0000
Tang -0.2770 1.0000
Profit -0.5278 0.0446 1.0000
Size 0.2113 -0.3253 0.0287 1.000Q0
Nondebttax| 0.0036 0.3827 -0.1796  0.0106 1.000q
Growth 0.0997 -0.1293 0.432( 0.0669 -0.1458 1.00P0
Table no. 4 — Correlation matrix-unlisted companies
Lev Tang Profit Size Nondebttax | Growth
Lev 1.0000
Tang -0.2669 1.0000
Profit 0.2775 -0.1081 1.0000
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Size -0.0378 0.1542 -0.0851 1.0000
Nondebttax 0.0805 | 0.3193 0.2351 -0.0307 1.0000
Growth 0.3327 -0.0703 0.0141 0.0257 -0.0648 1.0000

To test hypotheses that we formulated above, wiomemregression test. Results be-
low show that while tangibility, profitability andchon-debt tax shield are negatively
correlated with leverage in listed companies, tailii and size are negatively correlated
with leverage in unlisted companies. But, growtlpasitively correlated for both in listed
and unlisted companies.

P>|t| provides an alternative approach to repottiegsignificance or regression coef-
ficients. The figures in columns below give the lmbility of obtaining the corresponding
statistics as a matter of chance, if null hypothé: B 12 3 4 5= 0 were true. Ap-value of

less than 0.01 means that the probability is lleas L percent, which in turn means that the
null hypothesis would be rejected at the 1 peréevel; ap value between 0.01 and 0.05
means that the null hypothesis would be rejectedead percent, but not the 1 percent level;
and ap-value of 0.05 or more means that it would not Jeated at the 5 percent level
[Dougherty, 2002, 98-100]. Usuallp;values of 0.05 or lower are considered low enough
for researcher to be confident that the estimatetatistically significant.

Table no. 5 shows thatvalue of tangibility is 0.075. This means that thare only
750 in 10,000 chances that the true coefficiertangibility is actually zero. So, the coeffi-
cient of tangibility implies that it is statistidglsignificant at the 7.5 percent level. Thus, we
can say that based prvalues, in our model for listed companies just pabflity is statisti-
cally significant, and rest determinants are diatily insignificant. This is verified also by
t-statistics.

Results in table no.5 and table no. 6 show tisttistics for parameters estimated are
lower than 2 in absolute values, except profithpidit listed and unlisted companies, and
tangibility and growth at unlisted companies. Tisisn conformity with rule of thumb for
using t-statistic which declares that if the absolute vabfiea t-statistic is greater than or
equal to 2, then the corresponding parameter etiipatatistically different from zero.

For listed companies we haye, = -0.8711869 ,=-0.2229747 3 = 0.07065768 4

=0.0015388, an¢ 5 = -0.2313482, and the interception of equatiostasistically insignifi-
cant.

Table no. 5 — Results of regression analysis-listadpanies

Coef. Std. Err. t P>|t|
Tang -.2229747 .1238255 -1.80 0.075
Profit -.8711869 .1432103 -6.08 | 0.000
Size .0706576 .0387883 1.82 0.072
Nondebttax -.2313482 1.247757 -0.19 0.853
Growth .0015388 .0012747 1.21 0.231
_cons .1042437 .2490291 0.42 0.67

Table no. 6 shows thatvalues of tangibility, profitability, and growthetower than
0.05, which in turn mean that are statisticallyndigant. Size hap-value of 0.487 and it is
higher than 0.05, which in turn mean that is natistically significant. For non-debt tax
shield we have 0.184>0.05 and it is not statidgicgifnificant.
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While tangibility, profitability, and growth havestatistics greater than 2 in absolute
value, size and non-debt tax shield h#wgtatistics lower than 2 in absolute value. Thus,
unlisted companies’ tangibility, profitability, amgtowth are statistically significant at the 5
percent level and size and non-debt tax shielcharstatistically significant.

For unlisted companies we hapg = 0.58934198 ,=-0. 3342213 3 = -0.0423693,
B4 =0.0019199, and s = 1.565271, and the interception of equation agistically sig-
nificant.

Table no. 6 — Results of regression analysis-lgdisompanies

Coef. Std. Err. t P>[t|
Tang -.334221 124564 -2.68 0.009
Profit .5893419 .2876598 2.05 0.044
Size -.0423693 .0607229 -0.70  0.487
Nondebttax| 1.565271 1.16868P 1.34 0.184
Growth .0019199 .0005661 3.39 0.001
_cons .8180304 4073462 2.01 0.048

R-square (coefficient determination) measures ttapqmtion of the variance jointly
explained be the explanatory variables, and gegaralreases, if we add another variable
to a regression equation. AdjustResquare attempts to compensate for this automatic u
ward shift by imposing a penalty for increasing tluenber of explanatory variables.

The maximum value dR-square is 1. This occurs when the regressiorfiig¢he ob-
servations exactly. The closer tliesquare is to 1, the “better” the overall fit ofeth
estimated regression equation to the actual data.

