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Preface

Scholars, practitioners, and professionals consider business innovation as a neces-
sity to minimize business risk. Through technological innovation, businesses can
adapt to societal changes and reduce the impact of both internal and external threats
and risks. Business resilience is the ability to deal with challenging conditions by
ensuring the existence and prosperity of the organization. In today’s rapidly evolving
global landscape, businesses face unprecedented challenges and opportunities. The
twin imperatives of building resilience against disruptions and driving innovation for
sustainable growth have become paramount for long-term success. This book delves
into the complex and often paradoxical role of artificial intelligence (Al) and other
disruptive technologies in navigating this intricate terrain.

While Al and related technologies offer transformative potential for enhancing
business resilience—from predictive analytics for risk mitigation to automated
systems for operational continuity—they also present significant challenges. Ethical
considerations, potential biases in algorithms, job displacement concerns, and the
environmental impact of technology development all demand careful consideration.
This double-edged sword requires a nuanced understanding to harness the benefits
while mitigating the risks.

This book aims to provide a comprehensive exploration of this dynamic interplay
between technology, resilience, and sustainability. It is targeted towards a diverse
audience, including academics, students, researchers, business practitioners, policy-
makers, and anyone interested in the intersection of technology, business strategy,
and sustainable development.

We explore a range of critical topics, including but not limited to technological
innovation and inclusivity, sustainable educational planning and integrating tech-
nology into educational development strategies, the impact of data analytics on
business intelligence, financial technology and inventory management efficiency,
augmented reality and digital marketing, and many more.

This work is intended to inspire critical thinking, foster collaboration, and
contribute to a more informed and responsible approach to harnessing the power
of technology for the benefit of both businesses and society.
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Our hope i1s that this book will serve as a valuable resource for navigating
the complex challenges and opportunities presented by Al and other disruptive
technologies in the pursuit of sustainable business excellence.

Nablus, Palestine, State of Dr. Abdulnaser Ibrahim Nour
Dr. Islam Abdeljawad



The Impact of a Company’s Accounting )
Income and Capital Structure Cregt i
on the Economic and Financial
Sustainability—An Empirical Study

on Industrial Companies Listed

on the Palestine and Amman’s Stock

Exchange During for the Period

2016-2022

Ghassan Daas and Maram Mashaqi

Abstract The objective of the research was to assess the impact of accounting
income and the capital structure on the financial and economic viability (sustain-
ability) of industrial firms listed on the Amman and Palestine Stock Exchanges,
determining which of these is most impacted by accounting income and capital struc-
ture. on The sustainability measures represented in tax payments to the government,
productive diversity, the availability of training courses for employees, the presence of
women in the labor market, and return on equity (ROE). The study data was collected
for the period 2016-2022 on a sample of 44 firms. The data were analyzed and the
hypothesis tested using correlation and regression models. The study discovered that
accounting income has a positive significant impact on both the economic and finan-
cial sustainability for both Palestinian and Jordanian firms and considered as the
main determinant of that. The study suggested that public shareholding companies’
management expand employee training opportunities to boost workers’ productivity
and qualifications, which will enhance their performance and help the company
achieve economic sustainability. They should also expand employment opportuni-
ties for women and expand the number of production lines to determine the best
possible indicators levels to help the company achieve economic sustainability, also
to concentrate on the cost.
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1 Introduction

The challenges that businesses face in promoting sustainable development have
received worldwide attention. In addition to commercial considerations, businesses
must also consider sustainability from social and environmental perspectives. This
allows them to report on their economic and non-economic performance. From a
government point of view, it is also essential to quantify and convey the effects
of economic, social, and environmental performance. Moreover, establishing and
maintaining the firm’s reputation is critical. This trust is based on business deci-
sions and tactics that affect both stakeholders and the organization. Sustainability
reporting has the added advantage of making businesses more transparent and taking
into account all relevant factors. It does so by exposing the public to the dangers
and effects of the issues at hand. Despite the possibility that their activities could
harm the environment, businesses often overlook the social and environmental conse-
quences of their economic activity. Stakeholder awareness and media pressure have
led companies to include sustainability in their vision, mission, strategy, planning,
and decision-making. By reviewing the company’s sustainability disclosures, the
board of directors, as a member of top management, can ensure that shareholder
interests are protected. It is one of the primary means by which managers commu-
nicate and distribute information about sustainability initiatives to all stakeholders
[1].

