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Abstract The objective of the current research is to explore the differences in external capital acquisition of female and male owned firms at start-up stage in Sweden. The results indicate a set of two variables including loans from family members and government grants, which are significant as to distinguish between female and male owned firms in respect to external startup capital. The owners´ previous experience and job out of own business influence to a certain extent the use of the financial sources at start-up stage. Keywords: Female-owned firms; Female entrepreneurship, small business finance, sources of funding, gender.



1.1 Introduction Small firms have limited access to funding and this is considered as one of the main obstacles for start-up growth and survival (Berger & Udell, 1995). But, it is believed that female-owned small enterprises experience greater difficulties in funding their investments than businesses owned by men (Brush, 1992). The reasons for the gender gap in entrepreneurial activities have been disputed in the literature (Minniti & Nardone, 2007) and 1



they are going to be the focus of this study. The researchers have used different sample selections and various contexts; that is why, there are contradictory results and no general accepted theoretical framework to explain the patterns of capital acquisitions. The aspects of the business environment in Sweden as well as the structure of the Swedish economy are incompatible with elsewhere, and this justifies asking whether the acquisition of external financial resources, differs in female and male owned firms in Sweden.



1.2 The Objective and Structure of Paper The objective of this paper is to investigate whether the differences in external financing patterns between female- and male-owned small businesses can be explained by differences in gender and other relevant variables such as owner characteristics and firm characteristics. To investigate the questions in this study, the paper is organized as follows. The first section presents the key conceptual framework and the literature in order to derive variables, and their theoretical justification. The literature review will be followed by an overview of the research sample, research hypotheses and the data analysis technique. The next section will present the empirical results, research findings and the diagnostic validation tests. The paper will end with a discussion of the findings and some concluding remarks.



2. Previous Studies A literature review of the researches in the last three decades on the differences between the financing strategies of male and female business owners identifies three perspectives and approaches to the subject. (1) The external factors or the discrimination imposed on female firms that provoke different attitudes to external capital acquisitions in women entrepreneurs; (2) The female characteristics which leads to applying different
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financing strategies from male business owners; (3) The firm characteristics that define different strategies and attitudes to capital acquisitions.



2.1. Gender Evidence suggests that differences in capital structure originate in the gender discrimination by financial institutions (Fay and Williams, 1993), and women face more difficulties in raising funds for their businesses. Bellucci and his colleagues (2009) observe gender-based differences in interest paid, collateral requirements and credit availability in a major Italian regional bank‟s attitudes to the borrowers. They find that female owners are disadvantaged compared to their male counterparts in terms of collateral requirements and credit availability. Carter and Rosa (1998) found “gender differences in certain areas of business financing, although intra-sectoral similarities demonstrate that gender is only one of a number of variables that affect the financing process”. Muravyev et al. (2009) study gender-based discrimination in small business lending in 26 transition economies from Central and Eastern Europe and several industrialized nations from Western Europe, and they find evidence that female-owned businesses are significantly less likely to receive a loan, and that they pay on average higher interest rates compared to their male counterparts. In some cases, although financers do not seem to discriminate against women with regard to credit availability, female founders are required to provide greater collateral requirements and pay higher interest rates (Coleman, 2000). It has been discussed by some that women-owned businesses are regarded as riskier investments for financial institutions. There are uncertainties about the success of the businesses mainly because women are perceived by financiers as potentially discriminated by even clients and suppliers. According to Bates (2002), women have not the same access to clients compared to male business owners. Weiler and Bernasek (2001) contend that even the
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suppliers provide restricted service to women business owners. They observe that the timing and delivery of orders for women owned businesses were much slower and less reliable. Carter and Allen (1997) show that women start businesses with fewer resources. The belief that they might face discrimination lead female firms experience discouragement (Kon & Storey, 2003), fear being refused and do not seek external capital (Marlow and Carter (2006); as a result, they typically refer to informal sources of capital such as friends and family. Brophy (1989) and Brush (1992) both highlight that due to discriminations women seek external sources of capital less than men. Some have related the challenges that women face in external capital acquisition to the performance of the women owned firms. It is reported that men‟s characteristics are more associated with successful entrepreneurs than women (Fay and Williams, 1993). There is another belief that women are treated differently due to their general characteristics, such as less work experience (Greene et al., 2001), lack of bargaining abilities, smaller networks (Brush, 1992), and limited access to information.