With time series dat&-squared are often in excess of .9; with the ceessional data,
.5 might be considered a reasonable good fit [Ba0€5]. In our case, R-square explains
that 37.65 percent of the variation in leverage loartaptured by independent variables for
listed companies, respectively 25.13 percent fdisted companies. The rest of leverage’s
variance is due to factors other than determinstoidied in this article.

F-statisticprovides a measure of the total variation explaimgthe regression relative
to the total unexplained variation. The greaterRkstatistic, the better the overall fit of the
regression line through the actual data. Regregianhaver-statistics with significance

values of 5 percent or less are generally considgignificant. In our casé&-statistic shows
that overall models are significant.

Table no. 7 — Regression statistics-listed andstedi companies
Listed companies | Unlisted companies
Number of obs 96 90
R-squared 0.3765 0.2513
Adj R-squared 0.3765 0.2067

4.2. Testing hypothesis

In this section we test hypothesis formulated akgeetion 3.1). We compare whether
p-values are less than 0.01, between 0.01 and @5).85 or more.

Hypothesis 1-Agency cost theory

Hi: There is positive relationship between leveragd size.
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Ho: There is negative relationship between leveeagesize.

Sincep-value of 0.072>0.05, means that the null hypothesisld not be rejected at
the 5 percent level for listed companies. Sipealue of 0.487>0.05, means that the null
hypothesis would not be rejected too at the 5 medesel for unlisted companies.

Hypothesis 2-Static Trade-Off theory

H2a

Hi: There is positive relationship between leveragd size.

Ho: There is negative relationship between leveeagesize.

Results here are same with Agency cost theoryndisfout that larger companies tend
to borrow less than smaller companies, and it hfddboth, listed and unlisted companies.

H2b

Hi: There is positive relationship between leveragd value of tangible assets.

Ho: There is negative relationship between leveeagkvalue of tangible assets.

Sincep-valueof 0.075>0.05, means that the null hypothesis wawdtibe rejected at
the 5 percent level for listed companies. On offerd,p-value of 0.009<0.01, means that
the null hypothesis would be rejected in favouHoht the 1 percent level for unlisted com-
panies. This conform that while at listed compamégjible assets are not considerable for
borrowing, at unlisted companies are.

H2c

Hi: There is positive relationship between leveragd non-debt tax shield.

Ho: There is negative relationship between levesagknon-debt tax shield.

Sincep-valueof 0.853>0.05 for listed and 0.184>0.05 for unlistompanies, means
that the null hypothesis would not be rejectedhatd percent level.

Hypothesis 3-Pecking Order theory

H3a

Hi: There is positive relationship between leveragd growth.

Ho: There is negative relationship between leveeagkgrowth.

Sincep-valueof 0.231>0.05, means that the null hypothesis wawdtibe rejected at
the 5 percent level for listed companies. On otfaerd,p-valueof 0.001<0.01, means that
the null hypothesis would be rejected in favouHoht the 1 percent level for unlisted com-
panies. This conform that while listed companiethvhiigh growth rate borrow less those
with low growth rate, unlisted companies with higite borrow more than companies with
low growth rate.

H3b

Hi: There is negative relationship between leveraug profitability.

Ho: There is positive relationship between leveraige profitability.

Sincep-valueof 0.000<0.01, means that the null hypothesis whealdejected at the 1
percent level for listed companies. On other hgndalueof 0.01<0.044<0.05, means that
the null hypothesis would be rejected in favouHofat the 5 percent, but not the 1 percent
level for unlisted companies. It implies that higtofitable listed and unlisted companies
borrow less. It seems that they prefer more inteiurads and equity to finance their busi-
ness activities compared to debt.

H3c

Hi: There is negative relationship between leverayg value of tangible assets.

Ho: There is positive relationship between leveraige value of tangible assets.

In this case, null hypothesis would not be rejeetethe 5 percent level for listed com-
panies and it would be rejected in favour of Hitet 1 percent level for unlisted companies.
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4.3. Discussion of results

In this section we discuss obtained results in tefitihe signs and statistically signifi-
cance of the coefficients for independent variables

Tables below show obtained observed signs forifidependent variables at listed and
unlisted companies. As we can see, while listedpzaonies’ profitability is negatively asso-
ciated with leverage, it is converse for unlistanpanies. At listed companies result is
consistent with implication of Pecking order theand at unlisted companies with Statistic-
trade off theory. This in turn mean that listed pamies follow a preferential order of fi-
nancing sources, and that before seeking debtg, woeld use internal funds. Thus, the
more profitable companies would tend to have fededsts and this is consistent with tested
hypothesis. It is in line with other studies asd®agnd Zingales [1995], Booth et al., [2002]
and Gaud et al., [2005]. On the other hand, pihoifitainlisted companies are capable to
raise their debt ratio more than a less profitatWenpanies. Profitability was statistically
significant for both, listed and unlisted compani€snsequently, we can claim that profit-

ability does have significant role in making destio and determining the capital structure
of Macedonian companies.

