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Abstract

Previous researches and results show that women-owned small firms have less debt than man-owned firms, and they have different per-
formance. The objective of this study is to know whether the difference of capital structure is a factor correlated with gender differences
resulting in different financial performance. This study utilizes sample data of all small and medium-sized businesses listed in Indonesia
Stock Exchange to determine the differences of capital structure and performance between companies with male and female CEOs. The
statistical test result using independent t-test shows that there is no difference in both of them. Regression result shows variables influ-
encing capital structure of small and medium-sized businesses in Indonesia are age of company, company size and company liquidity.
Meanwhile, for company performance, the statistical test result shows that it is only variables of age of company and leverage that have
significant effect. Therefore, small and medium-sized businesses should maintain their capital structure at low rates to have a good finan-
cial performance. Companies that are able to survive in a long term will also increase the company performance.
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1. Introduction

Topic about capital structure has been discussed since [7] who
proposed that debt is irrelevance. Other theory is proposed by [15],
that the cost of both tax and bankruptcy makes relevant. Infor-
mation asymmetry from [21] and [9] stated between managers
and investors is also related with capital structure. Likewise, based
on agency theory by [20] states the conflict between managers,
owners, and bondholders relates with the capital structure of the
company.
The women's business-owned ability to access financing has been
the subject of research and debate over the last 15 years, but the
gender gap in access to debt capital has been extensively studied
[4]. According to those relatively few studies have been published
in connection with the access of women owners to, and use, other
external financing forms including supplier financing and external
equity.
The number of small business in Indonesia in 2015 grew to 42.5
million from 36.5 million in 2013, but the loan proportion de-
clined as much as 26.2 % (Roy Morgan Research, July 2015,
downloaded on Des 28, 2015). The main problem often occurs is
the limited access to capital source for small companies compared
to larger companies. Difficulties over access to public debt and
stock market cause small companies tend to rely on banks as the
source of funding for their financial needs [19].

A number of studies about the comparison of capital struc-
ture between small companies and larger companies have been
conducted [20] & [15]. The result shows that small companies use

more debts, particularly short-term debts than larger companies.
On the other hand, speaking about gender differences, a study by
[19] found that women-owned firms had lower sales and profit
and employed fewer workers than men-owned firms. This study
also proves that the lower performance could be explained by the
low capital used to start business and their previous experiences.
Although this study is inconsistent, it appears that the study shows
that there is a relationship between financial capital and company
performance [3]. Companies with more capital source will have
more ability to survive, have higher growth level, and also show
high earnings and profit.

Quoted from a report on bisniskeuangan.kompas.com, on a global
scale, the number of female CEOs decreased to less than 3 percent
in 2015, the lowest percentage since 2011. There were only 10
female CEOs out of 359 CEOs chairing boards in 2015. The num-
ber of female CEOs is only 4.8% from Fortune 500 companies.
However, the low number of women in CEO boards does not only
happen in the United States. In Scandinavia, there are only 3% of
female CEOs from 145 largest companies of Scandinavia. There
are many studies have been conducted on gender roles in financial
risk areas. It is indicated that women are more risk averse than
men.

This study will analyze capital structure on small and medium-
sized businesses listed in Indonesia Stock Exchange differentiated
between companies with male and female CEOs. It is expected
that they have different decision making in the capital structure.
Decision in capital structure will impact the company performance.
Therefore, this study will also analyze the performance of compa-
nies in small and medium-sized listed. This study also wants to
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see the difference of capital structure and performance between
companies led by men and women.

This study is expected to provide contribution as follows: (1) Em-
pirical study on the different between capital structure and per-
formance between small and medium-sized businesses led by
women or men. (2) Science development particularly in financial
management studying capital structure and performance for small
and medium-sized businesses led by women or men.

2. Literature Review

The companies will choose a mix between debt and their own
capital that will maximize the company value and minimize the
average capital cost [7]. Since the interest cost is tax deductible,
debt is cheaper than the capital itself as the capital source. Small
or young companies probably tend to rely on internal sources that
comes from earnings or informal sources such as family or friends
as their capital. As the company grows, more capital will be re-
quired that the company needs external financial source. Pecking
order Theory by [21] states that companies will use internal fund-
ing sources in the form of retained profit before using external
funding sources.