A company’s capital structure typically emphasizes a combination of debt and
equity financing. A company’s financial health depends on a variety of financial
decisions. Empirical data indicates that a company’s decision on which funding
sources to use—debt or equity—has a big impact on the company’s worth. Making the
wrong capital structure decision could cause a business to face financial challenges
and, eventually, insolvency. For instance, businesses that have significant amounts
of long-term debt that are poorly managed have a higher risk of going bankrupt.
Furthermore, maintaining the debt-to-equity ratio is a necessary part of financial
planning to maintain public confidence because raising long-term debt shows that
management is shifting the company’s risk to bondholders or creditors, which raises
agency costs and worries shareholders. Ref. countered that firms with lower liquidity
and fewer non-debt tax shelters incur higher agency costs and that issuing shares
during the debt reduction stage increases the likelihood of a rapid failure. The trade-
off theory, which contends that business leverage is established by weighing the
benefits of debt tax reduction against the expenses of bankruptcy, provides evidence
of this. Thus, managers choose a company’s capital structure to maximize its net
worth. This demonstrates how a firm’s profitability is greatly impacted by its capital
structure decision [2].
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Because of the unpredictable, uncertain, and unstable nature of the current political
and economic climate, as well as the disruptions to customer and supplier interactions,
firms must reevaluate their development goals to achieve effective growth. Apart
from the primary objectives of the operation, companies are facing challenges in
maintaining strong economic indicators, which reduces their activities to a battle for
survival. Consequently, the pursuit of sustainable growth and development becomes
imperative [3]

2 Problem Statement

Accounting’s focus changed from the concept of ownership, which crystallizes in
maximizing the self-interest of the owners as it is the primary responsibility of
management, to the concept of the accounting unit, which considers the owners as one
of the stakeholders in the company [4]. So a company’s decision on which funding
sources to use—debt or equity—has a big impact on the company’s worth. Making the
wrong capital structure decision could cause a business to face financial challenges
and, eventually, insolvency. For instance, businesses that have significant amounts
of long-term debt that are poorly managed have a higher risk of going bankrupt.
The evaluation of a firm’s financial soundness in the ever-changing world of inter-
national commerce goes beyond conventional accounting measures. Scholars, prac-
titioners, and politicians alike are now focusing on accounting income—a measure
of a company’s underlying activities. According to the hypothesis, a business that
only employs equity financing outperforms one that has a large amount of debt on
its statement of financial position. The pecking order theory, however, contends that
businesses should sequence their funding sources so that equity must be employed as
a third source when debt is insufficient and internal financing through net operating
income comes in first [2].

Therefore, many businesses started to rely less on maximizing financial gains
to establish their reputations and more on disclosing financial and non-financial
information to inform their stakeholders about the company’s economic performance
[5]. Although accounting income is commonly used as a standard measure to evaluate
financial performance, it is still unclear how much of an impact it has on sustainability
given its correlation with economic revenue [6].

Accounting income, Capital Structure and Economic sustainability are becoming
more and more important in the context of corporate responsibility, and it merits
scholarly study but there aren’t many studies that give a broad picture of the impact
of these on Economic sustainability. With human progress and industries expanding,
the world has split into two camps: one of them supports the priority of economic
growth without regard for the environment [7].

In the context of the financial and economic sustainability, the research problem
can be presented as: “What is the impact of a Company’s accounting income and
Capital Structure on the Economic and Financial sustainability? It is an empirical
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study on industrial companies listed on the Palestine and Amman’s Stock Exchange
during for the period 2016-2022.
Accordingly, the research proposes the following question:

e What is the impact of a Company’s accounting income on the economic
sustainability of Industrial Companies Listed on Palestine & Amman Stock
Exchange?

e What is the impact of a Company’s accounting income on financial sustainability
of Industrial Companies Listed on the Palestine & Amman’s Stock Exchange?

e What is the impact of a Company’s Capital Structure on economic sustainability
of Industrial Companies Listed on the Palestine & Amman’s Stock Exchange?

e What is the impact of a Company’s Capital Structure on financial sustainability
of Industrial Companies Listed on the Palestine & Amman’s Stock Exchange?