2.2 Female characteristics Prior research has also focused on the characteristics and the behaviour of the female entrepreneurs in order to describe the gender gap in the differences between the attitudes to external capital acquisitions. Robb and Wolken (2002) emphasize the role of borrower characteristics and preferences in defining the financing strategies of the founders. They confirm that male founders are significantly more likely to apply for a loan or have an outstanding loan, and female business owners are not treated systematically differently from their male counterparts. Similarly, Becker-Blease and Sohl (2006) examine women‟s access to angel‟s capital, and find that women seek angel financing at rates substantially lower than that of men, „only 8.9% of proposals are brought forward by women entrepreneurs‟, but have
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an equal probability of receiving investment. Huang & Kisgen (2008) link these differences to women‟s behaviour. In their empirical research, they find the evidence that female business owners grow their businesses more slowly and are less likely to make acquisitions. Women are believed to have different motivations and see their businesses as “cooperative networks of relationships” rather than as an economic entity designed to achieve profit (Manolova et al., 2007, p.412). It is suggested that female firms are less likely to seek and use external capital because women are inherently more conservative comparing to men (Coleman, 2003). It is documented that there are gender based differences in the levels of risk-taking, and this gender gap is more presented in financial risk-taking (Watson & McNaughton, 2007). According to evolutionary psychology theory, men and women take separate work roles with different levels of exposure to risk. Women are found in more protective, nurturing roles that require high levels of security, where as men are more likely to be involved in risky and uncertain roles (White, Thornhill & Hampson, 2006). Utilizing the data from the Federal Reserve System‟s 1989 survey of Consumer Finances, Jianakoplos and Bernasek (1998) investigate the risk propensity of women versus men, and consistent with the other researchers they find that women are more risk averse than men. Owner characteristics such as education and work experience have been regarded as the factors that have great impact on financing strategies and the capital structure of the firm. Business owners with high levels of education, specifically in management, sciences and technology, longer work experience, possibly prior entrepreneurial experience are more likely to acquire external capital. Shuba‟s (2010) research indicates that gender does not affect the chances of receiving follow-on funding by entrepreneurs. Women founders were found receiving even more funding than male founders in California; however, these women were either experienced entrepreneurs with prior founding experience, or possessed



