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Sharon Zunckel (South Africa), Celani John Nyide (South Africa)

CAPITAL STRUCTURE OF SMALL,
MEDIUM AND MICRO
ENTERPRISES: MAJOR FACTORS
FOR A DEVELOPING ECONOMY

Abstract

Managing capital structure is an imperative decision made by all firms. The manner in
which financing is organized is a strategic financial decision and managers must settle
on the amount of debt in relation to equity that it requires to maintain. Despite many
empirical studies investigating the choice of capital structure for large corporates, min-
imal research has been conducted on capital structure decisions in small, medium, and
micro enterprises (SMMEs). This study identifies major factors influencing the capital
structure of SMME:s in a developing economy and enlightens owners/managers on the
importance thereof. This investigation used a quantitative research approach, which
was cross-sectional. A convenience sampling method was adopted, and data were col-
lected from 136 respondents, only confined to the retail and whole sector, which is
the second largest sector in KwaZulu-Natal, South Africa. The partial least squares
structural equation modelling was utilized to determine the statistical results. It was
discovered that managerial factors such as individual goals and financing preference of
the owner/manager, network ties, attitude to debt, maintaining control and asymmet-
ric information; and firm-level factors such as size of the firm, profitability and firm
age are major factors that influence the capital structure of SMMEs. Therefore, capital
structure decisions are made motivated by the attitudes of the owners/managers.

Keywords capital structure, developing economy, firm-level factors,
managerial factors, SMMEs

JEL Classification  G32,121,125

INTRODUCTION

According to the International Leadership Development Programme
(2014), there appears to be inadequate support for new start-up firms
in the current retail and wholesale sectors, especially in developing
economies, particularly in terms of long-term growth and sustainabil-
ity. Abeywardhana (2015) citing Fatoki (2012) reveals that the SMME
sector in South Africa, a developing economy, is characterized by high
failure rates and about 75% of new SMMEs do not become established
businesses, which has been identified as one of the highest failure per-
centages worldwide. Agwa-Ejon and Mbohwa (2015) establish that the
main challenges facing SMMEs in developing economies relate to fi-
nancing these entities. One of the foremost sources of financing avail-
able to small firms is that of personal savings and informal loans from
friends and lenders (Taiwo, Falohun, & Agwu, 2016). Other sources
include partners, informal financial markets and banks, which would
make up the capital structure of a small business. Once the firm is
established, retained earnings become imperative to these firms, par-
ticularly SMMEs (Taiwo et al., 2016). Fourati and Affes (2013) state
that the availability of external funds is limited at the start-up stage for
newly created firms. Due to start-up firms not having collateral and
being charged high interest rates with no flexibility in the payment
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period, private banks are often perceived as inadequate financing source for start-up firms (Silva, 2015).
Due to this problem and given this difficulty, owners/managers rely heavily on internal funds.

Managing capital structure is an imperative decision made by all firms. The manner in which financing
is organized is a strategic financial decision and managers must settle on the amount of debt in relation
to equity that it requires to maintain. Popoola (2016) posits that determining the appropriate capital
structure is one of the most important decisions of the financial management. Cole and Sokolyk (2017)
established that decisions on the capital structure at the beginning of the firms’ life are extremely sig-
nificant for the survival and growth of these entities. Due to the significant financing constraints, high
risk and uncertainty faced by new small firms, the investment capability and growth of these firms are
also affected (Silva, 2015). The type of capital that a firm will use depends on the manager, the availabil-
ity of funds and the type of business and other factors such as management, firm characteristics, man-
agement and firm performance and the environment (Matias & Serrasqueiro, 2017; Nawi, 2015).

Problem statement

Due to SMMESs’ heavy reliance on internally generated funds and lack of access to external finance, these
firms experience slow or stagnant growth. According to Nawi (2015), academics have begun to ques-
tion the capital structure theories in explaining small and medium size enterprises’ capital structure. A
number of capital structure financial theories (Modigliani & Miller, 1958; Kraus & Litzenberger, 1973;
Donaldson, 1961; Myers & Majluf, 1984) have attempted to explain firm’s preferences and behavior ac-
cording to the financing choice of that firm (Mokuoane, 2016). However, Matias and Serrasqueiro (2017)
argue that capital structure theories do not fully explain the capital structure that SMMEs utilize due
to these theories’ existence before the establishment of SMMEs. Borgia and Newman (2012) also argue
that these capital structure theories disregard the role played by managers’ characteristics and attitudes,
reiterating that identifying the factors that influence the capital structure is important for SMME firms.
In addition, these capital structure financial theories explain the financing behavior of large enterprises.
This raises a need for further research in debt and equity finance for SMMEs (Mokuoane, 2016).

The aim of this study is to identify factors influencing the capital structure for the survival and growth
of small, medium and micro enterprises in a developing economy.

Objectives: 1) to establish factors that influence the capital structure used by SMME:s in a developing
economy; 2) to suggest a capital structure that will seek to address financing challenges facing SMMEs
in a developing economy.

