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Abstract
The purpose of this research is to identify the
capital structure decisions and the institutional
factors pivotal in female owned SMEs in the United
Arab Emirates. A survey questionnaire method was
used to collect data from the local female
entrepreneurs, and a factor analysis was conducted
to understand the capital structure decisions and the
institutional factors affecting SMEs success and
operations. The findings revealed that the majority
of the Emirati female entrepreneurs prefer internal
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(own savings, loans from family and friends for
business startup) rather than external financing
sources. UAE State Bank and international lending
agencies were other popular choices for sourcing
loans. They consider factors such as personnel,
capital, training, government, and brand reputation
will affect the success of their businesses. However,
management skills and customer support factor
seems to dominate. The major problem that the
Emirati women entrepreneurs faced in being self-
employed are efforts to manage such as too much
work, responsibility, and no time for family.
Business location, parking, awareness of procedural
changes, and lack of clarity in policies were the
dominant institutional factors that affect their
business operations in the UAE. The study will help
the policy makers in identifying the specific
entrepreneurial  factors which  will lead in
formulating effective and practical policy
interventions in the area of capital structure and
skill building of female Emirati entrepreneurs. The
quantitative research provide fresh and current
insights into the various issues affecting women
entrepreneurs from a country that is striving hard to
empower its women.

INTRODUCTION

The prominence of small and medium-sized enterprises
(SMEs) for economic growth is well recognized (Yazdanfar and
Ohman, 2016). During the past decades, women's formal labor
force participation has grown substantially (Cloin et al., 2011;
DiCecio et al., 2008; Naguib and Jamali, 2015). A significant
number of women are pursuing careers in self-employment (Diaz
Garcia and Welter, 2011). In the economies worldwide, a
remarkable contribution in innovation, employment and fortune
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creation is made by females through their active corporate
involvement (GEM, 2011; Reed et al. 2012; De Vita, Mari and
Poggesi, 2014). Various researchers (Mas-Verdu et al. 2009;
Chapelle, 2010; Ullah et al. 2010; Yusof and Jain 2010; Huarng,
Mas-Tur and Yu, 2012; Poggesi et al. 2015) have also affirmed
that there has been a significant increase in the number of women
entrepreneurs worldwide. Women constitute half of the global
population (GEM, 2013), and it was found that 42% of
entrepreneurs in the world were women (GEM, 2010). However,
despite of various efforts, women lag behind men in business
startup and economic freedom in various realms (Winn, 2005;
Kelley et al. 2012; Pathak et al. 2013; Thebaud, 2010; Marlow and
McAdam, 2013).

Several authors (Brush 1992; Chaganti and Parasunaman
1996; Verheul and Thurik 2001; Renko, Shrader and Simon, 2012)
have reported that female entrepreneurs recognize business
prospects differently than male entrepreneurs. Given the economic
and social significance of the small business sector, it is important
to understand the causes for success of businesses owned by
women. An understanding of these causes may result in measures
that could reduce the failure of women-owned businesses (Lee,
Stearns, Osteryoung and Stephenson, 2009), and eventually will
also motivate other females to be self-employed in the developed
and developing countries.

Despite the emergent magnitude of women entrepreneurs’
worldwide, the MENA region has one of the lowest female
entrepreneurial participation where two-thirds of the businesses in
the MENA are founded by men (GEM, 2013). Although a number
of studies were undertaken to examine factors that influence
women entrepreneurs in the developed world (DeLollis, 1997
Goldenberg and Kline, 1999; Smith-Hunter, 2003; Smith-Hunter
and Englhardt, 2004), a limited number of studies has been
undertaken to investigate these factors in the Arab World in
general and in the Arab Gulf region in particular (Dechant and Al-
Lamky, 2005). Overall, only limited research has been conducted
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regarding the women entrepreneurship and small and medium
enterprises (SMEs) in the United Arab Emirates (Itani et al, 2011;
Jamali, 2009; Naguib and Jamali, 2015), particularly in the
Northern Emirates (Jabeen et al. 2015), and because of the
importance of entrepreneurship to the growth of the UAE
economy, this study intends to identify the capital structure
decisions, personal and institutional factors associated to Emirati
women entrepreneurs in the Abu Dhabi region.