5



an advanced technical degree (Ph.D.). Generally male and female entrepreneurs are believed to differ with respect to experience and education as well as type of profession (Brush, 1992). Men are more likely to have been employed prior to the start-up of their business and have more working experience, completed more technical courses (Verheul & Thurik, 2000). Female entrepreneurs are more interested in fields like teaching, sales, administration and personal services (Neider, 1987) as opposed to management, sciences and technology, specifically financial management (Watkins & Watkins, 1983; Stevenson, 1986). Men are also found to have more prior entrepreneurial experience than women (Fischer et al. 1993). Thus, it is believed the gender gap between male and female entrepreneurs in the ways they seek and use external capital sources are not sheer geneder discrimination, but it is due to the inherent differences between men and women in terms of their behaviour as well as their capabilities. 2.3. Firm Characteristics Larger and more established firms are believed to be more likely to apply for external capital than small and young companies (Coleman, 1998). Small and young firms rely more on debt than larger firms (Osteryoung et al., 1992), and they face obstacles to raise external capital to fund their survival and growth. The literature indicates that women-owned businesses are smaller and younger than men-owned businesses (Devine, 1994; Coleman, 1998). Firm‟s age and size seem to have impact on firm‟s access to capital; because larger and more established firms are either more favoured or have better bargaining capabilities than smaller and younger firms. It is often reported that female entrepreneurs have smaller firms (Carter &Rosa, 1998), and they are more centred in service sector where they do not need to seek external sources of capital, and they finance their business utilizing informal and internal sources such
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as family, friends and earnings (Kallenberg & Leicht, 1991). Most small businesses in service industries lack assets that are required for collateral in order for them to obtain loans. Robb and Wolken (2002) explain that the performance differences between women and men owned businesses can be explained by the firm characteristics such as the age and size. Cole and Mehran (2009) examine the role of gender in the privately held U.S. firms and find that “female-owned firms are significantly smaller, as measured by sales, assets, and employment; younger, as measured by age of the firm; more likely to be organized as proprietorships; more likely to be in retail trade and business services; and inclined to have fewer and shorter banking relationships” (p.1). Using a nationwide sample of small businesses, Coleman & Cohn (2000) attempt to determine differences in leverage between men and women-owned firms, and they provide evidence that women have equal access to sources of debt and they are not, as has been suggested, more risk averse than men, nor are they victims of discrimination. They emphasize that the main determinants of leverage for small firms are firm size, age and profitability, and gender has no role in this. Due to their educational and professional backgrounds, women seem to be more involved in service sectors, where the business does not rely on venture funding (Brush, 1992) as opposed to male-owned businesses which are mainly concentrated in manufacturing, wholesale and financial services (Watkins & Watkins, 1983). Using a panel of 2000 Dutch starting entrepreneurs, of whom approximately 1500 are male and 500 female, Verheul & Thurik (2000) find the profile of the female entrepreneur different from that of men, emphasizing that female entrepreneurs are more likely to work in the service sector; women have less experience with financial management and spend less time networking than male entrepreneurs.



3. Data Sources, Hypotheses, Methods
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3.1 Data Sources The unique and compressive firm-level data set used in this study has been elaborated by Swedish Entrepreneurship Forum in the course of interviews during autumn 2008. The data sample covering all available small firms‟ established between 2005 and 2008 in four regions located in South-East of Sweden. The preliminary sample data comprised of 2 832 firms. Firms with missing gender variable have been excluded from the sample. The final sample consists of 836 female and 1928 male active small firms. 3.2 Hypotheses The external finance is defined as all financial funding available to the business owner including informal sources, such as loans from friends and family members, as well as formal sources, such as loans from banks and government grants. The funds generated by the owner or firm are not classified as the external finance in this research. In the light of the existing literature and in line with the objective of the study, the following hypothesis has been developed: Hypothesis 1: There exist significant differences in external financing patterns between female- and male-owned small businesses at start up stage. Hypothesis 2: There exist significant relationship between the owner‟s gender and the attitude towards external capital at start-up stage. Hypothesis 3: There exist significant relationship between the owner‟s startup capital and attitude towards external capital at start-up stage. Hypothesis 4: There exist significant relationship between the size of the firm and the attitude towards external capital at start-up stage. Hypothesis 5: There exist significant relationship between the owner‟s age and the attitude towards external capital at start-up stage.
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Hypothesis 6: There exist significant relationship between the owner‟s previous experience and the attitude towards external capital at start-up stage. Hypothesis 7: the owners´ work beside their own business influences significantly the attitude towards external capital at start-up stage. Hypothesis 8: There exist significant relationship between the owner‟s education levels and the attitude towards external capital at start-up stage. Hypothesis 9: There exist significant relationship between the legal form of the firm and the attitude towards external capital at start-up stage. Hypothesis 10: There exist significant relationship between a firm‟s industry sector and the attitude towards external capital at start-up stage.



3.3 Methods In order to examine the hypotheses formulated above, several unvariate and multivariate analysis are conducted. For this purpose, first, descriptive analysis and ANOVA test is carried out. Subsequently, a logistic regression analysis is employed to identify the variables affecting the acquisition of external capital at start-up stage.



