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Abstract

THE EFFECT OF FINANCIAL LEVERAGE IN DETERMINING BUSINESS RISK

This survey was focused on the investigation of the concept of the corporate trade-off
hypothesis (CTH), which suggests that firms adjust business risk and financial leverage to obtain
the desirable amount of total systematic risk. We included in our survey textile manufacturing
companies with total assets more than 100 million drs and a number of employees greater than
30. 370 textile manufacturing companies, satisfied those restrictions for the period 1988 through
1993. From the statistical analysis we concluded that there is an inverse relationship between
the variables of operating beta and mean debt ratio, the measures of operating risk and financial
leverage, Consequently, the empirical findings corroborate that the corporate trade-off
hypothesis is operative, for the cluster of textile manufacturing companies.

1. Ewcayoyn

216x0¢ ™G uehétng eivar 1 diepevnon g emMOPAONC TNG ETUXELPNUATINNG
XOL XPMUOATOOIXOVOULXNG UoXAevong oty dlaudp@mon Tou CUVOAMXOU Ov-
omuatxoV xwvdvvou. To yvwotd vmdderyua ayopdg tov Markowitz [12],
10 omolov avamtoxOnxe amd tov Sharpe [17] mapéxer wo diadixaocia yia
™MV extiunon tov uépovg g amddoong Wag UETOXYNS 1 evog yopTo@ulaxiov
TiTAwv, 7ov oyetiCetan ue T upetafoly g amddoong NG ayopdg o€
ouvvdvaoud ue 1o Pabud Tou cvoTNUOTIXOU AHLVOUVOU TNG UETOXNG 1 TOU
xapTo@uAaxiov. Auvtd mpoodiopiletal moootind amd tov ouvvteheot) B (beta)
10 uétpo Tov ovotnuotixov %xvdUvou [6],[7],[8],[10],[15]. Ov epevvmtéc o€
Béuata xpnuatoowrovouxnig Oloixnong Loxvpifovial ot oL SloNoelg TOV
ETMUYELPNOEWY TTPOCTAO0VV VO OTAOEPOTIOL|COVV TOV CUOTNUATIXOV XK(vOuvoV
Ol EMOUEVIC TOV OLUVTEAEOT beta oe éva emBuuntd emimedo. O emuxelpn-
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UOTIXOC XOL YPMUATOOLXOVOULXOC %(VOUVOC umopolv va ouvOuaoToUv UE
OLdpopoug TpoTovg, wote va emitevxOel To embuuntd eminmedo cuvolixov
ovomnuoTixoy %x1vOUvov. YYnAdg emuxelpnuatindc xivouvog wmopel va ovti-
otabuiotel ue yaunid xpnuatoowxovouxd xivouvo xar aviiotpopa. Emo-
UEVIIC ETUYELPNOELS UE XaAUNAO eTixelonuatixd %«ivduvo €xouvv v evyépela
va. Beltiotomomoouy TNV xe@alalaxn Toug Oour] ®OTE VA EMTUXOUV TO
eMdyloto x60t0g ®e@alaiov pe amodextd Padbud cvoTnUaTIXOU KIVOUVOoU.
Ané v M mAevpd emixelprioelg pue vymihy emxwvduvdétnta mpémel vo
otoxeVouv oe XaUNAO emimedo XPNUATOOKOVOUKXOU ®IvOUvou. Auti elval 1M
dmoym mov dietdmwoav o Mandelker xar Rhee [11] »ou xaheitar "Corporate
Trade-off Hypothesis", v omoiav amodidovue ota EMnvixd wg "YmdOeon
Etaipunc Zyéong Avrailayncg”. Emuxelpotue ue to mapdv apbpo va ehéy-
Eovue eumelpid v ox0 g vmdbeong otic EAMMmvirég emuxelpfioelg xou
eldwdTepa otov ®Addo ¢ xhwotolaviovpyiag. H eumeipinny ueddémm Po-
olCetal omv ypron Aoyotixwv dedouévmv. Oi Ball xai Brown [1], ot Beaver
xol Manegold [2] »ow ou Beaver Kettler xai Scholes [3] ue eumelpinég
ueAéteg, xabmwc »alr o Bowman [4] ue wa Bempntixy mpooéyyion, amédelEav
OTL OL AOYLOTIXEG UETAPANTEC UTOPOVV VO, ATTOTEAECOUV UETAPANTEC TPOPAEYNC
TOU CUOTNUATIXOU XLVOUVOUL.

