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A cross-country comparison to the causal mechanism of
enterprise s capital structure around the world

RAO Yurlei
( College of business, Central South University, Changsha 410083, China)

Abstract: Recently some researches show that the enterprise s capital structures in developed countries become more and
more alike, but in developing counties they become different to a great extent. And enterprise s capital structure in one
period cannot do so in another period. Traditional Capital Structure Theory cannot account for the status quo of the capital
structure. The main reason for the narrow explanation of the traditional theory is that it assumed based on the framework
of fixed legal institution and conditioned investing and financing setting. This paper, comparison of different countries,
discusses that law and institution influence capital structure according to legal origin of their law. Financial system is
maybe not final determinants to financial behaviors and enterprise s capital structure. But law and institution play an in-
troductory or dominant role in the financial system and enterprise s capital structure.

Key words: law and institution; capital structure; seasoning with institution; game in market

[ YmiE: 7EBE