3 Importance of the Research

The industrial companies [8] use a lot of resources in the course of their daily oper-
ations, they are generally characterized by a boring, routine nature that makes the
wheel of economic growth slowed because many of those resources are scarce or
limited, whether they be natural, economic, or other resources. They are respon-
sible for both the welfare of the present and future generation, making it necessary
for those businesses to exercise their economic sustainability, their vision, mission,
strategy, planning, and decision-making. According to the information provided,
and a review of previous literature regarding sustainability, a research gap was found
related to accounting income and Capital Structure impact on Economic sustain-
ability, although there are previous studies conducted to find the effect of accounting
income on sustainability performance, so there is lake of studies which examines the
relationship between these variables and the Economic and Financial sustainability.

According to [9] the impact of common share capital on financial sustainability
has been the subject of conflicting research by different researchers. Some discov-
ered that the impact of common share capital on long-term financial viability was
negligible. However, some researchers came to the opposite conclusion that common
share capital had a detrimental impact on financial sustainability while others decided
that common share capital had a favourable effect. So this study is important
because it highlights their impact on economic and financial sustainability, provides
a more accurate picture of a company’s financial performance, enhances stakeholder
communication, guides investor decisions, evaluates performance, allocates capital
efficiently, and improves decision-making.
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4 Objectives

Since this subject is so important, the study’s objectives are as follows:

1. Identify the impact of accounting income on economic sustainability of Industrial
Companies Listed on the Palestine & Amman’s Stock Exchange.

2. Identify the impact of accounting income on financial sustainability of Industrial
Companies Listed on the Palestine & Amman’s Stock Exchange.

3. Identify the impact of Company’s Capital Structure on economic sustainability
of Industrial Companies Listed on the Palestine & Amman’s Stock Exchange.

4. Identify the impact of Company’s Capital Structure on financial sustainability of
Industrial Companies Listed on the Palestine & Amman’s Stock Exchange.

5 Theoretical Framework, Literature Review,
and Hypothesis Development

5.1 Theories

According to [10], the best way to achieve growth and capitalist development is to
adopt policies that encourage competition and give economic actors more freedom
to pursue their interests in line with the widely accepted notions that human nature
is characterized by a desire to trade, better oneself materially, and take advantage of
advantageous opportunities. In order to stimulate growth [11], the government must
increase demand. The shift from goods to services creates forecasts that align with
cross-country growth data. These forecasts include an increase in the real investment
rate, a decrease in the real interest rate, the marginal product of capital, and an
acceleration of technical development particularly in investments as the share of
services rises [12].
The main theories Related to the subject:

Stakeholders Theory: [13—15] the voluntary sustainability disclosure of an organi-
zation is influenced by a variety of stakeholders, including shareholders, creditors,
suppliers, managers, customers, competitors, employees, their families, the media,
local communities, charitable organizations, and future generations. Companies will
provide more information on sustainable development to minimize the costs asso-
ciated with inspections and to evade government control and inspection. Managers,
on the other hand, anticipate a relaxation of state management regulations when the
information is voluntarily shared. The management of a related party’s relationship
and the company’s obligations to them.

Agency Theory: [16] there is a greater likelihood of voluntary sustainability infor-
mation disclosure from large corporations. The interaction between managers and
owners is depicted by agency theory. There is cause for concern that the manager of
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the company will not operate in the best interests of the owners, who are the share-
holders. If both sides (the owners and the managers) wish to maximize their interests.
Agency theory explains why shareholders and creditors get information from annual
reports.

Political Economy Theory: [17, 18] managers like the government, labor unions,
or community organizations base their choices about matters pertaining to the
company’s interests (such tax laws, monopoly limits, and competition) on the
information that businesses provide.

Signaling Theory: [17, 19] the theory indicated that financial decisions are signals
to investors to take feedback into account. The company’s financial communica-
tion policy is based on this signal. According to signal theory, profitable businesses
frequently use financial data as a marketing signal. Greater information transparency
will help the business draw investors and facilitate capital raising. As a result,
the manager can provide financial statement users with information on corporate
sustainability, enabling them to evaluate the company’s performance accordingly.