Asymmetric information between borrowers and lenders will also
generate problems for small business [18]. The absence of suffient
information makes banks refuse the load proposed. As a result, it
is easier for small business to experience financial distress and
failure. According to [24], the failure rate is more than 50%.
Several studies have consistent results that women-owned firms
are smaller than men-owned firms [22]. There is a myth that
women do not want high corporate growth [5]. On the other hand
study by [6] in Sweden found that gender is not a significant de-
terminant for performance.

There are many studies conducted about the relationship between
capital and performance. In norway, [11] found that women-
owned firms significantly used lower capital than men-owned
firms. The study also found that women-owned firms had lower
level of sales and growth than men-owned firms. Study by [13] in
Portugal found that leverage is positively correlated with firm size,
asset composition, and firm growth and negatively correlated with
firm’s profitability. In Chinese, [8] collected data from more than
1000 Chinese listed companies up to the year 2000 and found that
leverage increases with firm size, non-debt tax shields and fixed
assets, and decreases with profitability. The studied by [23] found
a positive relationship between firm growth and debt. The studied
of [2] found that leverage is negatively correlated with collateral-
ized assets and firm’s profitability. Otherwise, [1] took a sample
of 166 Canadian firms listed found that financial leverage is posi-
tively affected by firm size and negatively affected by collateral-
ized assets, effective tax rate, firm performance, and firm growth.
While the study of ROA has been done by [8] showed that corpo-
rate performance is adversely affected by indebtedness and posi-
tively related with company size. In Malaysia, [17] and [18] in
Jordania, they also investigated the impact of capital structure on
firm performance.

3. Research Method

Small and medium-sized businesses in this study are comply with
criteria stated in Law Number 20, Chapter IV Article 6 Year 2008
stating that Small Business is small enterprise with annual sales
worth more than IDR 300,000,000 (three hundred million rupiah)
up to the most IDR 2,500,000,000 (two billion five hundred mil-
lion rupiah). On the other hand, the criteria for Medium Business
are as follows: has annual sale more than IDR 2,500,000,000 (two
billion five hundred million rupiah) up to a maximum of IDR
50,000,000,000 (five billion rupiah).

Population in this study is all companies listed in Indonesia Stock
Exchange. Samples were choses using purposive random sampling,

and the criteria are that the research variable data during 2012-
2014 should be available and comply with the criteria of small and
medium-sized businesses. As a result, 26 companies complied
with the criteria.
Differences between companies led by women and men are as-
sessed with t-test.  Meanwhile, regression analysis was used to
see the influence of independent variables towards capital struc-
ture and performance on small and medium-scaled business led by
men and women listed in Indonesia Stock Exchange.
Regression model used are:
LEV = a +b1AGE + b2SIZE + bs GROWTH+ bsCR + ¢
ROA = a +h1AGE + b2SIZE + bhsGROWTH +bsCR+ bsLEV
+e

LEV is measured by total debt to total asset. AGE is the age
of the company from since established until now. SIZE is
measured by log of Total asset. GROWTH is growth of sales. CR
is current asset/total asset. ROA is measured by EAT/Equity.

4. Result and discussion

To see the differences between capital structure and performance
between small and medium companies led by men and women,
independent t-test is utilized. Statistical tests (Table 1) showed that
the result of the probability of F Lavene test is simply the Lever-
age and ROA need to use Equal Variance not Assumed because
it has the probability of 0,19 and 0,23 which are bigger than 0.05.
These results indicate that there is a different of leverage between
small and medium companies whose CEOs are men and women.
However, this study found no evidence that any performance dif-
ference (measured by ROA) leverage between small and medium
companies whose CEOs are men and women. These indicates than
women who tend to avoid risk will be more careful in making
decisions. Leverage reflects how much total debt the company
has, the greater the leverage the greater the risk (to not pay) that
the company has. This is not in accordance with the statement that
high risk high return. Small and medium companies whose CEOs
are women in Indonesia have low debt but have relatively high
performance (although different test shows there is no ROA dif-
ference between them). This is because women tend to be more
careful in making business decisions so that on average the per-
formance of companies they lead have better financial perfor-
mance. The result of statistic descriptives (Table 2) shows that
small and medium companies led by women have smaller average
of leverage (0.1317 than 0.99150), but Small and medium compa-
nies led by women have better performance than small and medi-
um companies led by men (-1.6717 than -3.8049).