4. The Empirical Results 4.1 Descriptive Analysis of dependent variables Table 1 provides descriptive statistics of empirical data, by primary owner gender, for different sources of external financial sources used at startup in 2008. It illustrates the percentage of women and men respectively, that obtained funding from different sources as follows; family members (34-33%), friends (6-5%), venture capital (11-12%), Bank (3335%), ALMI (5-4%), government grants (16-8 %), risk capital companies (0-1%) and angel investors (0-1%) for financing of initial capital. The small differences in respect to use of
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these funding sources are not statistically significant at 1 %, 5% and 10 % level. However, the use of two funding sources (loan from family members and government grants) are statistically significant by groups. In other words, higher percentage of women than men used loan from family members and start-up capital to finance their firms (34% vs. 23.9% and 16% vs. 8%). Generally, the majority of the firms ranked bank loans as a first option and loan from family members as second financing alternative. Risk capital and angel investment have been regarded least ranged as last financing alternatives. The sample is characterized by a low and homogeneous standard deviation for both women and men groups with regards to all variables which indicate that the empirical results are stable. Table 1 The Distribution of Sources of Start-up Funds by Fender. No Family members Friends Venture Bank Almi Government grants Risk Capital Co. Angel investors Other



Women Men Women Men Women Men Women Men Women Men Women Men Women Men Women Men Women Men



66% 77% 94% 1928 89% 88% 67% 65% 95% 96% 84% 92% 100% 99% 100% 99% 98% 98%



Std. Yes no Dev. 34% 836 0.473 23% 1928 0.419 6% 836 0.243 5% 1928 0.224 836 0.307 11% 12% 1928 0.326 33% 836 0.471 35% 1928 0.477 5% 836 0.221 4% 1928 0.185 836 0.370 16% 8% 1928 0.275 836 0.069 0% 1% 1928 0.096 836 .0974 0% 1% 1928 0.129 836 0.110 2% 2% 1928 0.129



Table 2 presents mean, standard deviation and number of observations (Yes=1 and No=0 answers), and sheds further light on the significance of various financing source of start-up capital. It reveals again that higher percentage of women used loan from family members, and start-up capital to start their firms than men.
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Table 2 Mean, Standard Deviation and Number of Dependent Variables Venture Family members Friends



Capital



Bank



Government Risk grants Capital



Almi



Angel investors



Other



Mean



1.3



1.1



1.1



1.3



1.1



1.2



1



1



1



N



836



836



836



836



836



836



836



836



836



StdD



0.5



0.2



0.3



0.5



0.2



0.4



0.1



0.1



0.1



Mean



1.2



1.1



1.1



1.4



1



1.1



1



1



1



N



1 928



1 928



1 928



1 928



1 928



1 928



1 928



1 928



1 928



StdD



0.4



0.2



0.3



0.5



0.2



0.3



0.1



0.1



0.1



Mean



1.3



1.1



1.1



1.3



1



1.1



1



1



1



2 764



2 764



2 764



2 764



2 764



2 764



2 764



2 764



2 764



0.4



0.2



0.3



0.5



0.2



0.3



0.1



0.1



0.1



N StdD



4.2 Test of the Statistical Significance ANOVA The significance test is carried out to examine which variables are statistically significant to explain the differences between the female and male groups. The null hypothesis is stated as follows: H0: No significant difference between the female and male groups with regards to different kinds of external capital at start stage. Accoring to the results of ANOVA presented in table 3, statistically significant differences are found between female and male groups with regards to two financial sources: loan from family members, and grant government grants at 1 percent level. The differences regarding other sources are not statistically significant.



Table 3: ANOVA, Levene and Welch Test of the Dependent Variables



Family members Friends Venture Capital Bank Almi Government grants Risk Capital



ANOVA Between Groups Sum of Mean Squares Df Square F 7.25 1 7.25 0.06 1 0.06 0.14 1 0.14 0.21 1 0.21 0.14 1 0.14 3.86 1 3.86 0.01 1 0.01
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37.986 1.089 1.38 0.925 3.674 40.984 1.53



Levene Sig. tests Welch test 0.000** 0.000 0.000 0.297 0.040 0.312 0.24 0.020 0.229 0.336 0.050 0.334 0.055 0.000 0.074 0.000** 0.000 0.000 0.216 0.010 0.160



Angel investors 0.03 1 0.03 2.273 0.132 0.000 0.092 Other 0.02 1 0.02 0.804 0.37 0.070 0.393 ** Coefficients are significant at the 0.01 level, Levene Statistic: Test of Homogeneity at 0,01% level, Welch: Robust Tests of Equality of Means 0,01% level.