The trade-off theory: this theory [20] introduced that the interest tax shields asso-
ciated with debt and the costs of financial distress into a state preference model. The
trade-off theory of capital structure postulates that managers attempt to balance the
benefits of interest tax shields against the present value of the possible costs of finan-
cial distress. According to the trade-off hypothesis, there should be an ideal capital
structure that strikes a balance between the cost of bankruptcy and the present value
of interest tax shielding

5.2 The Conceptual Framework of Economic Sustainability

5.2.1 Sustainability Concept

According to [21] there was a major focus on the idea of sustainability in the early
1970s of the previous Century. Sustainability refers to the coexistence of society
within the constraints of available resources in order to achieve social welfare, and
it is defined as satisfying the needs of current generations without compromising
the capabilities and needs of future generations [5]. Sustainability is the ability of a
company to maintain the natural environment and cultural.

5.2.2 Dimensions of Sustainability
There are three sustainability dimensions that are economic, social, and environ-

mental which have come into greater focus in recent years as aresult of growing public
interest in sustainability [7] and in this research we will focused on the economic
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dimension that is relates to economic vitality and diversity within the company.
Economic Dimension is required in order to survive in the market by enhancing its
financial performance.

5.2.3 Growth in the Economy and Sustainable Development

The interaction of various economic resources is what drives economic activity. The
quality and quantity of human and natural resources enable economic growth and
comprehensive economic development, which entails significant structural changes
in the economy and permits the creation of plans and programs in every area covered
by the dimensions of sustainable development. Sustainability accounting standards
are essential governance instruments in order to achieve the goals of economic
sustainability. It is optional but not required to report on sustainable practices [5].
Through sustainability, a society can develop infinitely, both in terms of its techno-
logical aspect and its capacity to ensure rising income levels for future generations.
From a strictly classical standpoint, sustainability refers to the maintenance and
expansion of economic well-being for the longest amount of time. This well-being is
determined by rates of income and consumption, the latter of which includes many
necessities for human survival, including clothing, food, housing, transportation,
health care, and education, by “discovering and adopting new and better production
methods, as well as working to raise production levels by developing human energies
and skills. Economic development is defined as “the development of societies” [3]

5.3 The Conceptual Framework of Financial Sustainability

Despite financial sustainability’s lack of embeddedness in definitions and measures of
economic sustainability, itis possible to explicitly differentiate between various terms
[22]. Additionally, accounting theory’s “principles of capital maintenance” align with
financial sustainability. Many businesses are under pressure to implement sustainable
practices because of the many advantages that come with being sustainable. Good
capital structure decisions are essential for corporations to become sustainable since
they maximize earnings, which in turn makes them sustainable [2].

Microfinance institutions are able to meet all of their operational, financial, and
service costs in order to maximize equity market value and accomplish their social
objectives. Customers and politicians in developing nations like Pakistan, India,
and Bangladesh frequently criticize microfinance institutions (MFIs) for charging
exorbitant interest rates in an effort to achieve financial sustainability. All stake-
holders have the same primary objective, which is to measure the financial perfor-
mance of their assets. The majority of earlier research focuses on earnings per share
(EPS), return on equity (ROE), return on assets (ROA), and return on sales. Positive
correlations between CSR and financial performance are also seen in this research.
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Accounting returns and investor returns are the two metrics used to quantify financial
sustainability [23].

Accounting practices can enhance financial sustainability when they are used to
create value for stakeholders. Because sustainability is so embedded in accounting,
the idea of sustainable accounting has grown. Sustainability accounting uses
cutting-edge information management and accounting strategies to deliver relevant,
high-quality data that supports the long-term, sustainable growth of enterprises.
Accounting researchers assert that accounting can be a component of numerous
accounting processes, such as accounting techniques for sustainability [24].

5.4 Literature Review and Hypothesis Development

5.4.1 Accounting Income

An entity’s net income for any period is the most that can be distributed to its owners
during that period while still allowing the entity to have the same net worth at the end
of that period as it did at the beginning, after adjusting for the contributions of the
owners. In other words, an entity must maintain capital before it can generate income.
It should be noted that according to financial accounting theory, capital maintenance
refers to financial capital maintenance rather than physical capital maintenance; the
distinction between the two is found in how capital is defined. A financial capital
method defines capital as the company’s net assets, or all assets less all liabilities.
A physical capital method measures a firm’s productivity, not its financial position.
In other words, income only arises from the physical approach if the value of the
company’s current inventories, along with its property, plant, and equipment, rises
throughout the course of the period, after deducting the cost of further purchases
made with the help of outside finance [25].

