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Abstract

Corporate Capital Structure Choice: Does Managers’ Gender Matter
by Bogdana Grechaniuk
      KSE Program Director                                                                Tom Coupé
The issue of gender differences in the behavior during the work process becomes more and more relevant as more women enter the workforce worldwide. Special attention is paid to women in leadership positions and female risk-taking. The study investigates the effect of gender differences in risk-taking dealing with corporate investments and borrowings of the Ukrainian open joint-stock companies operating in 2002-2006. The results do not support the hypothesis that CEO’s gender negatively influences riskiness of firm’s capital proxied by debt-to-equity ratio. However, the share of female members in the executive board has a negative impact on the corporate capital structure. Return on firm’s assets, growth of firm’s assets, firm size, and liquidity are among the other significant determinants of the corporate debt-to-equity ratio.
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Glossary

CEO. Chief executive officer

Executive board (board of directors). One of the governing bodies that manages Ukrainian joint-stock companies and is empowered to make decisions concerning the current firm’s activity.
Chapter 1

Introduction
As more women enter the workforce worldwide (Erez 1993), more research is focused on the investigation of influence of gender-specific characteristics on the work process (Niessen and Ruenzi 2007, Sabarwal and Terrell 2008, Marshall 1995). Special attention has been paid to women in leadership positions. The majority of the studies present evidence about gender differences in leadership styles (Stelter 2002), the influence of gender on firm-specific indicators (Sabarwal and Terrell 2008), private investment and risk-taking (Jianakoplos and Bernasek 1998).

More specifically, men and women responsiveness to risk has become a widely discussed subject during the last decades. Numerous studies witness that women are more risk averse than men (Coleman 2003, Bajtelsmit and Bernasek 1996). However, the majority of these studies are focused on sociologic and psychological aspects of the issue. They use laboratory or gambling experiments to investigate gender differences in attitude to risk. Only a tiny part of them try to explore the empirical evidence of gender differences in risk-aversion for economic issues. However, if there exist gender differences in behavior under risk, these differences should become apparent not only in human private life, but also in business life. Thus, if a woman runs a company, her risk aversion can be reflected in the amount of firm’s investments and borrowings. Furthermore, if the share of females in management is high, the firm can be more likely to hold less risky capital.

The riskiness of the manager’s decisions could be reflected by the amount of capital borrowed. Obviously, borrowings are not always bad as they may increase the shareholders’ return on the investment and are often associated with tax advantages. However, highly levered companies may be at risk of financial distress as they may appear to be unable to pay their debt off as well as to find new lenders in the future. In such a way, a manager who borrows more is more likely to make company bankrupt and lose her job. In other words, the relationship between the manager’s gender (or the share of females in the management) and the corporate capital structure can reflect the consequences of gender differences in risk-taking in the professional life.

Obviously, except manager’s gender a lot of other factors influence the corporate capital structure, in particular firm specific (firm size, past profitability, industry class, effective tax rate, tangibility of assets, firm growth, etc.) and manager’s (education, ownership share, etc.) characteristics. In recent years the determinants of the corporate capital structure have been the subject of hot debates started by Modigliani and Miller (1958). Along the literature the corporate capital structure measured by leverage or debt-to-equity ratio appeared to depend on firm size, industry class, effective tax rate, and past profitability (Ferri and Jones 1979, Huang and Song 2006, Ozkan 2003, Allen and Mizuno 1989). However, the degree and even direction of the influence of these factors vary across different environments, in particular different institutional environments (Chen 2004, Deesomsak et al. 2004, Bancel and Mittoo 2004). To our best knowledge none of the above authors considered manager’s gender as a determinant of the corporate capital structure.

In this paper we investigate whether having female managers means that a company has a lower riskiness of the employed capital. Our main focus is the relationship between manager’s gender and firm’s debt-to-equity ratio. We also explore the influence of other factors such as firm size, past profitability, industry class, efficient tax rate, tangibility of assets, firm growth and manager’s ownership share on the corporate capital structure. 

As a proxy for the manager’s gender we use CEO’s gender. However, CEOs do not make all the decisions on their own as in most cases there are executive boards which make decisions during the executive board meetings (that is collectively). Consequently, we use the share of women in the board of directors as an additional variable to check whether female-headed companies hold less risky capital. 

More specifically, we focus our attention on the following question: conditional on the situation when woman is a CEO, is her behavior less risky than male CEO’s or not? As far as borrowed capital puts the company under the greater risk than owner’s capital, we are particularly interested in whether female managers tend to borrow less than male or not. Taking into consideration the point that women may be less likely to run a company than men because of their psychological, social and cultural peculiarities (Claes 1999), we cannot explore the difference between overall female and male risk aversions in the professional life. We can only investigate the behavior of those women we observe as CEOs. 
To estimate the relationship between a manager’s gender and the corporate capital structure we use financial firm-level data, information on the structure of executive boards and personal data on managers and members of executive boards. Such data has been obtained from the publicly available database on public joint-stock companies maintained by the State Commission on Securities and Stock Market
. The current study is based on the sample of Ukrainian joint-stock companies operating in 2002-2006. As to the methodology we employ three conventionally used models for the corporate capital structure research: pooled OLS, fixed and random effects models (Myroshnichenko 2004, Huang and Song 2006). 

We hypothesize that both manager’s gender and share of women in the executive boards negatively influence the corporate capital structure (debt-to-equity ratio) as being more risk-averse women are less likely to borrow. However, we also want to remark that a significant influence of CEO gender on the corporate capital structure may give additional insights for the corporate governance field. A manager’s gender is not a factor that should influence the amount of company’s borrowings and, thus, the riskiness of employed capital. First of all, this is because hiring the manager the owner of the company who is assumed not to be aware of the potential CEO’s risk-aversion expects that this manager will make his/her decisions based on some unbiased reasons (for instance, financial indicators of the company, new projects available, etc.) and not on his/her risk-aversion that is his/her fear to carry responsibility for increased riskiness of capital and increased probability to lose owner’s money and/or his/her job. It means that hiring the manager the owner deals with the adverse selection problem. The optimal owner’s decision is, however, conditional on the degree of his/her own risk aversion. If the owner is risk-neutral she will certainly be willing to hire a risk-neutral manager. However, when the owner is risk-averse, she is more likely to be willing to hire a risk-averse manager. Consequently, if we find significant relationship between gender and firm’s leverage we cannot say that hiring women is bad or good. Instead, we can make recommendations separately for risk-neutral and risk-averse owners.
The results show that the corporate capital structure in Ukraine does not depend on the CEO’s gender, however, does depend on the gender composition of corporate executive board. In addition, the return on assets, opportunity growth, firm size, and liquidity do determine the corporate debt-to-equity ratio in Ukrainian joint-stock companies. 
The remainder of the paper is organized as follows. Chapter 2 provides the review of the studies on the determinants of the corporate capital structure in different countries as well as on the gender differences concerning risk-taking. Chapter 3 presents the theoretical model used in the paper, and Chapter 4 describes the data. The results are provided in Chapter 5, while Chapter 6 concludes.
Chapter 2

Literature review

Taking into consideration that we actually investigate both the relationship between CEO’s gender and firm’s capital structure and the influence of other determinants on the debt-to-equity ratio we have to consider the background for research focusing on gender differences as well as for research focusing on the determinants of the corporate capital structure. That is why in section 2.1 we overview the capital structure theories, in section 2.2 the empirical literature defining the determinants of the corporate capital structure is considered while section 2.3 presents the studies on gender differences in risk-taking.

