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ABSTRACT

Most of the previous studies with regard 1o the Financing choice of the firm i.e. Internal-
Extemal (and within external debt-Equity) Funding use standard single equation Probit
{Logit) model as i firms face a smele dichatomous decision to issie debl or caity. but
not both. In this sudy, we examine factors choice belween Internal-External and debi-
equity funding as well as the size of issuc using 2 two-stage Bivariate Probit-Tobil
Model. A ecritical examination of factors aftecting the choice of the form of financin i
supports seme clements of pecking order theory, reputation effect and some elements o
Irade-off theory. Also il is concluded that a Bivarate probit-tobit estimation is more

efficient than sinple couation models.
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