To examine the variables‟ homogeneity of variances, the equality of the population means and thereby the robustness of the overall results, Levene‟s and Welch‟s tests are performed. The results of these tests presented in table 3 support the reliability of the descriptive statistics and the ANOVA analysis of variables: loan from family members and startup scholarship from government. Thus, the results of ANOVA are mixed and partly confirm the first hypothesis suggesting that there are statistically significant differences between female and male groups in loan from family members, and government grants. To make further investigation on the study, a multivariate model is employed. Table 4 Mean, Standard Deviation and Number of Independent Variables Sizeemplo Female



Male



Total



Mean



Scapital



agereal



hasjob



university



Orgform



indus



1.203593



405896.9



42.62127



Exprebefore 1.761962



1.520908



1.843636



17.05036



3.706731



N Std. Deviation



835



742



837



836



837



825



834



832



0.510547



7352568



12.06238



0.426138



0.499861



0.36342



14.09801



1.520198



Mean



1.328475



1307857



42.38621



1.608424



1.613222



1.8451



21.86548



3.443621



1929



1923



1921



1898



1918



1889



N Std. Deviation



1921



1768



0.586183



16004937



12.7411



0.48823



0.487139



0.361905



17.06383



1.390084



Mean



1.290639



1041222



42.45734



1.654947



1.585207



1.844657



20.40625



3.524072



2756



2510



2766



2759



2758



2723



2752



2721



SD



0.567159



14019218



12.53789



0.475472



0.492776



0.362298



16.37017



1.435971



F



28.49955



2.164416



0.205104



62.1055



20.60512



0.009383



51.20703



19.52348



0



0.141



0.651



0



0



0.923



0



0



N



Sig. Welch test



0.92



0.18



0.64



0



0



0.92



0



0



Levene Statistic



0.23



0.000



0.02



0



0



0.36



0.45



0.39



Levene Statistic: Test of Homogeneity at 0,01% level, Welch: Robust Tests of Equality of Means 0,01% level



4.3 Descriptive Analysis of Independent Variables Table 4 presents some descriptive statistics regarding the characteristics of the sample including amount of startup capital, previous experience to startup business, job beside the current business, college education as well as age of the owner, legal form, industry affiliation and number of employees, in female and male owned firms separately.
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As table 4 reports, the size of male and female owned firms in terms of number of employees reveals significant differences (F test = 28.5 ρ = 0.000). Male owned firm tend to have more employees as compared to female entrepreneur. Although the female-owned firms have less startup capital than male-owned firms, the difference between the groups is not significant (F test = 2.16 ρ = 0.141> 0.01). The female owners seem to have significantly higher prior startup experience than their male counterparts. There is statistically significant difference in mean for those holding jobs beside business (F test = 20.6 ρ = 0.000< 0.01). Female owners have a roughly similar education level as male owners and there are no statistically significant differences in mean college education level. The mean age of the owners for both groups is 42.5 years (SD = 12.7). There are no statistically significant differences in mean ages of the female and male owners (F test = 0.20; ρ = 0.65> 0.01). The results with regards to the legal form and industry afflation, pinpoints to significant differences between female and male groups. A large number of the respondents, around (70%) of all companies incorporated in the sample are sole proprietorships. The remaining firms are organized as limited liability companies (22%), trading partnerships (8 %), and sole proprietorships (2.1%). Comparison between female and male firms shows that female owners have a greater incentive to incorporate than the male owners. Conversely, the male owners appear to prefer limited liability legal form. In terms of the industry affiliation, 57% of all firms are categorized as service companies, 18% are manufacturing firms, 12.0% are retail firms and the rest comprising of 13% are from other industries including transport, building, restaurants and consulting industry. Compared to the male firms, the female ones are clearly concentrated in the service, restaurant and consultancy sectors and underrepresented in the manufacturing, building and transport sectors. Characteristics for the male respondents and their firms are significantly different than those for female respondents in terms of five variables. Male-respondent firms are older, larger in terms of both startup capital and the number of
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employees. Male-owned firms are more likely to be technology-oriented and more likely to be in advanced organizational form than female-respondent firms. The owners are also more educated than female respondents. The question here is whether the independent variables such as gender, experience and general dissatisfaction with the capital acquisition process have any impact on Loan from family members and government grants.