2.1 . Corporate capital structure theories

The determinants of the corporate capital structure have been widely discussed in the literature. The hot debates concerning the issue has been started by Modigliani and Miller (1958), who stated that if the market is complete, there are no arbitrage opportunities and frictions of any type (taxes, transaction and bankruptcy costs, and asymmetry of information), the corporate capital structure is irrelevant that means that it does not influence firm’s market value. 
However, the fulfillment of these “if” conditions is almost impossible in the real world. That is why, the possibility to relax some of the assumptions made by Modigliani and Miller (1958) and, in such a way, to approach a more realistic situation discovered a rich field for further research focused on the corporate capital structure. Nowadays there are number of theories addressing some of these imperfections. All of them are conditional and differ in the relative emphasis on the factors that affect the firm’s choice between internal and external financing (Myers 2003). However, the main are trade-off, pecking order and agency costs theories. First two are considered to be theoretically well-developed and well-understood, while the more substantial modeling of agency effects of financing can still make a significant development in understanding the importance of the corporate capital structure (Myers 2003).
2.1.1. Trade-off theory of the corporate capital structure

There are static and dynamic trade-off theories of the corporate capital structure. Static trade-off theory asserts that optimal debt-to-equity ratio is determined by the trade-off between costs and benefits of borrowings, with the firm’s assets and investment plan fixed (Chen and Hammes 2005). Interest tax shields are considered to be benefits of the borrowings while increased probability of bankruptcy or financial distress is borrowings’ costs. The costs of financial distress can be direct and/or indirect. Direct costs appear only when the company indeed goes through the bankruptcy procedure: legal and administrative costs, costs of shutting down operations and disposing of assets. Indirect costs occur mostly as agency costs associated with conflicts of interest between equity and debt investors: risk-shifting, underinvestment, etc. Thus, following the interests of shareholders managers may reject the profitable investment projects (projects with positive NPV) because the expected gains will belong to debtholders (Myers 1977). This is called underinvestment problem and is a result of the conflict of interests between equity and debt holders. The shareholders have also an incentive to force managers to undertake riskier projects as their losses are minimal if the project fails. This constitutes the assets substitution problem or problem of risk-shifting which also results from different interests of equity and debt investors. Other indirect costs are costs imposed by possible liquidation on firm’s customers, employees and suppliers (Myers 2003). Thus, according to the static trade-off theory of the corporate capital structure the firm management chooses the firm’s leverage comparing the interest tax shields and the probability of bankruptcy. And when there are no adjustment costs to new debt-to-equity ratio the chosen firm leverage is considered to be optimal that is such that maximizes firm’s value (Myers 1984). Consequently, the static trade-off theory implies that firms with higher intangible assets and growth opportunities as well as with lower profitability borrow less as they experience either higher probability of bankruptcy or chance of losing value of assets.

Dynamic trade-off theory of the corporate capital structure, to the contrary to static trade-off theory, let outside factors such as product demand, factors prices et cetera vary.

2.1.2. Pecking order capital structure theory

Pecking order theory of capital structure relaxes the assumption of Modigliani and Miller (1958) about no information asymmetry. It claims that outside investors are less informed about the firm’s value (either the current value of assets in place or of the growth opportunities) than the firm’s insiders. Thus, the firm’s equity can be incorrectly priced on the market. And when this equity is severely underpriced and a firm needs to finance a new investment, outside investors may invest more than the net present value of the project causing weakening of the existing investors’ power (Chen and Hammes 2005). Assuming that the managers act in the interests of the shareholders it is obvious that they will be more likely to refuse to issue undervalued equity. Thus, to decrease the probability of weakening of the existing investors’ power firms’ management prefers internal financing to external, safe debt to risky debt and convertibles, and use equity financing only as a financing of the last resort (Donaldson 1961, Myers 1984). In such a way, the pecking order capital structure theory establishes the hierarchy of sources of financing, which is schematically depicted on the figure 1.
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Figure 1. Hierarchy of the sources of financing according to the pecking order capital structure theory

Pecking order theory of the corporate capital structure does not define optimal firm’s capital structure comparing to the trade-off corporate capital structure theory.

2.1.3. Agency costs theory of the corporate capital structure

In contrast to trade-off and pecking order theories agency costs theory of the corporate capital structure relaxes an assumption that the interests of shareholders and managers completely align and managers act in the interests of shareholders. It assumes that there can be the case when managers seek private benefits such as perquisites, higher salary, job security, etc. instead of maximization of shareholder’s value. Consequently, the agency costs arise because of the separation of ownership and control over the company and different objectives considered by manager. As a solution, the interests of shareholders and managers can be aligned by different mechanisms of control and monitoring implemented by the shareholders or special design of the compensation packages for managers. However, the former method is costly and cannot be perfectly implemented in practice, while the latter faces two difficulties. First of all, no complete contract for the manager can be written as there can be hardly found a complete, verifiable measure of the manager’s performance. And secondly, the managers never bear all the costs that they impose on the shareholders (Mayers 2003). 

As we have already mentioned, the agency costs theory is considered to be not so well-developed, however, if it will be treated seriously, it can give additional insight for the understanding the importance of the corporate capital structure. The main advantage of this theory is the relaxation of the assumption made by both the trade-off and pecking order theories – the complete coincidence of the managers’ and shareholders’ interests.

2.2. Empirical evidence on the corporate capital structure determinants

The numerous empirical studies investigate the determinants of the corporate capital structure testing the theories mentioned above and find that there are indeed certain firm-specific factors that influence the firm debt-to-equity ratio. These are, for example, industry class, firm size, operating leverage, business risk, past profitability, non-debt tax shields, fixed assets, managerial shareholdings, firm’s growth opportunities etc. However, the degree and even the direction of the influence of these factors vary across different environments, in particular different institutional environments (Chen 2004, Deesomsak et al. 2004, Bancel and Mittoo 2004) supporting, in such a way, different theories of the corporate capital structure, but not only the one.
The predictions of the trade-off and pecking order theories of the corporate capital structure are tested by Shyam-Sunder and Myers (1999). The authors confirm the statistically significant support for both the trade-off and pecking order theories. However, they also conclude that the pecking order capital structure theory has higher statistical power comparing to the trade-off capital structure theory and, thus, can give better explanations of the financial decisions made by firms.

Ozkan (2003) and Huang and Song (2006) explore the composition of firms’ capital in UK and China, respectively. They reveal that growth opportunities, firm size, non-debt tax shield and past profitability do matter for the debt-to-equity ratio. In particular, Ozkan (2003) estimates partial adjustment model, finding that target leverage ratios do exists and firms adjust to these ratios relatively fast. The author asserts that current liquidity and profitability negatively influence firm’s debt ratio, while past profitability has positive impact on the firm borrowing decisions. Huang and Song (2006) estimate OLS model to define the corporate structure determinants for the Chinese-listed companies. They conclude that as in other countries firm size and fixed assets positively influence leverage in China, while profitability, non-debt tax shield, growth opportunities, managerial shareholdings have negative impact on the debt-to-equity ratio. State and institutional ownership does not statistically significantly influence leverage in China.