According to the above, we propose the following hypothesis:

HI1 There is no impact of accounting income at the level of significance (a < 0.05)
on economic sustainability of Industrial Companies Listed on the Palestine &
Amman’s Stock Exchange.

H2 There is no impact of accounting income at the level of significance (a < 0.05)
on financial sustainability of Industrial Companies Listed on the Palestine &
Amman’s Stock Exchange.

5.4.2 Capital Structure

There are two categories of sources of capital formation: external and domestic
sources. For this reason, choosing the best sources of funding is crucial to the health
and long-term viability of the business’s finances. Selecting a sound and ideal capital
structure is crucial since it will influence the expenses that the business will incur.
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According to [26] the theories mostly debate the best ways to optimize and balance
the capital structure in order to maximize the market value of the company. However,
achieving long-term sustainable development is every corporation’s primary internal
goal. One of the financial elements that affects a company’s ability to grow sustain-
ably is its capital structure [27]. Financial sustainability or short-term financial
sustainability can indirectly affect long-term financial sustainability.

The capital structure has a big impact on asset returns. The availability and burden
of capital are significantly impacted by the capital structure, which in turn impacts
the performance of the business [26].

According to the above, we propose the following hypothesis:

H3 There is no impact of Company’s Capital Structure at the level of significance
(a < 0.05) on economic sustainability of Industrial Companies Listed on the
Palestine & Amman’s Stock Exchange.

H4 There is no impact of Company’s Capital Structure at the level of significance
(a < 0.05) on Financial sustainability of Industrial Companies Listed on the
Palestine & Amman’s Stock Exchange.

According to [28] inclusion of company’s age and size, can impact company’s
decision in economic sustainability. Research has shown that corporate characteris-
tics affect how sustainability is implemented and disclosed. Considers size to be a risk
factor, [29] note that larger companies (in terms of total assets) are more knowledge-
able about risk management and are more diversified. Larger businesses typically
reveal more information than smaller ones. Big, profitable businesses may afford to
pay extra for sustainability reporting or the fullest transparency of financial accounts.
The difference in capital structures between industrial companies listed on the ASE
and PEX stock markets also should be measured against the impact of the accounting
income and the capital structure on both financial and economic sustainability.

6 Methodology and Procedures

The current study aims to determine the impact of accounting income & Capital
Structure on the economic and financial sustainability of industrial companies listed
on the Palestine & Amman’s Stock Exchange.

6.1 Population and Sample

The research population and sample consists of all industrial companies listed on
Palestine and.

Amman’s Stock Exchange. Data was collected over the period (2017-2022)
(Table 1).
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Table 1 Study population Name of the exchange Companies Percentage (%)
and sample

PEX 11 25

ASE 33 75

Total 44 100

6.2 Data Collection

The data primarily comes from the annual financial reports of industrial companies
and from the disclosures issued for the period (2017-2022) and published on the
websites. In addition to consulting academic publications on the topic, whether they
be from Palestine & Amman (Table 2).

6.3 Variables

6.3.1 Models:

Model 1: Economic sustainability = a0 + 1Al 4+ 82CS + B3FAGE + B4FSIZ + ¢.
a0: represent Intercept;
B1-6 represents regression coefficient; Al: Accounting Income; CS: Capital
Structure; FAGE: Firm Age; FSIZ: Firm Size; €; error term.

So the multiple regression equation are:

Tax (spending to the government) = a0 + 1Al 4+ B2CS + B3FAGE + B4FSIZ + ¢.

Line of production = a0 4+ 1Al + B2CS + B3FAGE + B4FSIZ + ¢.

Training courses = a0 + 1Al 4+ B2CS + B3FAGE + B4FSIZ + ¢.

Women’s existence = a0 + 1Al + B2CS + B3FAGE + B4FSIZ + ¢.

Capital structure has a crucial effect on the financial sustainability of companies.
To examine the link between capital structure and the financial sustainability of
the entities studied more extensively, a model encompassing seven distinct variables
was established for estimation. In the model, financial sustainability was the criterion
variable represented by return on equity (ROE) [37]. In contrast, the debt ratio (DR)
and the debt-to-equity ratio (DE) were the surrogates of capital structure. Because of
the consequences of omitted variable bias, the study controlled for firm size (SIZE)
firm Age (AGE). The model formulated to study the nexus within the series was
specified as follows:

Model 2: ROE = a0 + 1AI + B2CS + B3FAGE + B4FSIZ + ¢.

a0: represent Intercept; B1-6 represents regression coefficient; Al: Accounting
Income; CS: Capital Structure; FAGE: Firm Age; FSIZ: Firm Size; €; error term.