4.3 Specification of Multinomial Logistic Regression Model In this part a multinomial logistic regression model has been carried out to estimate the impact of nine independent variables on those funding sources, which are significantly different between female and males groups: the loan from family members and Government grant. So the following models have been developed: Loan from family members= 0+1(GEN)+2(Start cap)+3(Size)+4(age) +5(Exp) +6(Job) +7(Edu)+ +8(Org)+ 9(Indus)+ Government grant = 0+1(GEN)+2(Start cap)+3(Size)+4(age) +5(Exp)+6(Job) +7(Edu)+ +8(Org)+ +9(Indus)+ Where: GEN: Gender: (1=female; 2=male) Start cap: The logarithm amount of startup capital Age: The logarithm age of owner Size: size of the firm measured in number of employees Experience: Previous experience to start up firm Experience: (0= no, 1=yeas) Job: Having a job beside the own business (0= no, 1=yeas) University Edu: University education (0= no, 1=yeas) Legal form: the legal business form (different categorical variables) Indus: Industry affiliation (different categorical variables) 14



4.4 Loan from Family Members The results of the first logistic regression are found in table 5 below which exhibits that two of eight explanatory variables are relevant and significant to explain the change in dependent variable. As the results imply, consistent with the second hypotheses, gender influences positively and significantly the first dependent variable namely loan from family members (B=0.509 P


Table 5: The Results of First Logistic Regression Analysis



(The Dependent Variable: Loan from Family Members) B



S.E.



Wald



Df



Sig.



Exp(B)



Gender



0.509



.095



28.418



1



0.000



.601



Startcap



-0.008



.069



0.114



1



0.906



0.99



0.047



.104



.207



1



.649



.954



Size



15



Age



-0.114



.335



.116



1



.734



1.121



Experience



-0.353



.098



12.917



1



0.000



1.423



Job



-0.144



.091



2.481



1



.115



1.155



University Edu.



0.254



.119



4.580



1



.132



.776



Legal form



0.001



.003



.150



1



.699



.999



Indus



0.038



.031



1.448



1



.229



.963



Constant



0.548



.642



.728



1



.393



.578



0.000



Chisquare



Cox and Snell Tests



0.20



-2 Log



Nagelkerke R Square



0.29



Omnibus Tests of Model Coefficients Model



8



0.994



Hosmer and Lemeshow Test



8



Classification accuracy The heteroskedasticity test



53.4



30.26



Chi4.142 square



73.6 Chi-square:



3.06



0.000



** Coefficients are significant at the 0.01 level



Table 5 also reveals that the Omnibus test of model coefficients (Chi-Square (χ2) =53.4 at df 8 and significance P =0.000) yields a significant value for the model, implying that there is an adequate fit of the data to the model. Chi-square test for the change in the -2 log likelihood (-2LL) value from the first model is highly significant at 1% level indicating that the model including the determinants of the dependent variable (loan from family members) is significantly better than those predictors. The model chi-square is an analogue to the F test in multiple regressions. The small value (30.26) of the -2LL indicates a better model fit with the amount left unexplained by the model being minimal. Other validity tests of model include the hit rate indicating the strength of association in the overall model (Cox and Snell= 0.43, Nagelkerke R Square =0.387); however, the finding of relatively large and statistically significant coefficients on the independent variable indicates that the two included explanatory variables which cannot entirely explain differences in between female and male firms with regard to loan from family members; therefore, other variables obviously play a role. The Hosmer and Lemeshow test of
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overall model fit shows that there is no statistically significant difference between the observed and predicted classifications of the dependent variable indicated by a non-significant chi-square value ; therefore, a good model fit exists. The classification accuracy test shows high hit ratio (73.5%) for correctly classified cases for the model. Finally, potential heteroskedasticity is examined employing, the Breusch-Pagan/Cook-Weisberg test for model. The null hypothesis is that the error terms in the model have constant variance; the alternative null hypothesis is that the variance of the error terms in the model is a function of the explanatory variables and is; thus, not constant. The results display no indications of heteroskedasticity, which means that the models are specified correctly.