Table 1. Independent Samples Test

Levene's | t-test for Equality of Means
Test for
Equality
of Vari-
ances
F Si |t Df Sig. | Mean Std.Err
g (2- Differe | or
taile | nce Differe
d) nce
LEVER | Equal | 1. | 0. | - 76 0.35 | -0.860 | 0.918
AGE var. 73 | 19 | 09 2
as- 4
sume
d
Equal - 75. | 0.00 | -0.860 | 0.273
var. 31 | 99 2
not 5
as-
sume
d
ROA Equal [ 1. | 0. |01 | 76 0.85 | 2.133 11.714
var. 46 | 23 | 82 6
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as-
sume
d

Equal 05 | 68. | 0.56
var. 85 01 0
not
as-
sume
d

2.133 3.646

Source: Estimation results

The results of these studies are consistent with [8 in Sweden that
found that gender is not a significant determinant for performance
and [14] in his study in Norway found that women-owned firms
significantly used lower capital than men-owned firms. This study
also supports the myth that women do not want high corporate
growth [7] and that women enterpreneurs play it safe in financing
[16].

Table 2. Statistic Descriptives

Gender N Mean Std. Deviation | Std.
Error
Mean
Leverage 1 6 0.1317 | 0.1733 0.0707
0 72 | 0.9915 | 2.2352 0.2634
Roa 1 6 -1.6717 | 3.4672 1.4155
0 72 | -3.8049 | 28.5075 3.3596

Source: Estimation results

The descriptive statistic result shows that age, size, and current
ratio have smaller deviation standard than mean (Table 2). This
shows that data does not spread. Yet, that does not apply with
variables of sales growth, leverage and ROA that have bigger
deviation standard than mean. This shows that data relatively
spreads.

What is tested next is whether there is influence between variables
of age, size, growth and current ratio towards leverage. Table 3
shows the regression result after function complies with the re-
quirements of classic assumption, namely data is normal, free of
autocorrelation, free of multicollinearity and free of heteroscedaci-
ty. For small and medium-sized businesses in Indonesia, capital
structure is affected significantly by variables of the age of com-
pany, company size, and company liquidity. On the other hand,
growth variable measured by sales growth does not have an effect
on the capital structure of the company.

The age of company has significant influence towards capital
structure. The older the age of the company, the greater the lever-
age of the company is. The average age of small and medium-
sized businesses listed in Indonesia Stock Exchange is 5.42. The
older the age of the company means the more experienced the
company so it allows the company to seek external funds so that
the capital structure of the company is very high and the capital
structure is not conservative. The leverage average of small and
medium-sized businesses listed in Indonesia Stock Exchange is
0.9254.

Table 3. Statistical Results

LEV = a +bAGE + | ROA =a + b;AGE + b,SIZE
b,SIZE + bs + bs;GROWTH
GROWTH+ +b,CR+ bsLEV +
b,CR +e e
Sig. B Sig. B
Constanta 0.000 8.625 0.787 -6.242
Age 0.048 0.040 0.020 0.608
Size 0.000 -1.465 0.878 -0.605
Growth 0.201 -0.321 0.662 1.381
CR 0.04 -2.209 0.503 -6.127
Leverage 0.000 -8.309

Source: Estimation results

The greater size of the company, the smaller the leverage is. The
average size of small and medium-sized businesses listed in Indo-

nesia Stock Exchange is 5.42. Maximum value of 7.01 and mini-
mum value of 3.7 show that most companies are relatively medi-
um in size. The sales growth of companies does not affect signifi-
cantly towards the capital structure of small and medium-sized
businesses listed in Indonesia Stock Exchange. On average, the
growth rate of companies is 20%. However, most companies have
lower growth rate. The greater liquidity of the companies the
smaller capital structure of the companies. Liquidity shows the
ability of companies to pay the current liability. The average li-
quidity of small and medium-sized businesses listed in Indonesia
Stock Exchange is 34.38%. The lower the liquidity, the higher the
capital structure is, which is proven with the high leverage average
of the companies. This study is consistent with [1], [[13], [8] that
found that financial leverage is positively affected by firm size.
This study consistent wiyh [10] that found leverage is negatively
effect to ROA but not consitent with that showed that financial
accounting performance (ROA) is positively related with company
size. Study of [18] in Jordania and [8] also found the same result,
but [17] in Malaysia found there is no relation between capital
structure and firm performance.