497

The Impact of a Company’s Accounting Income and Capital Structure ...

(panunuoo)

[¥€]
Kuedwoo ot

Jo uonesodiodur
Jo s1eaf jo
Ioquinu oy [¢¢]
auo Kioreue[dxe
ue se pasn A[arel
S1 I ‘9[qeLIBA
[01u0d © sk 0}
pa11aja1 A[[ensn

[z€] s1esse [e10}
Jo wype3o|

§8900NS 10J UOLJEPUNOJ
1oy se reqid [eoueuy

) 99s waty Jo Ayurolewr

qY) ‘ssauIsnq Ul urewal o) I9plo
ur jyoid & uIny JsnuI SassauIsng
JOUIS (,SUONEBIdUIT oInny

JO $5900nS 2y} SUIPNOUT ‘SS9INS
[eroueuy a1mnj 1oy syoadsoid

s31 9zrpredoof jou sa0p ss200NS
[eoueuy judsaid sI1jey) AINSUD
0} sQoueuy S)I SaFeuBU SSaUIsSng

[¢2] s1qeagord

9q pInoys ssauisnq
QU] pue S33INn0sal

Jo uoneoso[[e JuaroyJo
pue uonnquisip

[1¢] Lnpqeagoxd

s, Auedwod

) uo joedurn

ue 9ABY ABW 1By}
suonisiboe ssaursnq
pue sormpuadxd
rendes Aepdsip ueo 11
‘A[reuonippy ‘1oddns
pue ‘sjosse nmcoﬁfomo
s.ssaulsng ®©

sooueuy Jey) [ended 10

[0g] stopoy Limbo
Jo suonnqrnuod

QU YIIM PIJRIOOSSE
Jsoy) uey) JYIo
sjy3ur Kyredoad ur
9SBOIOUT UR UT S)[NSAT
JBY) S)OSSB Ul 9SBAIOUT
UE IO SMOY 2UWodul
JO w10J oY) ur 9[9Ad
ununoosoe oY) SurLmp
Sjyauaq OIUOU0ID

SI 9[qeLIBA I ], [eanieN e yomym Aq sseooxd oy s | 9rqeirnbs ue asodoid | ‘Asuowr Jo junowe Ay, Ul 9SBAIOUL Uy uonuyaJ
[onuo) [onuo) juopuado(g juopuado(q juopuadopug juopuadopuy | od4A) o[qeLIep
(HOVA) (Z1Sd)

Auedwoo Auedwoo Aiqeure)sns av)
ay} Jo a3y Yl Jo 971§ A[Iqeurelsns [erouBUL] orwouody | (§D) 2rmonys [eide) | swodul 3UNUNOOY | J[qeLIBA Y],

QIM)ONNS SI[QRLIBA T Qe



G. Daas and M. Mashaqi

0 = yuowkordwoun
‘1 = yuowkordwa
JO 90UQISTXd
‘Q0UQ)SIX
juswkordwyg
USWIOM o
paonpoxur sasInod
Sururen ou Ji
‘Kypiqerreae ayy 1oj
1 s9sinod Juturen
Jo Apiqerreae oy
:S9SIN0S JuTUTRI], »
saur[ uononpoid
JO Iaquunu oy}
[s€] Aq paseow
ST UOTJBOYTSIOAIP
ssaursnq
PJOS SOOIAIAS
pue sponpoid jo
Qouryiodwir aane[al
pue roquinu ) Aq
uaAI3 uononpoid jo
UOTJBOYISIOAIDP
TUONBOYISIAAL( o