However, Ferri and Jones (1979), in contrast to Huang and Song (2006), conclude that the firm size do influence the corporate capital structure but not positively as it was hypothesized. Also due to the results of this study, operational leverage has a negative impact on the corporate debt ratio while the business risk is not a significant determinant of the corporate capital structure. 
The majority of the studies confirm that the composition of the firm’s capital varies with the industries to which the firm belongs (Ferri and Jones 1979, Allen and Mizuno 1989, Huang and Song 2006). Moreover, Bancel and Mittoo (2004) have surveyed managers in 16 European countries regarding the determinants of the corporate capital structure and concluded that the institutional environment and international operations also influence companies’ financing policies.

In Ukraine the determinants of the corporate capital structure are studied by Myroshnichenko (2004). Employing OLS, fixed and random effects models the author finds that profitability and tangibility of assets negatively influence leverage ratio of Ukrainian firms in the short run. Furthermore, the long-term leverage increases with the firm size and tangibility of assets.
However, Myroshnichenko (2004) include only four possible determinants of the corporate capital structure in the regression analysis: effective tax rate, firm size (estimated by the natural logarithm of firm’s sales), profitability, and tangibility of assets. The author also controls for industry effects. We develop the study of the corporate capital structure determinants for Ukrainian companies by investigating the firm’s growth opportunities, liquidity, firm’s size (estimated both as natural logarithm of firm’s assets and natural logarithm of firm’s sales) as the determinants of the corporate capital structure. We also look at the influence of the CEO gender and gender composition of the executive board as well as of the personal characteristics of CEO (shareholdings, age) on the firm’s financing policy.
2.3. Gender differences in risk-taking

Investigating the relationship between managers’ gender and riskiness of the capital the firm employs along with the determinants of the corporate capital structure discussed above we include our main independent variables – manager’s gender and share of female members in the executive board. We have already mentioned that there are numerous studies witnessing that women and men behave differently under risk; however, the majority of these studies uses laboratory and gambling experiments to explore the issue and is still focused on its sociologic and psychological aspects. For instance, using gambling experiments (more specifically, gambles with different expected returns and variances) Eckel and Grossman (2002) find that, on average, women are consistently more risk-averse than men. Besides, the authors also conclude that both men and women overestimate the risk aversion of others, especially that of women. 

Niederle and Vesterlund (2007) examine whether there is any gender difference in human self-selection into a competitive environment. They conclude that men more frequently select to operate in more competitive environment than women do. However, the authors remark that this difference exists not due to different risk aversion, but because men are more overconfident and there are gender differences in preferences for performance in a competitive environment. In other words, women try to escape from competition while men embrace it.

It is worth saying that such laboratory studies do not control for the wealth, education, marital status and other demographic factors that may, in fact, predetermine the difference in men and women behavior under risk. One more drawback of these studies is that their conclusions are difficult to compare as they differ in the form of the risk (structure of the game), potential payoffs and the degree of risk, nature of the decision required to make, transparency and cost of mistakes (Eckel and Grossman 2003).

An attempt to summarize and compare the findings of different studies on gender differences is made by Bajtelsmit and Bernasek (1996), whose survey is focused on gender differences in private investments and policy implications of these differences. The authors conclude that several recent studies have found that women invest their pensions more conservatively than men (Bajtelsmit and VanDerhei 1997, Hinz, McCarthy, and Turner 1996) and that women are more risk averse (Jianakoplos and Bernasek 1996). However, the reasons for observed gender differences are less well-defined. As an alternative the authors present a summary of explanations for gender differences that have been offered in economics, sociology, education and gender studies. They assert that observed gender differences in investing and risk-taking can be explained by different causes but all of them have their undertakings in discrimination and/or differences in individual preferences. Risk aversion can be influenced both directly and indirectly (through outcomes such as gender differences in wealth, income and employment). Bajtelsmit and Bernasek (1996) also continue the debates over biology versus socialization as a basis for gender differences in individual preferences. 

It is worth saying that only a tiny part of the studies focused on the differences between male and female risk-aversion tries to explore the influence of these differences on the human business activity. For instance, Coleman (2003) compares responsiveness to risk and willingness to hold financial assets by male- and female-headed households using the data from the 1998 Survey of Consumer Finances conducted by the Federal Reserve. The author finds that women express higher risk aversion according to self-reported data; almost 50 percent of women refuse to take any financial risks. However, when controlling for education and wealth there appeared to be no differences in the willingness to hold financial assets between women and men.

By contrast, Niessen and Ruenzi (2007) focus on the gender differences in professional activities of company managers in the U.S. mutual fund industry. They control for manager’s education and work experience and find out that female managers are more risk averse, they follow less extreme investment styles and trade less than male managers. Although there is no difference in average performance of these managers, female-headed mutual funds receive significantly lower inflows that may suggest that female managers might be stereotyped as less skilled. 

In our paper we investigate whether manager’s gender influences the corporate capital structure as a measure of riskiness of the firm’s. Considering the existing literature, we expect a negative influence of female managers on the firm’s leverage (debt-to-equity ratio). However, probably, it can be the case that indeed female managers are less likely to get a loan as banks can discriminate female-headed enterprises while making a decision about loan granting (Muravyev et al. 2008) This conclusion may affect our analysis as female-headed companies may employ less risky capital not because their managers are more risk averse and does not want to carry responsibility for the borrowings, but because they simply cannot receive these loans. It is worth saying that Muravyev et al. (2008) analyze very small companies (with several employees) for which their female managers are also the owners. In this case, manager’s gender is important for a bank giving a loan and appears to be significant factor for loan decision because too much in firm’s activity and performance depend exactly on the manager’s (and owner’s in this case) decisions. This has little in common with our story. We focus on the joint-stock companies (with 503 employees on average) for which managers are not always even shareholders. In this situation making decision on the loan bank does not pay such a great attention to the manager’s gender because it is not only the manager but also the board of directors and a lot of other employees who make decisions influencing company’s solvency and activity in general. That is why we presume that there cannot be the case when a joint-stock company cannot receive the loan because of its manager’s gender.
Our contribution to the literature on the gender differences in risk-taking consists in the exploring the influence of gender differences in risk-taking on the human business activity. The majority of the existent literature on the related issues did use the data for financial companies (Niessen and Ruenzi 2007, Fortin et al 1999). In our research the data for industrial corporations are used and not for the financial companies such as mutual funds, insurance companies and banks which are engaged in investments and trades on the stock markets on the regular basis. Because of this, the methods/sources of financing of the financial companies considerably differ from those used by industrial companies. The debt liabilities of the financial companies can also hardly be compared with debt issued by non-financial firms (Rajan and Zingales 1995). 
Chapter 3