4.4 Government Grants The results of second logistic regression observed from table 6 above shows that two variables out of the 9 are significant. Similar to the results of the previous model, indicating that gender has a positive and significant effect on the dependent variable namely loan government (B: 0.918; P
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shared ability of the explanatory variables in the model to predict the change in the dependent variable. The chi-square test on the change in the -2 log likelihood (-2LL) value from the second model is highly significant at 1% level indicating that the model including the independent variables are relevant in explaining the change in dependent variable. The small values 13.18 of the -2 log likelihood (-2LL) shows a better model fit with the amount left unexplained by the model being very minimal. The Hosmer and Lemeshow Test of overall model fit presents that there is no statistically significant difference between the observed and predicted classifications of the dependent variable indicated by a no significant chi-square value and thus a good model fit exists. Table 6: The Results of First logistic Regression Analysis (Dependent Variable: Government Grant) B



S.E.



Wald



Df



Sig.



Exp(B)



Gender



0.918



.157



34.338



1



.000



.399



Startcap



-0.136



.101



1.798



1



.180



1.146



Size



-0.134



.155



.746



1



.388



1.144



Age



-01.27



.565



5.073



1



.224



3.570



Experience



-0.372



.162



5.204



1



.123



1.448



-1.15



.172



45.060



1



.000



3.180



-0.272



.214



1.607



1



.205



1.312



Legal form



0.001



.005



.066



1



.797



.999



Indus



0.136



.053



6.543



1



.110



.873



05.94



1.238



23.084 Chisquare:



1



.000



.003



Job University Edu.



Constant Omnibus Tests of Model Coefficients Model
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0.000



Cox and Snell Tests



0.43



Nagelkerke R Square



0.387



Hosmer and Lemeshow Test



0.854



-2 Log



8



Classificationaccuracy The Heteroskedasticity test



91.669 13.18



Chisquare



4.03 89.6



Chi-square:



4.68



0.00



** Coefficients are significant at the 0.01 level



The variables considered in the analysis explain a fraction of the variance (Nagelkerke similar to R-squared statistic) of 0.387 and the percentage of correctly-classified cases in the final 18



Model 4 is 75.3 %. Again, the classification accuracy test shows a very high hit ratio of (89.6%) for correctly classified cases of the model. Thus, a conclusion can be drawn from the diagnostic validation tests of the empirical results that the variables under consideration adequately fit into the model.



5. Conclusions The empirical analysis of the study focuses on the differences in external financing patterns, between female- and male-owned small businesses. Based on the empirical data gathered by questionnaires and various quantitative analyses, this paper provides several insights about the question. A key finding of this study is that a set of two variables- loans from family members and government grants are significant as to distinguish between female and male owned firms in respect to external start-up capital. Female-owned firms tend to rely more on loans from family members and grant from government than male-owned firms. The results provide no evidence that there are not any differences with regards to other external funding sources. The study also reveals that the capital acquisition differences of female and male owned firms can be explained by certain owner characteristics, namely: gender, previous experience, and job out of own business. Gender is definitely an important variable which explains both loans from family members and government grants organizations. Owners with prior experience to startup a firm tend to use fewer loans from family members. Owners with parallel job out of their own businesses tend to have less incentive to acquire government grants. Other variables such as the amount of startup capital, size of firm, age are found not to have any influence on the pattern of external capital acquisition at start-up stage. The results from this study will contribute to the research on small firm financing ideologies by providing more insights into the relationship between the pattern of capital acquisition, gender, and other relevant variables. 19
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