Women in Business in the United Arab Emirates

Women are regarded as a great resource in the Arab world
that has not been tapped to its greatest potential. According to a
study by the United Nations, the UAE currently leads the Middle
East and North Africa region in women’s empowerment (EI-
Sokari, Vanhorne, Zeng and Alawad, 2013). Preiss and McCrohan
(2006) found that 0.29% of women compared to 5.87% of men are
involved with startup and young businesses in the UAE. Emirati
females have taken advantage of improved access to education in
recent years, and their numbers in the labor force have increased
(Abdulla and Ridge, 2011). Global Entrepreneurship Monitor’s
(GEM) report on the UAE cited a steady increase in the rate of
women who are established business owners. While there was a
0.1 per cent increase in 2006, there was a gain of 1.4 per cent in
2011 (The Gulf Today, 2014).

Although, Emirati females account for 49% of the UAE
Emirati population, the UAE entrepreneurship landscape is marked
by a huge gender imbalance, where Emirati males are 50% more
likely than Emirati females to start a business. As evidenced from
the GEM data, Emirati females have lower participation rates in
entrepreneurship than men and their risk aversion is higher due to
cultural reasons. Fewer Emirati females also report confidence in
their ability to start and successfully run a business (EI-Sokari et
al. 2013). Based on the International Labor Organization (2011)
data, 31.60% of Emirati women between the ages of 15-25 were
part of the labor force in 2011. The UAE does not have enough
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entrepreneurs following through on their ideas and setting up in
business. There are also disproportionately fewer women than men
entrepreneurs.

Emirati men are 30% more likely than Emirati women to
be an early stage entrepreneur. Rate of early stage entrepreneurs
for males is 11.8% and for women the rate is 7.6%. Although it is
interesting to highlight that the majority of established Emirati
business owners are male at 7% in comparison with women at
0.9% (EI-Sokari et al. 2013), Emirati women’s intentions for
launching and managing new businesses may differ from those of
men. Among all the family factors, familial backing is the utmost
substantial factor that adds to the success of small and medium
enterprises run by Emirate females in the United Arab Emirates
(Jabeen, Katsioloudes and Das, 2015).

Our exploratory research seeks to answer the following research
questions:

. What are the capital structure decisions Emirati businesswomen
prefer for starting a small and medium enterprise?

. What are the factors that may contribute Emirati businesswomen
in their SMEs success?

. What are the Institutional factors that inhibits Emirati

businesswomen in their SMEs operation?
. What are the challenges Emirati businesswomen face in being self-
employed?

The remainder of the paper is organized as follows. Section 2
presents the previous empirical studies. Section 3 outlines the
research methodology. The empirical results are reported in
section 4, and section 5 concludes the paper.

LITERATURE REVIEW

Capital Structure of SMEs: Previous Empirical Studies
Researchers (Beck et al., 2005; Fagiolo and Luzzi, 2006;

Hutchinson and Xavier, 2006; Oliveira and Fortunato, 2006;
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Yazdanfar and Ohman, 2016) have affirmed that funds’
availability is the prerequisite for Business startup, survival and
growth. Chittenden et al. (1996) reported that most of the SMEs
use internal financing sources rather than external ones due to the
inconsistencies in the average cost of investment, and to maintain
the ownership control. Businesses may select external investment
sources if they contemplate that they have no other alternatives or
if the total cost of external sources accessing is relatively lower
than internal sources (Yazdanfar and Ohman, 2016). To access
initial debt capital, small start-up businesses usually experience
more obstacles than their bigger counterparts (Cavalluzzo et al.,
2002; Blanchflower et al., 2003). Also, younger businesses have a
tendency to rely less on bank loans than the bigger established
firms (Ngoc et al. 2009; Klapper et al. 2010; Woldie et al. 2012).

Capital Structure of female owned SMEs

Entrepreneurs start a venture for diverse reasons such as
spotting an opportunity, money motivation or flexible working
hours, and to engage family members or for their own survival.
The females may find it more difficult to start a business due to
various glitches such as access to resources, including funding,
assistance and access to markets etc. Research has also shown that
women face additional problems while obtaining the financing
sources (Ramadani, Rexhepi, Abazi-Alili, Beqiri and Thagi, 2015).
Men are more likely to use external funding for their businesses
than women (Carter et al, 2001). Brush et al (2004) found that
women invested less in their businesses than men, because they
did not have the same level of financial resources available.
Raising finance is seen as one of the barriers that women face that
may prevent them from starting a business, although other factors
such as lack of confidence may be important.

