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ABSTRACT

The main objective of this article is to analyze the determinants of the capital structure of small and
medium enterprises (SME’s) using a sample of companies in Portugal and Spain and a multiple linear
regression with panel data for the period between 2005 and 2008. The explanatory variables of the
dependent variable capital structure are dimension, growth opportunities, asset tangibility, profitability,
and profit rate. The results show that SME’s in both countries are similar in the choice of capital
structure. The determinant “profit rate” was not relevant to explain the level of indebtedness of SME’s.
The indicators growth opportunities, profitability and asset tangibility considered in the analysis shown
to be determinants on the capital structure of the companies under analysis. Finally, the indicator
“dimension” is significant for Portugal but not for Spain.
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