[9¢] JUSWIUIAA0S QY) 0} [+¢] A&yba
uonerodioour | [gz] S1osse (810} paAed sooj pue xe} J0 1500 /1Q9p JO 150D SJuUAWIAIL)S
Qours | jo wpeso 00T # (Aymby  s1opjoyareys :XB) JUSWIUIOAOLD) o = aImonng [eroueuy oy
SIBAA JO ON [eanjeN 93BI0AY /QWIOOU] JAN)) | :SIOIBOIPUL OTWOUOIH [endey | urowoour paroday] | JUSWAINSLIN
(HOVA) (Z1Sd)
Auedwoo Auedwoo Ajiqeure)sns av)
ay} Jo a3y Yl Jo 971§ A[iqeurelsns [erourUL] orwouody | (§D) 2rmonys [eide) | swoodur 3UNUNOIDY | J[qeLIBA Y],

498

(ponunuod) g IqeL,



The Impact of a Company’s Accounting Income and Capital Structure ... 499

7 Results and Findings

7.1 Correlation and Multicollinearity Analysis, Palestinian
Firms

The correlation matrix indicates that any value in the matrix not exceeds 80% between
the independent, so there is no probability of multicollinearity effects signs between
the independent variables. The values mostly indicate that a positive correlation
between the accounting income and annual tax, training course, women’s existence,
and ROE. Whereas negative correlation with lines of production. The results also
indicate that a negative correlation between capital structure and annual tax, training
course, women’s existence. Whereas positive correlation with lines of production
and ROE (Table 3).

7.2 Correlation and Multicollinearity Analysis, Jordanian
Firms:

The correlation matrix indicates that any value in the matrix not exceeds 80% between
the independent, so there is no probability of multicollinearity effects signs between
the independent variables, also the result supports the regression results that all
VIF less than 5. The values mostly indicate that a positive correlation between
the accounting income and annual tax, women’s existence, production lines, and
ROE. The results also indicate that a negative correlation between capital struc-
ture and annual tax, line of production, and ROE. Whereas positive correlation with
women existence. Correlation of training courses was not performed as the variable
is constant (Table 4).

7.3 Economic Sustainability

The economic sustainability with its four measured components tested against the
impact of the accounting income and the capital structure.

¢ Government Spending (Tax and Fees): for the Palestinian firm’s net income and
the capital structure have a significant impact, positive for net income and negative
for the capital structure. 0.394 of coefficient of determination which means that
39.4% of the variation of the Government Spending (Tax & Fees) due to the
independent and control variables. For the Jordanian firm’s net income only with
a significant positive impact, positive for net income and negative for the capital
structure. 0.868 of coefficient of determination which means that 86.8% of the
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variation of the Government Spending (Tax & Fees) due to the independent and
control variables which is higher of the Palestinian firm’s model.

e Line of production: for the Palestinian the capital structure with negative signif-
icant impact. 0.149 of coefficient of determination which means that 14.9% of
the variation of the line of production due to the independent and control vari-
ables. For the Jordanian firms none of the independent variable have significant
positive or negative impact. 0.104 of coefficient of determination which means
that 10.4% of the variation of the line of production due to the independent and
control variables which is less of the Palestinian firm’s model

Training courses: for the Palestinian firms both of the net income and the capital
structure have a significant negative impact. 0.677 of coefficient of determination
which means that 67.7% of the variation of the training courses due to the independent
and control variables. For the Jordanian firms the model will not performed because
the variable (Training courses is constant).

Women existence: for the Palestinian firms both of the net income and the capital
structure have a significant negative impact. 0.677 of coefficient of determination
which means that 67.7% of the variation of the training courses due to the indepen-
dent and control variables. For the Jordanian both of the net income and the capital
structure have no significant impact. 0.218 of coefficient of determination which
means that 21.8% of the variation of the training courses due to the independent and
control variables which is less the Palestinian firms (Table 5).

7.4 Financial Sustainability

The financial sustainability measured by ROE tested against the impact of the
accounting income and the capital structure. For both the Palestinian and the Jorda-
nian firms, the net income has a positive significant impact on the financial sustain-
ability measured by ROE. This because that the net income of one of the determinant
of the ROE (Table 6).