Table no. 8 — Expected and observed theoreticaksigith independent variables—listed companies

Proxy Static-trade off | Pecking order | Agency cost| Oerved sign

Profitability + - ? -
Tangibility + -/+ + -
Size + - + +
Growth - + - +
Non-debt tax +/- ? ? -
shield

Table no. 9 — Expected and observed theoreticaksigith independent variables—unlisted companies

Proxy Static-trade off Pecking order Agency cost|  Bserved sign

Profitability + - ? +
Tangibility + -/+ + -
Size + - + -
Growth - + - +
Non-debt tax +/- ? ? +
shield

Tangibility is negatively associated with leveragad is consistent with implication of
Pecking order theory for listed and unlisted consinAccording to Gaud et al., [2005] a
possible explanation for a negative relation betweamgibility assets and leverage could be
based on the assumption of Pecking order theorg.dlithors believe that companies with
lower level of tangible assets are more subjednformation asymmetry problems, and
consequently, more willing to use debts to finattesr activities. In our case this is true,
because Macedonian listed companies are evaluatediénders not just based on tangibil-
ity assets, but also from others perspectivesgoedwill, etc. In a questionnaire realized
with managers of unlisted companies, major of thmatieve that for approving loans, in
their business plan profitability and growth arevand than tangibility. Their access to fi-
nancial market is difficult in terms of cost andchisical difficulties. In the same
questionnaire, in question if they are aware foaficial market in Macedonia, major of
them gave negative answers. For them is very irapbtrade credit. Trade credit (differ-
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ence between accounts payable and account reagivigbtonsidered relevant source in
business financing at Macedonian unlisted compariessmall and medium businesses.
Trade credit is the highest short-term financing agpresents about half of short-term li-
abilities at trade businesses [Ciceri and Xhaf@,720Hence in our case we claim that while
tangibility doesn’t have significant role in deteéning the capital structure of Macedonian
listed companies, it has at unlisted companies.sThve confirm tested hypothesis for
unlisted companies.

Size is estimated to have positive impact on leyeraut is not significant at listed and
unlisted companies. This is consistent with impglara of Pecking order theory and Agency
cost theory for listed companies, respectively wittplication of Pecking order theory.
Since our observations don't have significant st&s, we claim that size doesn’t have sig-
nificant role for deciding the capital structurei$ions.

Growth is positively associated with leverage fothh) Macedonian listed and unlisted
companies. It is not significant at listed companénd tested hypothesis cannot be con-
firmed. At unlisted companies, growth is signifitaand tested hypothesis is confirmed.
Thus unlisted companies with high growth rate bermmore than companies with low
growth rate.

Non-debt tax shield is negatively associated withetage at listed companies, and
positively at unlisted companies. Non-debt tax Ishis found insignificant at listed and
unlisted companies, and is verified tested hypashies listed, but not for unlisted compa-
nies.

5. Concluding remarks

This study sought to analyze some determinantseo€apital structure decisions of the
Macedonian listed companies and a sample of Maédadamlisted companies from the
Pollog region in light of the Static-trade off tligpPecking order theory, and Agency cost
theory. We have selected five independent varialslds purpose to see their effect on capi-
tal structure.

The analysis was conducted based on panel of étaéned from the financial annual
reports for the period 2005-2007. Lack of data ieason that we fail to test other variables
and to cover others Macedonian regions for unlistadpanies.

The results are consistent with implications fokall of Pecking order theory and then
of Static-trade off theory. Agency cost theory wen confirmed in our results, except at
size variable for listed companies. It seems tlatpess of financial market and absence of
bondholders in Macedonia are reflected in our stiids, they don't prefer to issue bonds
to borrow money. Macedonian listed companies praf@rnal funds more than external
funds. This explain that Macedonian listed compapieefer and have access to equity fi-
nancing once they go public as most companies eajdgvourable high stock price.
Another possible explanation is the fact that thecbtionian financial market is still in an
infant stage of development.

Profitability was confirmed relevant determinant fdacedonian listed and unlisted
companies. Creditors seem to be very careful & dihcompanies’ profitability. More prof-
itable listed companies would tend to have fewdstsl@and profitable unlisted companies
are capable to raise their debt ratio more thass profitable companies. Banks are the ma-
jor or event the only source of companies’ exted®lt, and trade credit is very important
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source for unlisted companies. On average, Macadamilisted companies were confirmed
to use more debts than listed companies.

Tangibility, size, non-debt tax shield, and growtére confirmed not to have effect in
capital structures decisions for Macedonian ligtechpanies.

Size and non-debt tax shield were confirmed ndiatee effect in capital structures de-
cisions for Macedonian unlisted companies.

Finally, we can conclude that Macedonian compah& to rely on equity financing
and trade credit. In order to provide more finagcapportunities for Macedonian compa-
nies, it is desirable for Macedonia to acceleragedevelopment of its financial markets.

For future studies it might be interesting to foomsfollowing aspects:

« Company age and industrial feature should be irdws new variables,

« Differentiating between long term and short terrbtde

» Covering others Macedonian regions for unlisted ganies and adding public mu-
nicipal companies, and

» Extension of the data series and macro economioriashould be included.
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