2. Yréderypo

O emyelpnuoTixdg %xal 0 YPNUATOOLXOVOULXOC %(vOUVOC ammoTelOUV TO
uépn ota omoia dLtaxpiveTal 0 CUOTNUOTIXOS ®(VOUVOC. ZUVETIMOC, 1 AELTOVPYIXN
UOYAEUON %Al 1 XETUATOOLXOVOULXT] UOXAEVOT), OV OxeTiCovTal aviioToLyo
Ue TOV ETMXELPNUATI®G ®OL TOV Ypnuotoolxovouxd xivouvo, umopolv va
ouvOVaoTOUV %#aTd TéTolo TPOMOo, MoTe va emitevyOel éva emBuuntd emimedo
®vduvou. 'Etol, wo vimAn Aettovpyixny udyrevon umopel vo avtiotaOuloTel
UE Wwa avtiotolym xounAn xpnuatoowxovoulxny udyAevon xoi aviiotpoga.
lNo mapdderyua, 10 amotéleoua uwag aVENONC TOu OuvolxoU oTabepo)
®00TOVC Ue TOPAAMAN ueiwon Tov petafAnTo %OoTOUE VA UovAda TPOoio-
vtog, oOnyel o wa avtiotoyyn avEnon tov Pabuov Aettovpyxng udyAevong
%®al, EMOUEVDE, O Ul aEnom Ttov Pabuod %«ivdvvov. Qotdoo, 1 amdpaon
m¢ emyeipnong yio avEnon g Aettovpyixnig udyhlevong, Umopel va ovTL-
otaOulotel ue pLar Uelmon Tng XEMNUATOOLXOVOUXNG UOYAEVONC KOl ETTOUEVMC
UE WO uelmon TwV XPNUOTOOXOVOUX®Y EEODWV, ue amoTéleoua o VYmAd-
TEPOC ETUYELPNUOTIXOG %(VOUVOC VO avTIOTAOULOTEL pe XaunAdTEPO XPMUQL-
Tooovouxd xivouvo . Avtd umopel va ovuPel my. omv MEPITTOON OV 1

1. Me myv dmoyn ovm ovuewvel xaw o Myers [14], o omolog OlemioTwoe dT emyelpoelg ue
vynAdv Pabud »ivdivou teivouv va davelCovrar Arydtepo, 6tav ta vmdlouwta otorxela elvan (oo
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4. Agdopéva - TtatioTivy) Avalvon

H mapovoa uehétn avoa@épetal OTIC ETLYELPNOELS Ol 0molEC xaTd T0 €TOC
1988 eixav ovvohov evepyntinol mdvw amd 100 exat. dpaxuéc xal ama-
oxolovoav mavm amd 30 dtoua. O aplBOUdg TV EMNVIXMOV ETILXELPTICEWY,
T0U %A&ddov g xAwotol@aviovpylag mou IxavomoloVoe Tig 600 OUTEG
ovvOnreg avépxetal oe 370. T'a Ttov vmoAloyiwoud g uéong amddoong g
ayopdg xponowwormomooue T amoddoelg 4000 emyelpnoewv. OL ETMUYXELPTOELG
QUTEC aVIHOUV O OLAPOPOUC KAADOUC OLXOVOULXTC OpAOTNELOTNTOC, YEYOVOC
oV uog emtpémel va, vmoféoovue OTL amoteAoUV éva XapToPUAGXLO, TTOU
mpooeyyiCel wavomomTind v dagopomoinon tng ayopdg. Ta dedouéva
TV ETYXELPNOE®V avIAMjoaue amd v Pdon 6edouévwv g ICAP.