methodology

The focus of this study is the link between CEO’s gender and share of females in the company management and the riskiness of the capital the firm employs.  We measure the riskiness of the employed capital with a debt-to-equity ratio that is the structure of the firm’s capital. We assert that borrowings raise the risk for both the shareholders and the managers. Shareholders’ risk consists of the risk of financial distress and of weakening of the existing shareholder’s power. According to the trade-off theory of the corporate capital structure the risk of financial distress means that borrowings increase the probability to be unable to pay the debt off. The risk of weakening the existing shareholder’s power relates mostly to the convertible debt when in the case of firm’s insolvency the debt can be converted into the shares of the firm’s stocks, in such a way, weakening the power of the existing shareholders. That is why according to the pecking order theory there exists the hierarchy of the sources of financing according to which managers prefer internal financing to the debt. What is with external financing concerned (debt is preferred to external financing according to this hierarchy and, thus, may be considered to be less risky for the shareholders), because of the underdevelopment of the Ukrainian stock market the firms very rarely issue stocks to finance their activity. Moreover, if they do issue, the shares are most probably distributed among already existing shareholders. Thus, both pecking order and trade-off theories assume that managers act in the interest of shareholders. And if they do so, borrowing more they put the shareholder’s ownership and power as well as their own work (shareholder’s are more likely to dismiss managers who do not care of the shareholder’s value) under the risk. According to the agency theory of the corporate capital structure managers pursue their own interests (perquisites, higher salary, job security) that do not align with the shareholders’ interests (firm’s market value). In this case, by borrowing more managers again risk to lose their jobs or at least to earn lower salary if the firm becomes insolvent. They also put the possible amount of perquisites under risk as borrowings oblige the managers to pay the principal and an interest on the debt decreasing in such a way the amount of possible perquisites.
In the research the corporate capital structure is estimated by the debt-to-equity ratio. It is worth saying that equity is considered to be poorly measured in Ukraine. In the data we use, there are 107 firms having negative equity due to the information of their balance sheets. This is because the accumulated dead losses of past years are included in the amount of equity according to Ukrainian accounting rules. Thus, we can obtain negative value of debt-to-equity ratio (positive debt to negative equity) what is rather uncommon. To avoid this confusion we have subtracted the amount of accumulated dead losses for previous periods from the equity and received only the amount of statute and reserve capital added with additionally invested capital. Using this adjusted equity we calculate our debt-to-equity ratio.
The set of independent variables includes CEO’s gender, share of females in the executive board, firm growth, performance, liquidity, tangibility of firm’s assets, effective tax rate, firm size, industry class and manager’s shareholdings. Thus, the following model specification is estimated:
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where Structure – the corporate capital structure (debt-to-equity ratio), Gender – gender of firm’s CEO, Female share – share of women in the executive board, Firm-specific – vector of firm-specific characteristics (firm growth, performance, liquidity, tangibility of firm’s assets, effective tax rate, firm size, industry class), Manager’s characteristics – vector of manager’s characteristics (manager’s shareholdings), i – indicates a firm, t – corresponds to the period.

More specifically, the set of independent variables consists of:

· gender (dummy variable which equals unity if CEO is female and zero otherwise). We expect CEO’s gender negatively influence the firm’s debt-to-equity ratio as women are assumed to be more risk averse and use financing through the debt less. It is worth saying that we have financial data as of the end of the financial year (December, 31) that is why if the CEO was changed during the financial year it may be confusing which exactly CEO (and of what gender) is responsible for the capital structure observed at the end of the year. To avoid the confusion in this respect we have additionally collected the data on the exact dates of CEO’s dismissals using the web-resources of the State Commission on Securities and Stock Markets. Thus, depending on the dates of dismissal we determine which CEO’s gender to include in the analysis. If the manager was dismissed before July we take the characteristics of the manager who was in office as of the end of the year. Otherwise, we include the characteristics of managers who were at the post as of the beginning of the year;

·  female share (average share of women in the board of directors as of the beginning and end of the financial year). Analogously, we predict negative relationship between female share and debt-to-equity ratio because of higher female risk-aversion. We take average share of women in the executive boards as of the beginning and end of the year. We do not look for actual dates of the change of the executive board in this case as it proposes to check all the periods for all the firms. Taking into consideration the fact that this work is to be done manually by checking the actual dates at the State Commission’s website we consider it to be too much time-consuming (the composition of executive boards are changed every year while CEO is changed once in several years) and probably of little relevance as average share of women in the executive boards takes into account decisions made by both executive boards that functioned during the financial year. The variable is generated using the first, last and patronymic names of the members of the executive board. It may seem that the variables for CEO gender and share of women in the executive board should be highly correlated as the CEO is always the chief of executive board contributing to the total “board’s gender”. There can also be the case when female CEOs are more likely to hire female members to the executive board. However, the correlation between these two variables are 0.515 and is not considered as an strong signal for the multicollinearity problem (see appendix 1);

· past profitability (profit before taxation normalized by total assets). There are different predictions about the direction of the influence of the corporate performance on the firm’s debt-to-equity ratio depending on the theory that explains the composition of firm’s capital (trade-off, pecking order theories). However, the empirical studies find mainly positive relationship between past performance and debt-to-equity ratio (Ozkan 2003, Huang and Song 2006, Allen and Mizuno 1989) in such a way supporting trade-off theory of the corporate capital structure;
· growth opportunities (growth of assets). The variable is expected to influence the debt-to-equity ratio negatively as if the firms grows in terms of assets it is more likely to have strong investment opportunities and in this case the borrowings induce higher expected bankruptcy costs (Myers 1984). Higher expected bankruptcy costs induce lower borrowings and, thus, lower debt-to-equity ratio;
· firm size (estimated by both natural logarithm of total assets and natural logarithm of firm’s sales). The majority of the studies reveals that firm size positively influence the debt-to-equity ratio (Ozkan 2003, Allen and Mizuno 1989, Huang and Song 2006). The explanation for such a relationship can lie in a proposition that bigger firms can borrow at more favourable interest rate (Ferri and Jones 1979). However, Ferri and Jones (1979) have concluded that firm size does not positively influence the corporate capital structure as the authors have been hypothesized. Chung (1993) suggests that bigger firms experience lower agency costs from the underinvestment and assets substitution, while Rajan and Zingales (1995) assert that larger firms have lower agency costs because they are more transparent. Along with the literature on the determinants of the corporate capital structure the variable for the firm size is determined either as the natural logarithm of firm’s total assets (Ferri and Jones 1979) or as the natural logarithm of firm’s sales (Ozkan 2003, Huang and Song 2006, Ferri and Jones 1979);
· tangibility of assets (firm’s fixed assets and stocks to total assets). Trade-off theory of the corporate capital structure predicts that firms with higher tangibility of assets borrow more as intangible assets are vulnerable in financial distress (Mayers 2003). However, the empirical evidence is contradictory. For example, Booth et.al. (2001) reveal that higher tangibility of assets positively influences long-term-debt-to-equity ratio, but negatively influence total-debt-to-equity ratio. Myroshnichenko (2004) establishes negative relationship between tangibility of assets (fixed to total assets) and short-term corporate capital structure for Ukrainian firms. The author explains the evidence by the fact that higher ratio of fixed to total assets means lower share of current assets that are considered the most liquid assets and can be easily used for loan collateral. Thus, lower current assets mean lower debt and, consequently, lower debt-to-equity ratio;
· effective tax rate (
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) that is the share of the profit before taxation paid to the tax authorities. We expect positive relationship between this variable and debt-to-equity ratio, as higher profit tax rate stipulates companies borrow more and in such a way increases the benefits of borrowings – debt tax shield. The positive relationship between effective tax rate and the corporate debt-to-equity ratio is revealed by Huang and Song (2006).
· liquidity (current assets to current liabilities). The relationship between the liquidity and the debt-to-equity ratio can be either positive or negative (Ozkan 2003). Positive relationship can be explained by the intuition that firms with higher liquidity are able to have higher debt-to-equity ratio as they are able to meet short-term obligations. However, firms with higher liquidity may also use these liquid assets to finance their activity by themselves and not to employ debt financing. This will exert negative relationship between the liquidity and the debt-to-equity ratio. Ozkan (2003) reveal the negative statistically significance relationship between the liquidity and the corporate capital structure in the United Kingdom.
· managers’ ownership share (share of stocks owned by the CEO). This variable is expected to influence the corporate capital structure negatively as a manager who owns considerable share of the firm’s stock is to be less willing to take out loans and put his own capital under greater risk. The period when this variable is included into analysis also depends on the date when the manager was dismissed (as in the case with CEO gender). Huang and Song (2006) reveal negative statistically significant influence of manager’s shareholdings on the corporate capital structure for Chinese-listed companies;
· industry and region dummies. We control for industry and region effects on the corporate capital structure. We do not specify any direction of the influence as it will depend on particular industry/region. The effect of the industry is to depend on the peculiarities of the production cycle in the every specific industry.
We employ three conventionally used models for the corporate capital structure researches: pooled OLS, fixed and random effects models (Myroshnichenko 2004, Huang and Song 2006). In supplementing pooled OLS with fixed effects model we want to test whether the assumption of the homogeneity among firms holds and, thus, to reveal net effect of independent variables on the corporate capital structure (with eliminated influence of firm-specific time-invariant characteristics). Using random effects models we test the assumption of random distribution of individual firm characteristics in our data sample. 
It is worth saying that some authors address the issue of endogeneity while exploring the determinants of the corporate capital structure (Ozkan 2003). They assert that debt-to-equity ratio may also influence such factors as firm’s profitability, liquidity or/and size. Thus, they employ IV methodology using these variables with two lags as the instruments. We eliminate the possible problem of endogeneity introducing all the firm-specific independent variables with one lag. It also may be more reasonable to include these variables with a lag as the management makes the decision about the corporate capital structure having the financial indicators of the previous year and it do need time to adjust the corporate capital structure to the firm-specific indicators as of the end of the previous year.