Fewer women apply for loans than men to finance their
business but they have lower failure rates in obtaining overdrafts
and unsecured loans (Harding 2007). Women-owned
businesses are more likely to use additional equity investments by
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current ownersas a funding source because of their positive
attitudes towards the source, and there are no gender-related
dissimilarities in the usage of bank debt (Eriksson, Katila and
Niskanen, 2009). Women tend to rely on more accessible sources
of finance such as credit cards (Brush et al. ,2004) and are
generally more reluctant to seek bank financing than men (Jabeen
et al. 2015). McClelland (2004) found that Irish female
entrepreneurs faced similar problems which were common to other
parts of the world. Numerous obstacles were common to both
genders but females suffered especially from a shortage of initial
venture finance in addition to issues of conflict between work and
family. For example, Syrian women were handicapped by lack of
access to financial services in addition to low levels of educational
attainment (Katta and Hussien, 2009).

Similarly, Jordanian women suffered from limited access
to credit as they received less favorable treatment than males when
they applied for bank loans as well as nonexistence of appropriate
business training (International Finance Corporation, 2007).
Women entrepreneurs currently make up to 25 percent of all
business owners in Jordan, where micro, small and medium
enterprises account for 98 percent of all businesses, only 11
percent of total bank lending in Jordan goes to the SME sector
(International Finance Corporation, 2014). However, Al-zoubi
(2014) reported that loans and grants are generously offered to
Jordanian women to establish their businesses and become
independent. In Yemen, women continue to be excluded from
economic development. Although women account for 49.3% of the
workforce, only 12.1% of the workforce are women, and merely
9.9% of Yemeni women participate in economic activities (Al
Monitor, 2012).

Entrepreneurial Success Factors

Moore (2003) reported that women who have achieved
success in their business ventures stressed the importance of
tenacity and determination to survive the stress of owning a
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business. Business ownership often requires extended working
hours, and has a huge impact on family needs or individual
inclinations (Winn, 2005). Entrepreneurs irrespective of the gender
cited financial, marketing, and administrative skills as vital
components for commercial achievement. However, business
owners do not need to have such skills themselves. Relatively, it’s
the blend of abilities within an organization that matters, not the
skill set of any one person (Winn, 2005). General administrative
and financial skills are predominantly decisive in new enterprises
(Thornhill and Amit, 2003), and to identify the full range of
capabilities and potential contributions of partners and alliances,
business experience is an important component in an
entrepreneur’s ability (Hart, Stevenson and Dial, 1995).

Proficient businesspersons are able to determine resource
providers swiftly and are able to evaluate the comparative worth of
available resources. For the advancement of small and medium
enterprises, an apt skill sets are the major factors (Brush and
Hisrich 1991; Hsu et al. 2007; Curado et al. 2011). Maysami and
Goby (1999) reported that family support, knowledge of culture
and language, human relations skills, communication skills,
personal qualities, knowledge of product and service, quality of
product and service, customer loyalty, quality of personnel,
availability of professional services, technological advantages,
availability of financing, existence of opportunities, and desire to
excel are the various factors contributing to the success of female
business owners in Singapore context.

Lee, Stearns, Osteryoung and Stephenson (2009) in their
research indicated that business performance had a positive
outcome based on the critical success factors for women-owned
businesses. Goby and Erogul (2011) highlighted the United Arab
Emirates legislative efforts in enhancing female entrepreneurial
attainment, and the socio-cultural hurdles restraining female
entrepreneurship.

Male and female entrepreneurs, both genders, need specific
abilities if they are interested in starting a new venture or
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developing an existing business. To run their businesses, various
factors such as availability of adequate resources, expertise,
funding, space, tools, technology, and skilled human resources
need to be ensured. Also, entrepreneurs need to ensure that their
venture is scalable if they have to achieve high growth and high
value (Fuller-Love, 2008). How do women differ from men in
terms of skills? Often, it is not in the skills themselves but in the
management experiences, technical education and their attitudes
towards success that defines the female entrepreneur. Walker and
Webster (2006) found that women rated themselves significantly
higher on customer service, managing people, and computer and
internet skills. This may reflect previous administrative experience
(Winn 2005). However, the studies (Bowen and Hisrich 1986;
Audretsch, 2012) reported that only a small number of women
business owners have business expertise prior to starting their new
company.

