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Research Title: Determinants of Financial Leverage of Small Firms in Thailand
Researcher: Miss Kulkanya Napompech
Institute: Administration and Management College, King Mongkut’s Institute of Technology,

Ladkrabang

ABSTRACT

In the process of running an operation, businesses must have capital, which has many
sources and varying costs. In general, funds come from two main sources, which are borrowing and the
owner’s equity. The objéctive of this research is to study determinants of financial leverage of small firms
in Thailand. Samples are small firms in sectors of manufacturing, construction and hotels, also having
fixed assets less than 50 million Thai baht. Data used in this research are from 2007-2010 and are
collected from the Department of Business Developmpnt. Multiple regression analysis is used to study
Determinants of Financial Leverage. For small businesses in the manufacturing sectors, the total sample is
193. The results showed that profitability and size have negative impact on debts. Liquidity, risk and age
have negative impact on debts of small businesses. For small construction enterprises, the to-tal sample is
200. The results showed that profitability, liquidity and size have negative impact on firm debt while risk,
growth, asset structure and age have a positive impact on debts. For small hotel enterprises, the total
sample is 200. The results demonstrated that profitability and size have a negative impact on firm debt

ratios, while risk and age have a positive impact on firm debt.

Keywords: financial leverage, capital structure, debt, small enterprises, small firms, construction, hotels,

manufacturing, Thailand
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Deviation

STD 772 .58 ) 34 .00 25.58 1.66

LTD 772 25 .00 .00 6.39 .59

TTD 772 .80 57 .00 21.41 1.52

SIZE 772 6.93 6.95 4.02 7.85 48

GROWTH 772 8.07 -2.85 -100 : 2525.26 .0103
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RISK 772 057 022 00 - 2.31 .1437
ASST 772 21 14 .00 97 22
LIQUI 772 .06 .02 .00 2.31 .1437
PROF 772 3.45 5.61 -356.47 177.24 25.74
TAX 772 13.75 12.73 -6947.97 6141.48 033
AGE 772 16.83 17 7.00 44.00 7.52
4.12 ‘i‘];ﬂ%’Uﬁmuﬂiﬂim%qﬁunquﬁwmﬂdauﬂfjumswﬁﬂ

ﬂ‘li’l\i‘ﬁ 4.2 LAANNAUDY Multiple Regression Analysis ﬂijllﬂ'liwaﬂ

STD LTD TTD

Unstandardized | t Sig Unstandardized | t Sig Unstandardized | t Sig

. coefficients coefficients coefficients
Constant | 2163 2508 | 012 260 782 435 1.609 2404 | 016%*
PROF -008 -3.299 | .001** | -.004 -4.147 | 005** | -012 -6.128 | .000**
LIQUI 059 4040 | .000%* | -.010 10.397 | .000%* | .124 10.864 | .000%*
SIZE -035 -959 | 336 -.047 -975 | 330 -244 2,508 | 012+
GROWTH | -000 -476 | .634 -.000009 -106 | 916 .000 -1.804 | .072
RISK 4718 10.634 | .000** | .022 131 896 4,883 14.186 | .000%*
ASST 287 1132 | 258 178 1.824 | .069 041 207 836
TAX -.00006 037 971 -00004 -614 | 539 -.00004 -350 | 727
AGE 008 1139 | 255 006 2382 | 017* 014 2.698 | .007**
R 299 181 495
F 40.653 21.09 93.486
Sig .000** .000** 000**
N =772
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piouils N Mean Median Minimum Maximum Std
Deviation
STD 800 38 22 00 11.55 72
LTD 800 12 .00 .00 8.66 42
TTD 800 50 31 01 12.52 88
SIZE 800 6.81 6.87 4.81 773 45
GROWTH | 800 27.93 -2.51 -99.78 4768.74 255.90
RISK 800 07 04 .00 2.62 1445
ASST 800 .16 .08 .00 .82 .88
LIQUI 800 9.65 2.72 05 254.82 0243517
PROF 800 6.78 8.65 -231.64 191.85 0243
TAX 800 17.21 14.84 -442.41 1472.23 07778
AGE 800 15.75 8.00 7.00 49.00 6.71
422 Pedvimualaseadulunugsfvninadeungumsneding

157197 4.4 UTAIHAYDS Multiple Regression Analysis ngumaneadig

STD LTD TTD

Unstandardized | t Sig Unstandardized | t Sig Unstandardized | t Sig

coefficients coefficients coefficients
Constant | 233 5904 | .000%* | .260 782 | 435 1.501 3310 | .001%*
PROF -.005 -4.788 .000** -.004 -4.147 005** -.003 -2.076 .038*
LIQUI -.005 -4.927 .000** -010 10.397 .000** -.002 -1.598 110
SIZE -.320 -5.642 .000** 108 3.639 .000** =212 -3.261 001+*
RISK 71 4210 .000** 022 131 .896 2.540 12.097 .000**
GROWTH .000 1.914 .056 -.000009 -.106 916 .000 3.417 .001**
ASST 395 2.876 .004%+ 178 1.824 .069 628 3.983 .000**
TAX -.000001 -.016 987 -.00004 -.614 539 -.000004 .049 961
AGE 011 3.256 .001** .006 2.382 .017* 011 2.785 .005**
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A15199 4.4 (A0)

STD LTD TTD
Unstandardized | t Sig Unstandardized | t Sig Unstandardized | t Sig
coefficients coefficients coefficients

R’ 185 343 . 284

F 22.51 51.59 39.21

Sig .000** .000** .000**
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432  Dedeimualassadefuyugsfivvnadeungulsusy

13199 4.6 UAAIHAYDY Multiple Regression Analysis AU 139431

STD LTD TTD

Unstandardized | t Sig Unstandardized | t Sig Unstandardized | t Sig

coefficients coefﬁcieﬁts ‘ coefficients

A Constant 6.846 4.071 .000** 27.922 3.159 002** 34.768 3.939 .000**

PROF .056 .533 .594 -5.055 -9.195 .005** -4.999 -9.107 .000**
LIQUI -.013 -2.203 .028* -012 -.384 .701 -.026 -.804 422
SIZE -1.00 -3.984 | .000** -5.173 -3.923 | .000** -6.173 -4.687 | .000**
RISK 173 1.148 251 6.294 7.952 .000** 6.466 8.182 .000**
GROWTH | -000 -590 | 556 000 075 | 940 -.001 -188 | .851
ASST .596 1.720 .086 2.633 1.445 .149 3.229 1.775 .076
TAX -.092 -411 .681 .586 497 .620 493 418 .676
AGE 023 1.583 114 .390 5.091 .000** 413 5.400 .000**
R’ 043 o 354
F 4.398 50.16 54.035
Sig .000** .000** .000**
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