O mivaxag 1 eppavitel tig tdEelg ioov cvomuatizol xvdivou (k=1,2...12),
®abwg emiong »al Tov aplOud TV ETUYXELPNOEMV OV TEPILAUPAVOVTIOL OF
aUTéC. Znueldvetal OtL ol axpaleg TdEelg, Miadny n mpwd™ ®ou n 12n TdEN,
mepAauBAvVouY ETXELPNOELS, TTOV EAGXLOTO OO UTOPOVCAY VA XAPOXTNELO-
Bovv w¢ TdEelg (oouv OLUVOAXKOU ovotnuaTol xLvdUvou, Oecdouévou OTL
TTOPOVOLATOUV UeYdAo €VPOC TIUMV TOU OuvieAeoT| . ZTtov mivaxa avutd, 1M
TEMTN OTAN eu@aviCel Tov aplOud g TaEng, n devtepn omAin delyvel To
€0pOC TOV TIUDV TOU OUVTEAEOTH ouoThuaTioV %xivdUvou B xdBe uwag Ta&ng
®wvdvou xal m Tpitn omin Ociyvel Tov aplOud TV EMXELPIOE®Y, TOU
meplhauBdvoviol oe xdBe TAEN (oov %«1vOUvov.

O éheyyoc g woxvog g Ymobeong Etaipinnc Zxéong Aviaiiayng yivetol
oe xA@0e wo TAEN (oov xvdvvou Eexwplotd. I'a Tov oxomd autd xal XPnol-
UOTIOLMVTIAE, Of TPMTO OTddlo, ¢ QaveEAPTNTN UeTOPANT} TOV UéCO ETNOLO
Oelntn ypéovg xdBe wog emyeipnong, mpoodlopiCovue ue ™mv pébodo Twv
eAayloTOV TETPAYOVOV TOV OuvieAeoT] mtaAvdpdunong g eElowong (13).

And 10 mapandvo mpoxVmTel Tl yLo xABe emuxelpnon j, mov mEPLAAU-
Bavetar oe ouyxexpluévn TAEN (oov %«vdUvou k, vmdpyouv oL Tiuég NG

uetafinmg B°, xai tov deinm (A/EQ),. Ta amotedéouata ToV exTiunOévIwy

ouvteAeoTOV maMvdpounong twv upetofintav B, xow (A/EQ), yia mig 12
TdEelc emyelpnoemv (oov xvdlvou @aivovtal otov mivaxa 2. H mpo
omAn Tov Jivaxa 2 Ociyvel Tov aplbud g tdEng. H 0evtepn omin delyvel
10 mM0o¢ TV mapatnpenoewy (emyelpioemV), Tov €xovue o %dBe TAEN
toov xwvdvvou. H tpitn omin eupoviCer Tic Twég touv otabepov dpov a,,
evad 1 eméuevn omAn TEPLAAUPAVEL TIC TLUEC TOU OUVTEAEOTH TTOALVOPAOUNOTG
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c,. Ta oromotnd xpitiplo aEloAdynong twv eELOMOEMY, OV exTLUON®AV
pue ™mMv uébodo TV elayioTV TETPAYDOVOV TEPLYPAPOVTAL OTIC EMOUEVES
omiec. ‘Etol, n éumtn omAn Topovoldlel Tig Tiuég Tovt  — statistic, xaum
éxmn omAn eupaviCel Toug ouvieleoTtéc mpoodloplopoV, dopbwuévoug yia
Touc PBaduovc elevBepioc (R?).

E&etdCovtag ta amotedéouata mov eu@oviCovral otov mivaxa 2 diadi-
OTMVOUUE TO. EENC:

1. ‘OMlot ou ovvtedeotée malvopdunong ck twv eElomwoemwv éxovv apvnTixd
mpdonuo.

2. AmO Tic TIuég Tov t — statistic sTpoxVITTEL OTL EVVLA OUVTEAEOTEC TTAALVOPO-
unong c,, elvar otatonxd onuavixol oe enimedo onuovi- xdmtag 5%
(oL oxth ouvteheoTéc eivol otaTioTind onuovtikol xou oe eminedo 1%).
Tpelg amd toug OO OUVTEAEOTEG XOL TILO CUYHEXPLUEVA OL C,, C,,
nOL C,,, OeVv elval OTOTIOTIHMOG ONUAVTLXOL.

3. Oi tég Tov ouvteleotdV Poodloplopol dtopbmuéveg yia tovg Baduovg
ehevBepiog, R, tov dddexa eElomoemv, mov exTiuniOnxav, elvar pev
oyetxd xauniég, dmwg avauevétay, Ba umopovoay dumg va Bewpndovv
amodextég, dedouévng g oTavpoeldols UoPPNC Toug (croos-section
data).