8 Conclusions

For the Palestinian firms, the significant impact of the net income on the economic
sustainability elements was positive for government spending, and negative for
training courses and women existence, the high correlation between net income
and the tax amounts is the cause of the positive impact. Whereas the capital structure
has a significant negative impact on all the economic sustainability elements which
is due to the amount of debts to equity in the capital structure.
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Table 5 The impact on the economic sustainability
Coefficients—dependent variable: government spending (tax and fees)
Model Palestine Jordan
B Sig R VIF |B Sig R VIF
Coefficient square Coefficient square
1 (Constant) | — 0.011 | 0.394 29,297,543 | 0.000 | 0.868
1,340,547
Net 0.019 0.031 1.536 | 0.291 0.000 1.297
income
Capital — 334,873 |0.004 1.155 | 19,669 0.654 1.005
structure
Firm size | 98,045 0.006 1.980 | — 0.000 1.211
1,616,461
Age of — 593 0.813 1.554 | — 80,768 |0.001 1.085
company
Coefficients—dependent variable: line of production
Model Palestine Jordan
B Sig R VIF |B Sig R VIF
Coefficient square Coefficient square
1 (Constant) | 73.231 0.226 | 0.149 — 8.050 0.121 | 0.104
Net — 9.802E-7 | 0.338 1.536 | 8.506E-10 |0.916 1.297
income
Capital —37.892  |0.005 1.155 | —0.033 0.450 1.005
structure
Firm size | —2.237 0.577 1.980 | 0.935 0.002 1.211
Age of —0.181 0.534 1.554 | —0.099 0.000 1.085
company
Coefficients—dependent variable: training courses
Model Palestine Jordan
B Sig R VIF |B Sig R VIF
Coefficient square Coefficient square
1 (Constant) | — 2.774 0.000 |0.677 N/A as the variable is constant
Net — 1.995E-8 | 0.000 1.536
income
Capital —0.152 0.030 1.155
structure
Firmsize |0.231 0.000 1.980
Age of — 0.003 0.078 1.554
company

(continued)
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Table 5 (continued)
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Coefficients—dependent variable: government spending (tax and fees)

Coefficients—dependent variable: women existence

Model Palestine Jordan
B Sig R VIF |B Sig R VIF
Coefficient square Coefficient square
1 (Constant) | — 2.774 0.000 |0.677 —1.024 0.000 |0.218
Net — 1.995E-8 | 0.000 1.536 | — 0.211 1.297
income 5.373E-10
Capital —0.152 0.030 1.155 |0.000 0.859 1.005
structure
Firm size |0.231 0.000 1.980 |0.117 0.000 1.211
Age of — 0.003 0.078 1.554 | —0.003 0.012 1.085
company
Table 6 The impact on the financial sustainability
Coefficients—dependent variable: ROE
Model Palestine Jordan
B Sig R VIF |B Sig R VIF
Coefficient square Coefficient square
2 (Constant) | 0.917 0.000 |0.712 0.018 0.811 |0.162
Net 2.401E-8 |0.000 1.536 | 6.578E-10 |0.000 1.297
income
Capital 0.017 0.474 1.155 | 0.000 0.597 1.005
structure
Firm size | — 0.053 0.000 1.980 | 0.002 0.688 1.211
Age of 0.000 0.772 1.554 | 0.000 0.707 1.085
company

For the Jordanian firms, only positive significant impact of the net income on
the economic sustainability of the government spending, and negative for training
courses and women existence, the high correlation between net income and the tax
amounts is the cause of the positive impact. Whereas the capital structure has no
significant negative impact on all the economic sustainability elements which is due
to the amount of debts to equity in the capital structure.

So, in both cases the net income is the determinant of the economic sustainability
of the firms, highly correlated with the governmental tax amounts.

Accordingly, in both of the economic and financial sustainability be determined
by the impact of the net income as the profitable firms will pay a lot for tax, internal
development for its production lines, and develop its training courses to enhance its
employee’s skills for both men and women.
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9

Recommendations

Analyzing the relationship between economic expansion and sustainability.
Indices of consumption, unemployment, and gross domestic product can be used
for future research.

Assessing the cost of sustainability: The objective of this study may be to ascer-
tain the total cost of implementing sustainable practices in the economy or in
specific industries. Examples of the kinds of analyses that could be included in
the assessment include a cost analysis of switching to renewable energy sources, a
cost analysis of recycling and waste management, and an analysis of the projected
financial rewards from long-term sustainability.

Evaluating the financial returns from sustainable investments: Analyzing the
financial returns from sustainable investments in companies and projects. Two
instances of analysis include comparing the financial returns of sustainable invest-
ments with those of conventional investments and evaluating the performance of
sustainable businesses relative to non-sustainable firms.
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