As far as women select to operate in more competitive environment less frequently than men do (Niederle and Vesterlund 2007) there can also be the case when women select to operate in the less risky environment more frequently than men do. For example, women select to operate in some specific industries where the riskiness of capital is not so high on average. We consider industries as an indicator for women because different production cycles may demand different debt-to-equity ratios which may serve as an indicator for women. This case may impose endogeneity problem for our model. That is why we look at the average debt-to-equity ratios and average shares of female CEO across different industries and scatter the means on the figure 2. 

As can be seen there is no certain tendency in the relationship between the debt-to-equity ratio and share of female CEOs across industries (the same is observed when using shares of females in the executive boards instead of shares of female CEOs). There are two obvious outliers. These are: 

Figure 2. Average debt-to-equity ratios and shares of female CEO across industries 
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Note: 1 – Mining industry, 2 – Food industry, 3 – Textile industry, 4 – Wood Processing industry, 5 – Chemical and oil chemicals industry, 6 – Construction materials industry, 7 – Metallurgy industry, 8 – Electronic Tools industry, 9 – Machinery industry, 10 – Processing industry, 11 – Energy industry, 12 – Construction industry, 13 – Retail and Wholesale trade industry, 14 – Transport industry industry.
3 – Textile industry with the highest share of female CEOs (35.4%) (may be explained by the peculiarities of the production that are mainly femaleproduction) and near average debt-to-equity ratio (0.9957);

11 – Energy industry with the highest debt-to-equity ratio (2.0076) and share of female CEO which is a bit lower than average in the sample (4.8% in the industry comparing to 8.73% in the overall sample).

Thus, we can conclude that endogeneity is not an issue that should be considered in our regression analysis.
Chapter 4

data description

To estimate the relationship between the CEO’s gender and the corporate capital structure we use firm-level financial data, information on the structure of executive boards as well as personal data on CEOs and members of executive boards. The data are obtained from the publicly available database on public joint-stock companies which is maintained by the State Commission on Securities and Stock Market. Our study is based on the sample of joint-stock companies that operated in Ukraine in 2002-2006. Unfortunately, we should exclude closed joint-stock companies from the research as they do not report sufficient information about their CEOs and executive boards. We also exclude financial companies from the sample (banks, insurance companies, mutual funds, etc.), because their methods/sources of financing considerably differ from those used by industrial companies. Moreover, the debt liabilities of the financial companies can also be hardly compared with debt issued by non-financial firms (Rajan and Zingales 1995).

The unbalanced panel data on public joint-stock companies include annual balance sheets, financial statements of the companies, information about chief executives and members of executive boards
. In detail, we know CEO names, gender, age, experience and ownership share, composition of boards of directors and ownership share of its members. Additionally, we have collected data on the exact dates of CEO dismissal to identify the manager responsible for the corporate capital structure as of the end of the financial year.
The descriptive statistics for the variables that are used in the regression analysis are presented in the table 1. 
Table 1. Descriptive statistics for variables used in the regression analysis for Ukrainian joint-stock companies operated in 2002-2006
	Variable
	Obs
	Mean
	Std. Dev.

	DEBT_EQUITY
	2782
	1.1089
	1.8362

	FEMALE
	2782
	0.0873
	0.2824

	BOARD_FEM
	2782
	0.3049
	0.2484

	ROA
	2782
	-0.0016
	0.1122

	GROWTH
	2782
	-0.0129
	0.2740

	SIZE_A
	2782
	8.8795
	1.6414

	SIZE_S
	2759
	8.6882    
	1.9586  

	TAX
	2783
	0.1475
	0.2799

	LIQUIDITY
	2781
	3.2263
	4.5153

	TANGIBILITY
	2782
	0.6871
	0.2120

	SHARE
	2782
	12.5540
	19.9696

	AGE
	2638    
	51.2669    
	9.0865

	EXPER
	2638    
	19.0284
	10.0889


Note: DEBT_EQUITY, ROA, GROWTH, SIZE_A, SIZE_S, TAX, LIQUIDITY, and TANGIBILITY are reported in the 2006 constant prices.

In the table 1 the firm-specific indicators such as debt-to-equity ratio (DEBT_EQUITY), profitability (ROA), growth opportunities (GROWTH), firm size by assets (SIZE_A), firm size by sales (SIZE_S), effective tax rate (TAX), liquidity (LIQUIDITY), and tangibility of assets (TANGIBILITY) are presented in 2006 constant prices. 
Obviously, Ukrainian joint-stock companies are on average equally financed by debt and equity: the average debt-to equity in the sample is 1.1089. On average Ukrainian joint-stock companies are not profitable, their assets decrease by 1.3% annually, firms’ current liabilities are more than three times covered by current assets, and 68.7% of Ukrainian firms’ assets are tangible. What is interesting almost 15% of the profit before taxation firms pay out to tax authorities.