Metd ™V TOpamtdvm OToToTiXY OELOAGYNOTN TOV OTOTEAECUATOV TNG
OLXOVOUETPIXNG EXTIUNONG UTTOPOVUE VO CUUTIEPAVOUUE TO. €ENC UE AVAPOPQ
omv oy N un ¢ YndOeong Etaupinng Zyxéong Avtoariayng

* Ilpwtov, woylel oe evvid amd tic dwdexa TdEelg {cov cuvoxol cuoTh-
uatixov ®x1vdivou. OL emyelpfOELS, OV EVIACOOVTOL O QUTEC TIC TAEELC,
QAVTLITPOOWIIEVOVY so0ooTd 68,38% Touv ouvolrol aplOuol tTwv eEetalo-
UEVOV  ETTILXELPTIOEWV.

* AgUTEPOV, OL TIUEC TPLDOV OUVIEAEOTOV TOALVOPOUNONG OTOTIOTIXMOC Oev
Srapépovv amd to undév. INa g emyelpnoelg, mov mepthaudvoviol oTig
avtiotolec TdEelc (oov %«vdvovu, dev WITOPOUUE VO TEXUNPLHOOOVUE TNV
oy ¢ Ymobeong Etalpinnic Zyxéong Aviolhoymic.

5. Jvumépaopa

21dyo¢ ¢ uedétng elvar n dlepevivnon g emidPOONG TNC ETMUXELPNUOTIXNC
®OL YONUATOOLXOVOULXNC WoyAevong om OaudpPor TOU GUVOMXOU OCUOoTH-
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patixol x1vdivov. ZOuewva te v vadOeon TG ETALPLXNG OXEONC AVTOAAAYNIC
oL emuxelpnoelg pubuiCovv v xpnuatooxovouxy UéxAevon o€ ouvAapTnom
ue tov emxelpnuaTind xivouvvo, mote va xabopiocovv 1o emBuuntd emimedo
TOU OUVOALXOU ocvotnuatixoV xivdUvou. Ilponyolueveg ueldéteg, dmwe auti
twv Mandelker xair Rhee, éxouv amodeiEel 6T ot emuyelpnoelg mpoodiopilovv
10 emimedo TOU GUVOMXOU CLOTNUATIXOU XKIVOUVOU OLOTNPMVTIAC WO OXEon
AVTOAOYNC UETOED TNG XPNUATOOLXOVOULKNC KOl ETLYELONUATIXNG UWOYAEVOTC.
XpNowomoldvtac AoyloTixd Oedouéva evdg peydhov oplOuol emLeELPCEWV
OV AVIXOUV OTOV ¥AAOO TNG XAWOTOUPAVTOUPYIOC %Al £PAPUOCOVIOL TNV
uéBodo TV eAAXIOTWV TETPAYDOVOV XATOANEAUE O AVAAOYO CUUTTEQAOUATAL,
onAadn 6t 1 CTH woyvel yia to 68,38% tov emyelpnioemv touv %Addov.
JUVEMMC TO QITOTEAECUOTA TNG OLXOVOUETPIXNG EXTIUNONG TV €ELOMOEMV
TEXUNPLOVOUY TNV oYY ¢ YméBeong Etaipixnc Zxéong Avrtailaynig otov
®Addo ¢ xAwotovpavrovpyiog. O emxelprioelc tov xAddov datnpolv wa
oxéon avrtaloync UETAED TNG XENUOTOOLXOVOULXNIG XAl TNG ETILXELONUOTIXNC
uodxAevong, ue otdxo TovV TPOCTOLOPLOUO TOV emMOUUNTOU E€MLITEOOV CUVOAMAOU
oVOTNUATIXOU ®IVOUVoU.

Koatd ovvémeiav, étav ov emxelpoelc autég éxovv Ndn vPmAdv emuyel-
pnuatixd xivouvo xat dev embuuolv va avEoouvv Tov ouvolxd cuoTUaTIKd
®(VOUVO, UELDVOUV TOV YPNUOTOOIXOVOUHXO %(iVOUVO, YPNOLUOTOLDVTAS (dla
xe@diola avti yio davelaxd ylo Ty ¥enuatoddTnon Twv VEwv emevOUTIXMV
oxedimv tovg. Kot ovti mv évvola o emxeipnuatindg xivovvog yivetal
ONUOVTIXOC TTAPAYOVTOC TOU eMNPEACEL TNV XPNUOTOOLXOVOULXT] Ooun} TNng

emuyelpnong.
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