The literature does discuss a number of obstacles faced by
many female entrepreneurs, which hinders the firm growth
(O’Gorman, 2001). These challenges include acquiring appropriate
training (Walker and Joyner, 2000), obtaining capital (Buttner and
Moore, 1997), gender discrimination (Kleiman, 1998), and
bureaucracy (McElwee and Al-Riyami, 2003).

RESEARCH METHODOLOGY

A survey questionnaire method was adopted for data
collection. A structured questionnaire was prepared in English and
Arabic and had both open-ended as well as close-ended questions.
300 questionnaires were distributed in person and by email to the
randomly selected local female entrepreneurs registered in a local
business women council in Abu Dhabi, the Capital of United Arab
Emirates. 224 questionnaires were returned completed ensuing in
75 percent response rate. The researchers provided the particular
aims of the research to the respondents. The questionnaire was
divided into two sections: the first displayed the demographic
details, and the second section focused on various specific
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questions such as capital structure decisions, success determinants
of UAE based SMEs, etc. The scales were randomly structured
within the questionnaire and all the measurement scales were
selected from previous studies (Katsioloudes and Jabeen, 2013;
Jabeen et al. 2015). The data was analyzed through factor analysis
using Principle Component method subject to Varimax rotation to
concisely understand the capital structure decisions, and various
institutional and personal factors affecting female owned SMEs.

FINDINGS AND DISCUSSION

Entrepreneur’s Personal and Business Characteristics

Female entrepreneurs’ personal and business characteristics
are depicted in tables 1 and 2. The respondents had an average age
of 34.14 years with a standard deviation=8.91. This means that the
local females are taking part in the UAE’s economic development.
The average number of years worked in the current business was
5.9, and standard deviation=6.79. Nearly 63% of them had a
college or graduate school degree, and 56.13% of them were
married. Business success is directly related to education.
Correlation data lend support to the results. The significant
positive correlation coefficient of +0.5 indicates that increased
education is associated with greater business success. Of those
entrepreneurs who have not completed high school education, only
3% have succeeded in business. 57% of the respondents who have
attended college or completed graduation/post-graduation have
succeeded in business.
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Table 1 Respondents & Business Characteristics: Descriptives
and Correlations of Continuous variables

Mea | S.D
Variable | n : 12 3 4 |5 |6 7 |8
- 0
34.1 |89 42 .18 .0 |0 |.00|.0 |7
Age 7 1 1/9**|0** 36 |09 |9 07 |5
Years in 19 0
this 3.7 0 [0 [5 |.0 |1
Business | 2.47 | 7 1 64 |17 | * 11 | 8
2
2
Full-time - 4
employe | 39.9 | 235 d .00 (.1 |*
es 5 .85 1 |10 |6 02 | *
1
5.0 4
Startup 6.28 | 7x1 0
Capital | x10° | 08 1 |*
1.1
9.59 | 8x1
Profits | x10° | 0° 1
N=224 for all except n=223 for employee variables, and n=222 for
Startup capital.

**_Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).

Retail sector (42.9%) was the main in which the SMEs operated.
Dechant and Al-Lamky (2005) reported the alike findings in Oman
and Bahrain. The businesses run by the Emirati women vary and
consist of tailoring, fabrics, handicrafts, leather goods, beauty
salons, bakeries, restaurants, art and cultural products, laundry,
tourism, oil & gas and building design. Nearly three quarters of the
businesses (72.17 %) were established by the respondent, 39.62%



258 Abdel All, Jabeen & Katsioloudes: SMEs Capital Structure Decisions
and Success Determinants

of the businesses surveyed were owned by the respondents, with
only 1.89% inherited. The businesses had about 40 full-time
employees (with high standard deviation of 235.85), and the
average start-up capital of the business was AED 628,000 and
profits AED 959,000.