Almost nine percent of Ukrainian CEOs are female (FEMALE) and each CEO on average owns 12.6% of corporate shares (SHARE). Female also compose about 30% of executive boards in Ukrainian joint-stock companies (BOARD_FEM). It is worth noting that BOARD_FEM was generated using the data for board members’ first, last and patronymic names. The important thing is that Ukrainians do not have common male and female first and patronymic names (they are usually distinguished at least by the gender-specific endings). Thus, there were no confusion about gender while determining it from board members’ first, last and patronymic names. In addition, Ukrainian CEOs are on average 51 years old (AGE) and have 19 years of working experience (EXPER).

The descriptive statistics by female- and male-headed firms are represented in the table 2 (in terms of CEOs). Thus, firms with female CEOs are on average less liquid, their assets decrease faster than those of the firms with male CEO. The companies with female CEOs pay more taxes. The latter finding can witness about poorer tax management of the firms with female CEOs. Female CEO own also fewer corporate shares than male CEOs do (7.9% owned by female CEOs comparing to 13% owned by male CEOs), however, this difference is not statistically significant.

Table 2 also shows that firms with female CEO are more levered that is have higher riskiness of capital comparing to firms headed by male CEOs (in contradiction with our expectations). While the debt is almost equal to the equity for firms with male CEO, for firms headed by female CEO it 1.5 times higher than equity. But still this difference is not statistically significant.
Table 2. Descriptive statistics for variables used in the regression for Ukrainian joint-stock companies by female- and male-headed firms
	Variable
	Firms with female CEO

243 observations
	Firms with male CEO

2539 observations
	t

	
	Mean
	Std.Dev.
	Mean
	Std.Dev.
	

	DEBT_EQUITY
	1.466
	2.299
	1.075
	1.782
	3.181

	BOARD_FEM
	0.716
	0.223
	0.266
	0.213
	31.410

	ROA
	-0.019
	0.114
	0.000
	0.112
	-2.590

	GROWTH
	-0.045
	0.235
	-0.010
	0.277
	-1.931**

	SIZE_A
	8.525
	1.485
	8.913
	1.652
	-3.533

	SIZE_S
	8.267
	1.960
	8.728
	1.954
	-3.490

	TAX
	0.155
	0.271
	0.147
	0.281
	0.460***

	LIQUIDITY
	3.029
	5.143
	3.245
	4.4551
	-0.714***

	TANGIBILITY
	0.723
	0.201
	0.684
	0.213
	2.800

	SHARE
	7.943
	15.549
	12.995
	20.290
	-3.777

	AGE
	50.180
	8.197
	51.370
	9.161
	1.8909

	EXPER
	15.939
	10.195  
	19.321  
	10.032
	4.8589


Note: DEBT_EQUITY, ROA, GROWTH, SIZE_A, SIZE_S, TAX, LIQUIDITY, and TANGIBILITY are reported in the 2006 constant prices. The last column provides a test for the equality of means in two groups of firms. *, **, *** correspond to 10, 5, and 1% level of significance, respectively.
What is interesting, companies with female CEOs have 72% of females in the executive boards while firms with male CEOs have only 27% of female members in the executive board. It may witness either about predisposition of CEOs to the executive board members of the same gender (CEOs influence the composition of the executive board as it is easier for them to work with the members of the same gender) or some industries may use majority labor force of one gender and, consequently, it is more likely that CEO’s gender and gender composition of executive board coincide. For instance, textile industry use mainly female labor force, that is why, it is more likely that textile companies have female CEO and mainly female executive boards. But again it is worth noting that this difference in the mean statistics is not statistically significant.
Chapter 5

empirical results

To estimate the relationship between the corporate capital structure and the CEO’s gender we use unbalanced panel data and employ three models – pooled OLS, fixed and random effects. The dependent variable in all three models is the corporate capital structure measured by the debt-to-equity ratio. 
In addition to the main regressors, which proxy CEO’s gender and gender composition of executive boards, our econometric models include several other characteristics of firms and of their managers. Financial constraints facing the firms are approximated with liquidity (LIQUIDITY), which is the ratio of current assets to current liabilities. Firm size is proxied by either the natural logarithm of assets (SIZE_A) or the natural logarithm of sale (SIZE_S). We also include growth opportunities (GROWTH) that are growth of assets, profitability (ROA) measured by the return on assets, tangibility of assets (TANGIBILITY) measured as fixed assets and stocks to total assets and effective tax rate (TAX) as additional determinants of the corporate capital structure. The regressions also include variable SHARE, which is the share of the corporate stocks owned by CEO. In all the models we use lagged values of firm-specific indicators (ROA, GROWTH, SIZE_A, SIZE_S, LIQUIDITY, TANGIBILITY and TAX) as we assume that firms do not immediately react in response to the changes in independent variables. We also control for year, region and industry effects in the OLS and random effects models.
The regression results are reported in Table 3. In the specifications (1), (2), and (3) there reported OLS, fixed effects (FE), and random effects (RE) models, respectively, in which the firm size (SIZE_A) is measured by natural logarithm of assets. In the specifications (4), (5), and (6) there are again OLS, FE, and RE models, respectively, but with the firm size (SIZE_S) measured by natural logarithm of firm’s sales. 

Table 3. Regression results for pooled OLS, fixed and random effects models 

	Dependent variable: debt-to-equity ratio

	
	SIZE_ASSETS
	SIZE_SALES

	
	OLS
	FE
	RE
	OLS
	FE
	RE

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	ROA
	-2.529***
	-0.644***
	-1.107***
	-2.815***
	-0.725***
	-1.286***

	
	(0.410)
	(0.242)
	(0.225)
	(0.420)
	(0.247)
	(0.229)

	GROWTH
	1.482***
	0.211**
	0.399***
	1.447***
	0.302***
	0.471***

	
	(0.220)
	(0.101)
	(0.085)
	(0.215)
	(0.087)
	(0.083)

	SIZE_A
	0.095***
	0.169*
	0.160***
	
	
	

	
	(0.036)
	(0.098)
	(0.033)
	
	
	

	SIZE_S
	
	
	
	0.126***
	0.077*
	0.138***

	
	
	
	
	(0.026)
	(0.044)
	(0.024)

	LIQUIDITY
	-0.070***
	-0.020**
	-0.042***
	-0.064***
	-0.019**
	-0.039***

	
	(0.006)
	(0.008)
	(0.007)
	(0.007)
	(0.008)
	(0.007)

	TAX
	-0.002
	0.119
	0.069
	-0.096
	0.113
	0.040

	
	(0.109)
	(0.080)
	(0.076)
	(0.106)
	(0.080)
	(0.076)

	TANGIBILITY
	-2.390***
	-0.283
	-1.161***
	-2.359***
	-0.302
	-1.212***

	
	(0.314)
	(0.224)
	(0.169)
	(0.320)
	(0.225)
	(0.168)

	BOARD_FEM
	0.127
	-0.373*
	-0.042
	0.136
	-0.359*
	-0.056

	
	(0.212)
	(0.217)
	(0.158)
	(0.209)
	(0.218)
	(0.158)