Statistical test result towards dependent variables of company
performance in Table 3 shows that it is only the age of the compa-
ny as a variable that affect significantly. Meanwhile other varia-
bles, including company size, company growth and liquidity do
not have significant influence. ROA is an indicator of company
performance. The older the age of the company, the better perfor-
mance of the small and medium-sized businesses listed in Indone-
sia Stock Exchange. The older the age of the company shows that
the company has the ability to survive to keep operating by main-
taining a good performance. However, this study also indicates
that company size does not influence the company performance.
The company size does not become a factor that determines the
company performance. This is due to the fact that companies that
are relatively large or small could be inefficient that it does not
affect the performance.This also applies for the sales growth of
companies. Since the sales growth of the small and medium-sized
businesses listed in Indonesia Stock Exchange is relatively low, its
influence of company performance is not strong.

Although liquidity has a significant effect on capital structure of
companies, it does not pose a significant effect on company per-
formance. Performance is more influenced by factors directly
related to achievement of performance. On the other hand, liquidi-
ty shows more about how companies are able to pay the current
liability.

Leverage is a capital structure indicator of companies that shows
the significant effect towards the performance of the small and
medium-sized businesses listed in Indonesia Stock Exchange in
negative direction. It means the greater leverage the smaller the
performance. This is supported by the data showing the average
leverage of companies that is relatively high (0.9254), while the
average of ROA is -3.6408 that means most companies suffered
losses during the research period.

This study indicates that women who have the tendency to avoid
risk will be careful in making financial decisions so even though
not significant, the performance of women-owned firms is better
than those owned by men. It is also known that the small and me-
dium-sized businesses listed in Indonesia Stock Exchange do not
apply a conservative capital structure; on average these companies
have relatively large proportion of debt. They also have relatively
poor performance indicated by the average value of negative ROA.
The implication is that if companies want to have good perfor-
mance, they should maintain their capital structure in a relatively
low rate, and it means companies must be able to maintain that the
company size is not too big and strengthen liquidity. Because the
age of companies is proven well to companies’ leverage and per-
formance, then becoming companies that survive in the future is a
necessity.

On average, small and medium-sized businesses led by women
have better performance than those led by men. This indicates that
women who tend to avoid risk will be more careful in making
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decision so they have better performance. There is no difference in
capital structure and performance between small and medium-
sized businesses owned by men and women. The same applies
with ROA, there is no difference between small and medium-sized
businesses owned by men and women. There is no leverage dif-
ference between small and medium-sized businesses owned by
men and women. For small and medium-sized businesses in Indo-
nesia, the capital structure is influenced significantly by age of
company, company size and company liquidity variables. On the
other hand, growth variable measured by sales growth does not
affect the capital structure of companies. Based on statistical test
result towards dependent variables of company performance, it is
only the age of company as a variable that has significant effect.
As for other variables, including company size, company growth
and liquidity, do not have a significant effect.

Therefore, if a company wants to have good performance, it is
encouraged that the company should maintain its capital structure
in a relatively low rate, and it means that the company should
maintain its size not to be too large and strengthen its liquidity.
Because the age of company significantly affects leverage and
performance of the company, then becoming a company that
keeps surviving in the future becomes a necessity.

5. Conclusions

On average, small and medium-sized businesses led by women
have better performance than those led by men. This indicates that
women who tend to avoid risk will be more careful in making
decision so they have better performance. There is no difference in
capital structure and performance between small and medium-
sized businesses owned by men and women. The same applies
with ROA, there is no difference between small and medium-sized
businesses owned by men and women. There is no leverage dif-
ference between small and medium-sized businesses owned by
men and women. For small and medium-sized businesses in Indo-
nesia, the capital structure is influenced significantly by age of
company, company size and company liquidity variables. On the
other hand, growth variable measured by sales growth does not
affect the capital structure of companies. Based on statistical test
result towards dependent variables of company performance, it is
only the age of company as a variable that has significant effect.
As for other variables, including company size, company growth
and liquidity, do not have a significant effect.

Therefore, if a company wants to have good performance, it is
encouraged that the company should maintain its capital structure
in a relatively low rate, and it means that the company should
maintain its size not to be too large and strengthen its liquidity.
Because the age of company significantly affects leverage and
performance of the company, then becoming a company that
keeps surviving in the future becomes a necessity.
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