Table 2 Respondent and Business Characteristics: Categorical
variables

Variable % of sample
1| Educational Level 62.74 college or graduate school
2| Married 56.13
3| Retail Business 42.9
Business established by
4| respondent 72.17
5| Business inherited 1.89

N=224 for all except n=223 for Marital status
**_Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).

Table 3 Factor Analysis: Capital Structure Decisions

Item Factor 1 | Factor 2 (18.68%)
(27.2%) Professionals
Business
Partners

Leading Institutions .696

Banks .636

Owners -.624

Family -.594

Legal 764

Financials .680
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An entrepreneur’s knowledge base develops through
collecting information, personal events, education, and work
experience, as well as gaining exposure to entrepreneurial
activities within the community (Welsh et al. 2014). Emirati
women entrepreneurs seek advice for starting a business. However,
majority of the respondents relied on their own savings, loans from
family and friends. UAE State Bank and international lending
agencies were other popular choices for sourcing loans. They also
seek advice from potential business partners who may provide not
just advice before the start of the business but also financial capital
and advice during the operations of the business.

A growing positive trend was observed in case of legal and
financial mentors who provide professional information that are
useful in the business startup and growth. The findings are in
congruence with the previous country specific reports (EI-Sokari et
al. 2013; CAWTAR, 2013) which stated that UAE business
women out of 6 MENA countries scored the highest rate in
training on learning about new markets, learning about technology,
business management, financial management, and meeting with
other women business owners. However, the female Emirati
entrepreneurs considered financial management skills as a crucial
factor for their overall success.

Recent research in the MENA context suggest that the
reliance on formal ties and close acquaintances for new venture
ideas and source assembly is a well-documented behavior among
high-context cultures such as the UAE (Huang et al. 2013). Hence,
the UAE private and public advisory services should restructure in
order to specifically deal with the Emirati women related issues
and to offer better solutions. The UAE-based financial institutions
should develop a different style for dealing with Emirati women-
owned businesses at different stages and promote higher
accessibility and supportive procedures.
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Table 4 Factor Analysis: Institutional Factors

Item Factor 1 | Factor 2 | Factor 3
(42.72%) (9.81%) (6.75%)
Infrastructure | Resource Marketing

constraints training

Location .810

Parking 810

Awareness of | .764

procedural

changes

Lack of clarity in | .748

policies

Management .670

Electricity .660

Recordkeeping .654

Taxes .651

Foreign exchange | .642

Transportation 596

Registration 574

Economy .502

Competition 795

Long term capital .699

Employees 573

Bureaucracy 529

Marketing training .880

It was found that Emirati women entrepreneurs consider
infrastructure factors such as location, parking, awareness of
procedural changes, and lack of clarity in policies as dominant
UAE factors that affect their business operations in the UAE.
Despite of government support, UAE women complained of the
insufficiency of proper training and education in finance and
management which proved to be a hindrance in their business
success. Apparently, some women entrepreneurs were unaware of
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the support and coaching available through various syndicates and
government-backed non-profit organizations (ltani, Sidani and
Balbaaki, 2011). The findings are in alignment with the previous
researches (McElwee and Al-Riyami, 2003; Mathew, 2010; Al-
Alak and Al-Haddad, 2010; Jamali, 2009; Ahmad and Xavier,
2011; CAWTAR, 2013) done in the UAE/Middle Eastern context.
They reported that various factors affecting the entrepreneur in the
Middle East Region are: access to finance, access to land, labor
regulations, lack of structured framework, lack of support
providers, networking, transportation and unavailability of skilled
workers.

Table 5 Factor Analysis: Business Success Factors

Item Factor 1 | Factor 2 | Factor 3
(40.99%) (11.78%) (5.66%)
Management Factor Reputation
skills & | Inputs
Customer

Brand reputation .815

Customer service .796

Marketing .796

Recordkeeping .720

General Management | .706

Charisma .689

Hard work .622

Family support 561

Experience 561

Customers 517

Location .502

Community .805

Involvement

Personnel .626

Capital .609

Training 563

Government 525

Goodwill .867

Honesty .861
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| Political Involvement | | | 566

Emirati women entrepreneurs consider 3 main factors that
will affect the success of their businesses. Of these, the first factor
(management skills and customer support) seems to dominate,
with the factor explaining 40.99% of the variance. Therefore,
factor inputs (personnel, capital, training, Government) and
reputation factors are important, but they are balanced with
management skills and customer support.