	FEMALE
	0.210
	-0.215
	0.035
	0.215
	-0.247
	0.025

	
	(0.203)
	(0.188)
	(0.136)
	(0.203)
	(0.192)
	(0.137)

	SHARE
	-0.002
	0.003
	-0.001
	-0.002
	0.003
	-0.002

	
	(0.002)
	(0.003)
	(0.002)
	(0.002)
	(0.003)
	(0.002)

	Number of observations
	2782
	2782
	2782
	2772
	2772
	2772

	R2
	0.2691
	0.0779                                        
	0.2267                                        
	0.2752
	0.1028                                        
	0.2380                                        


Note: Cluster-robust standard errors are in brackets. The constant is included but not reported. The region, year and industry dummies are included in the OLS and RE regressions but not reported. *, **, *** correspond to 10, 5, and 1% level of significance, respectively. For random and fixed effects models overall R2 is reported.
It is obvious that coefficients for our main independent variable, CEO gender, are not statistically significant across the models. Thus, the CEO gender does not influence the riskiness of the firm’s capital. This may be because the women that are CEO are not typical (average) women. It could be that the women who become CEO overcome their risk-aversion during the carrier development and are guided by more unbiased reasons choosing between internal and external financing (firm-specific indicators, the resources availability, etc.). The coefficient for the share of women in the executive board is negative and statistically significant in FE model. Thus, if female share in the executive board increases by one standard deviation the debt-to-equity ratio decreases by 0.08 according to both (2) and (5) specifications. This supports our assumption that female managers are more risk-averse and try to borrow less on behalf of the company. As far as the decision about the amount of borrowings is usually made collectively during the executive board meeting, it is reasonable that the share of females in the executive board influences the debt-to-equity ratio and the gender of CEO does not.

Regarding the other determinants of the corporate capital structure, it is obvious that a firm’s profitability is negatively and statistically significantly related to the corporate capital structure in all three models. This evidence supports pecking order capital structure theory and is also consistent with the finding of Myroshnichenko (2004). The possible explanation for such a relationship is that firms with the higher profitability may use their net profit to finance their activity by themselves and not to employ debt financing. This means that they prefer internal funds to debt financing. The coefficients for firm’s profitability are the greatest by their magnitudes. Thus, if the ROA increases by one standard deviation, the firm’s debt-to-equity ratio decreases by 0.16 according to (2) specification, and 0.18 according to (5) specification. 
Firm size is positively and statistically significantly related to the corporate capital structure despite its measure according to all the models as was also found in other studies (Ozkan 2003, Allen and Mizuno 1989, Huang and Song 2006). Growth of firm’s assets also positively and statistically significantly influences the debt-to-equity ratio. It is worth noting that the signs of the coefficients for the growth opportunities contradict our expectations. The possible explanation is that the firms can treat growth of assets, that is firm’s growth opportunities, not as higher expected probability of bankruptcy, but as higher opportunities to undertake a loan (to secure it by the collateral) and to return it later (more fund to work with and to earn higher interest than that on the loan). This also can explain the positive relationship between the firm size and the corporate capital structure.
 In addition, liquidity has a negative impact on the debt-to-equity ratio. It may mean that firms with higher liquidity use their liquid assets to finance their activity by themselves and employ debt financing less. What is interesting tangibility of assets negatively influence the debt-to-equity ratio according to OLS and RE model, but have no statistically significant impact according to FE model (though of the same sign). CEO shareholdings also do not have statistically significant influence on the corporate capital structure.

Choosing among the models we have performed F-test (FE vs. OLS), Breusch and Pagan LM test for random effects (RE vs. OLS) and Hausman test (FE vs. RE). Thus, F-test rejects OLS methodology, Breusch and Pagan LM test for random effects advises random effect comparing to OLS while Hausman test witnesses in the favour of fixed effects models. There test results are consistent over different specifications (specifications (1)-(3) and specifications (4)-(5)). Thus, we consider the results of fixed effects models to be the most reliable. Taking into consideration the fact that the test for serial correlation in the idiosyncratic errors in the OLS is positive we have corrected the correlation by using fixed- and random-effects linear models with an AR(1) disturbance, the results follow the pattern of the main models reported in the table 3 (OLS, FE, and RE). Hausman test also prefers fixed effects model when comparing FE_AR and RE_AR. The results of these estimations are not presented but are available upon request.
What is with multicollinearity concerned the correlation coefficients for all the variables used in the regression analysis are presented in appendix 1 and do not indicate the multicollinearity problem.

Gender differences in corporate financing policies in terms of CEO may depend on the fact whose money the CEO is in charge of. Thus, CEO is more likely to borrow more when she does not put her own money under the risk (does not have corporate shareholdings). Considering the issue we include interaction terms of CEO’s gender with her corporate shareholdings. However, the coefficients for these interaction terms are not statistically significant, while all the other results are consistent with those of the previous models reported in the table 3. Consequently, we do not put these results in the paper but they are available upon request.

Some researches witness that the gender differences in the willingness to hold financial assets differ when controlling for personal characteristics of men and women such as education, wealth, age, experience (Coleman 2003). Following this idea we have included CEO’s age and working experience into our main specifications to control for personal characteristics of the CEOs. The results are reported in the table 4. 

It is obvious that almost all the results are in line with the results of the main regressions presented in the table 3. In addition, tangibility of assets is appeared negatively and statistically significantly influences the firm’s debt-to-equity ratio when controlling for CEO’s age and experience according to all the models. This finding is consistent with the finding of Myroshnichenko (2004), however, contradicts the trade-off theory of the corporate capital structure and our expectations.  Such relationship may be explained by the fact that the higher firm’s fixed assets, the lower are current liabilities which are the most liquid assets and can serve as loan collateral. Thus, if the there is less assets for collateral, it is more likely that the firm will employ debt financing less (Myroshnichenko 2004). 
What is with the variable for CEO’s age concerned it is negatively and statistically significantly related to the corporate capital structure according to the FE and RE models. This means that the older CEOs are, the more conservative they become, and, consequently, the less they borrow. 

Table 4. Regression results for pooled OLS, fixed and random effects models with CEO’s age and working experience
	Dependent variable: debt-to-equity ratio

	
	SIZE_ASSETS
	SIZE_SALES

	
	OLS
	FE
	RE
	OLS
	FE
	RE

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	ROA
	-2.691***
	-0.721***
	-1.170***
	-3.009***
	-0.777***
	-1.339***

	
	(0.419)
	(0.237)
	(0.222)
	(0.429)
	(0.240)
	(0.226)

	GROWTH
	1.537***
	0.194*
	0.330***
	1.505***
	0.226***
	0.408***

	
	(0.233)
	(0.102)
	(0.086)
	(0.229)
	(0.087)
	(0.084)

	SIZE_A
	0.105***
	0.061
	0.170***
	
	
	

	
	(0.036)
	(0.098)
	(0.034)
	
	
	

	SIZE_S
	
	
	
	0.137***
	0.057
	0.138***

	
	
	
	
	(0.026)
	(0.043)
	(0.024)

	LIQUIDITY
	-0.069***
	-0.021**
	-0.039***
	-0.062***
	-0.020**
	-0.036***

	
	(0.007)
	(0.008)
	(0.007)
	(0.007)
	(0.008)
	(0.007)

	TAX
	0.075
	0.117
	0.093
	-0.027
	0.114
	0.067

	
	(0.110)
	(0.078)
	(0.074)
	(0.108)
	(0.078)
	(0.075)

	TANGIBILITY
	-2.363***
	-0.404*
	-1.158***
	-2.327***
	-0.414*
	-1.220***

	
	(0.318)
	(0.219)
	(0.168)
	(0.322)
	(0.220)
	(0.167)

	BOARD_FEM
	0.276
	-0.390*
	0.043
	0.288
	-0.380*
	0.024

	
	(0.206)
	(0.214)
	(0.159)
	(0.202)
	(0.214)
	(0.159)

	FEMALE
	0.145
	-0.250
	0.024
	0.149
	-0.282
	0.015

	
	(0.195)
	(0.209)
	(0.144)
	(0.194)
	(0.215)
	(0.145)

	SHARE
	-0.002
	0.003
	-0.000
	-0.002
	0.003
	-0.001

	
	(0.002)
	(0.003)
	(0.002)
	(0.002)
	(0.003)
	(0.002)

	AGE
	-0.008
	-0.018***
	-0.015***
	-0.007
	-0.018***
	-0.014***

	
	(0.006)
	(0.007)
	(0.005)
	(0.006)
	(0.007)
	(0.005)

	EXPER
	0.000
	0.008
	0.002
	-0.001
	0.008
	0.002

	
	(0.006)
	(0.006)
	(0.004)
	(0.006)
	(0.006)
	(0.004)

	Number of observations
	2648
	2648
	2648
	2638
	2638
	2638

	R2
	0.277
	0.084
	0.226
	0.284
	0.096
	0.239


Note: Cluster-robust standard errors are in brackets. The constant is included but not reported. The region, year and industry dummies are included in the OLS and RE regressions but not reported. *, **, *** correspond to 10, 5, and 1% level of significance, respectively. For random and fixed effects models overall R2 is reported. 
However, the CEO’s experience does not statistically significantly influence the corporate capital structure. AGE and EXPER may seem to be highly correlated but correlation coefficient between these two variables are only 0.5235 that is not considered to be an indicator of multillinearity problem. 

After controlling for CEO’s personal characteristics the CEO’s gender still do not statistically significantly influence the firm’s debt-to-equity ratio.

In addition, the significance of the BOARD_FEM in the FE model did not change with the inclusion of the CEO’s age, thus, we may conclude that the gender differences in undertaking the corporate borrowings do exist (in terms of executive board members but not CEOs).

It is worth noting that all the specification tests (F-test, Breusch and Pagan LM test for random effects and Hausman test) again witness in the favor of the fixed effects model. The results for fixed- and random-effects linear models with an AR(1) disturbance for the specifications with CEO’s age and experience are consistent with those of the FE and RE presented in the table 4.
Chapter 6

Conclusions
The study investigates the relationship between managers’ gender and the riskiness of capital the firm employs using the data for Ukrainian open joint-stock companies that operated during 2002-2006. In addition, the effects of other conventional determinants of the corporate capital structure such as firm size, profitability, growth opportunities, tangibility of assets, liquidity are assessed. We also control for CEO’s personal characteristics (corporate shareholdings, age and experience) as well as for region and industry effects.
To define the determinants of the corporate capital structure we employ pooled OLS, fixed and random effects models. All the specification tests witness in the favour of the fixed effects model, that is why we consider its results as the most reliable.

The hypothesis that firms with female CEOs have the lower debt-to-equity ratio because of female higher risk-aversion is not supported by the results. We presume that this may be because the women that are CEOs are not typical (average) women. There can be the case when the women who become CEOs have attitude to risk similar to those of men as they have overcome their risk-aversion ascending the carrier ladder. However, the share of female members in the executive board negatively influences the corporate capital structure. As far as the decision about the amount of borrowings is usually made collectively during the executive board meeting, it is sounds more reasonable that the share of females in the executive board influences the debt-to-equity ratio and the gender of CEO does not. That is why some recommendations for the owners of the companies can be made. They are, however, conditional on the risk-aversion of the owner. If the owner herself is risk-averse and does not want to put her shareholdings under the risk, she would better hire women into the executive boards.
We also reveal the statistically significant influence of profitability, growth opportunities, firm size, tangibility of assets and liquidity on the corporate capital structure. The directions of the impacts of these indicators do not support trade-off theory of the corporate capital structure while give some evidence on the pecking order capital structure theory.
With this research we contribute to the literature on the gender differences in risk-taking concerning the economic issues and human professional life. In contrast to the previous studies we use data for industrial firms, but not financial ones and assess the gender differences of managers’ risk-taking in these companies which are substantially different from the financial firms in the methods and sources of financing. We also contribute to the literature on the determinants of the corporate capital structure for Ukraine determining such important factors that do influence corporate debt-to-equity ratio as liquidity and growth opportunities.
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Appendices

Appendix 1. Correlation coefficients for variables used in the regression analysis

	Variables
	DEBT_EQUITY
	ROA
	GROWTH
	SIZE_A
	SIZE_S
	LIQUIDITY
	TAX
	TANGIBILITY
	BOARD_FEM
	FEMALE
	SHARE

	DEBT_EQUITY
	1.000
	
	
	
	
	
	
	
	
	
	

	ROA 
	-0.056
	1.000
	
	
	
	
	
	
	
	
	

	GROWTH
	0.245
	0.219
	1.000
	
	
	
	
	
	
	
	

	SIZE_A
	0.231
	0.219
	0.252
	1.000
	
	
	
	
	
	
	

	SIZE_S
	0.249
	0.315
	0.257
	0.821
	1.000
	
	
	
	
	
	

	LIQUIDITY
	-0.239
	0.120
	-0.108
	-0.098
	-0.192
	1.000
	
	
	
	
	

	TAX
	0.011
	0.342
	0.077
	0.145
	0.270
	-0.005
	1.000
	
	
	
	

	TANGIBILITY
	-0.356
	-0.058
	-0.149
	-0.277
	-0.258
	-0.003
	-0.061
	1.000
	
	
	

	BOARD_FEM 
	0.021
	-0.028
	-0.076
	-0.195
	-0.150
	-0.012
	0.003
	0.097
	1.000
	
	

	FEMALE
	0.059
	-0.044
	-0.037
	-0.072
	-0.073
	-0.015
	0.011
	0.053
	0.515
	1.000
	

	SHARE
	-0.104
	0.075
	-0.031
	-0.286
	-0.175
	0.100
	-0.010
	0.084
	0.010
	-0.070
	1.000


Common equity





Preferred equity





Convertible debt





Debt (bank loans and bonds)





Internal funds








� The data may be downloaded from the Commission’s website, � HYPERLINK "http://www.smida.gov.ua" ��www.smida.gov.ua�, the link effective as of May 2008. 


� In Ukraine, joint-stock companies are managed by several governing bodies that are executive board (corresponds to the insider directors in the corporate board in Western countries), supervisory board (analogy for the outsider directors in the corporate board in Western countries), and auditing commission. The executive board is managed by CEO and accountable to the supervisory board and shareholders’ meeting.
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