Table 6 Factor Analysis: Problems in being self-employed

Item Factor 1 | Factor 2 | Factor 3
(42.72%) (9.81%) (6.75%)
Efforts to | Monitoring Inadequate
manage risk-return
tradeoff
Too much work .834
Responsibility 816

No time for family | .805

Difficult customers | .650

Stress .626

Difficulty in hiring | .509
and retaining
employees

Fear of crime .264 778

Dealing with .583
government
bureaucracy

Too little time .334

Fear of risk 924

Not using my skills 913
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The major problem that the Emirati women entrepreneurs
faced in being self-employed were the efforts to manage such as
too much work, responsibility, no time for family with the factor
explaining 42.72% variance. This was followed by monitoring and
inadequate risk-return tradeoff. The findings are in alignment with
the previous research done by Naguib and Jamali (2015) who
found that business women in the UAE recognized the complexity
of balancing multiple responsibilities. They referred mostly to the
work — family balance, the feeling of guilt for giving less time and
attention to the family and children. This resulted in, according to
the participants, psychological stress accompanied with intense
physical exhaustion associated with handling multiple tasks
simultaneously.

White, Cox, and Cooper (1997) also found that, many
successful women undergo role conflicts which may lead to an
extended period of identity diffusion and missed opportunities.
Women burdened with family responsibilities have less time for
learning and/or exploring business prospects. Procuring and
preserving a suitable equilibrium amid the home and business
domains of their lives is a perpetual challenge for the majority of
the female entrepreneurs irrespective of national and cultural
context (Duberley and Carrigan, 2012; McGowan et al., 2012;
Mari et al. 2016).

The fear of failure and the dearth of self-confidence were
stated as factors that inhibit the women entrepreneurial activities.
Self-employment was regarded as a last option by the female
entrepreneurs (Catley, 2000; Deakins and Whittam, 2000). The
findings are in alignment with El-Sokari et al. (2013) who reported
that Emirati women discontinue their businesses due to various
reasons such as selling opportunity, non-profitable business,
alternative opportunities, and personal reasons. The high
percentage of women citing personal reasons could be due to
familial commitments or reasons due to a cultural nature linked
with high uncertainty avoidance. It is evident that there is a great
need for enhanced support for a more conducive entrepreneurial
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eco-system and increased effort in fostering an entrepreneurial
culture among Emirati women.

CONCLUSION, LIMITATIONS AND SCOPE FOR FUTURE
RESEARCHES

The female entrepreneurship issue in the UAE is virtually
important for the survival and development of its female
population. Emirati female entrepreneurs wish to be independent
and maintain control over their businesses. Hence, they prefer
internal funding to external funding sources. The findings are in
alignment with the previous researches (Yazdanfar and Ohman,
2016).

The study revealed that the Emirati women now seek
advice for their startups and find it easier to raise finance for their
startups, particularly from banks. Given the significant role that
bank lending plays in providing finance to entrepreneurs, it is
important to gain a better insight into the extent of startup advice
to female entrepreneurs within the UAE. The research outcomes
will expand our understanding of Emirati female owned SMEs
funding behavior. The findings provide fresh insight into the
various issues affecting women entrepreneurs. There are various
barriers hindering them in becoming successful entrepreneurs.
Among these are: access to finance, limited management/customer
support skills, limited training and support services, lack of
business networking, location, parking, awareness of procedural
changes, lack of clarity in policies etc. Specific training
programmes may be developed to suit the need of these women
entrepreneurs.

The policy makers should facilitate the Emirati women
entrepreneurs to access various sources of capital, and also extend
support services and opportunities to the Emirati women.
Initiatives aimed at increasing female participation in
entrepreneurship are thus an important strategy for economic
development in the UAE. As the data was collected only from Abu
Dhabi Emirate, it is suggested that further research into the
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business success factors and problems being self-employed of
Emirati women in other Emirates should be explored. As female
entrepreneurship is increasingly becoming an important
contributor to economic growth, it is highly advisable to conduct
further studies to examine the reasons to lower participation rates,
intentions, and the reasons related to business discontinuance
amongst the Emirati female population.
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