1. LITERATURE REVIEW

debt and equity that makes up the liability section
of a firm’s balance sheet, often known as ‘leverage’.
The difference between debt capital and equity cap-
ital is that debt capital lenders do not become part
owners of the firm, while equity capital suppliers
can become part owners. Debt capital lenders are
creditors who only receive fixed annual payments

1.1. Capital structure defined

Capital structure is defined by Gitman, Smith, Hall,
Makina, Malan, Marx, Mestry, Ngwenya, and
Strydom (2016) as the mixture of long-term debtand

equity sustained by the firm. Popoola (2016) further
expounds on the definition of capital structure as
“the relationship between equity, preference share
and debt capital”. Nirajini and Priya (2013) concur
with Gitman et al. (2016), stating that capital struc-
ture is a mix of financing approaches utilized by a
firm. Capital structure also refers to the extent of
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from the finances supplied. Debt may be short-term
or long-term (Maina & Ishmail, 2014). According
to Gitman et al. (2016), the firm can acquire equity
capital either internally through retained earnings
or externally by selling a certain percentage of own-
ership from the firm, which results in these equity
capital suppliers becoming part owners. Another
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difference between debt capital and equity capital
noted by Gitman et al. (2016) is that equity capi-
tal is a permanent source of financing, while debt
capital has a maturity date. From the term ‘capital
structure’ has emerged ‘optimal capital structure’.
Defining the optimal capital structure is an essen-
tial and imperative decision. The ultimate goal of a
financial manager is to maximize the shareholders’
wealth, that is increasing the share price of the firm
by ensuring an optimal mix of debt and equity in
the firm.

According to Taiwo et al. (2016), one of the fore-
most sources of financing available to small firms
is that of personal savings and informal loans from
friends and lenders. Other sources include part-
ners, informal financial markets and banks, which
would make up the capital structure of a small busi-
ness. Once the firm is established, retained earn-
ings become imperative to these firms, particular-
ly SMMEs (Taiwo et al., 2016). Fourati and Affes
(2013) state that external funds are not available at
the start-up stage for newly created firms. Due to
this problem and given this difficulty, owners/man-
agers rely heavily on internal funds. Ebiringa (2011)
posits that external financing sources for start-up
firms are limited to bank loans and trade credit and
when these firms rely less on bank loans, they turn
to leasing. Cotei and Farhat (2017) state that at the
start-up stage, owners/managers rely on internal
equity capital such as personal savings, funds from
friends and family and personal debt. Elomo (2014)
points out that start-up firms can finance the en-
tity by using trade credit and leasing. Borgia and
Newman (2012) posit that having a good relation-
ship with managers from other firms also provides
with better access to resources, which may allow
access to informal sources of funds. Borgia and
Newman (2012) citing Xiao (2011) established that
informal financial sources, such as individuals and
employees, were essential and these sources have
become a vital part of the financial infrastructure
for the private sector in China, although these may
not be reflected on the statement of financial po-
sition. In financial literature, external finance is
widely recognized as including both debt and eq-
uity. These finances are crucial for small firms to
survive and grow. According to Ogubazghi and
Muturi (2014), SMME:s face difficulty in accessing
external equity due to the inefficient external equity
market of developing countries.
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1.2. The determinants
of capital structure

According to Gwatidzo, Ntuli, and Mlilo (2016),
significant research has been disbursed in acquir-
ing a superior understanding of firms’ financing
decisions. Onaolapo, Kajola, and Nwidobie (2015)
explain that “there is no consensus in the deter-
minants of capital structure for developed and
developing countries” due to the adoption of dif-
ferent methodologies and choices in time frame.
Handoo and Sharma (2014) state that realizing
the correct capital structure to support its oper-
ations and ventures has tested academics and ex-
perts alike and the capital structure choice is the
most vital financial outline issue of a firm. This
period has seen many forms of firms starting to
over-leverage, which is self-imposed by the man-
agers of these firms, as they make the decision on
how much debt to take on.

A study conducted by Handoo and Sharma (2014)
examined 870 companies in India to establish
which factors influence capital structure choices,
especially with India’s emerging economy using
firm-specific data. The firm-level factors such as
profitability, growth, asset tangibility, size, cost
of debt, liquidity, financial distress, rate of taxa-
tion, debt servicing capacity and age of firms were
investigated. The findings of the study reveal that
profitability, growth, asset tangibility, size, tax rate,
debt serving produced a significant impact on to-
tal debt, while cost of debt, liquidity, financial dis-
tress and age do not substantially have an impact
on total debt. Their study concluded that capital
structure management becomes a “balancing act”
and firms must make a trade-off between finan-
cial flexibility and financial discipline (Handoo &
Sharma, 2014).

Chipeta and Deressa’s (2016) study assessed the ef-
fect of firm-level factors on the dynamics of the
capital structure of 12 Sub-Saharan African coun-
tries. The study included country-specific factors
by carrying out panel data estimate techniques on
a set of 412 firms over the period 2008-2012. The
firm-level factors investigated were “size, growth,
profitability, tangibility, risk and tax, while the
country-specific factors are rule of law, control of
corruption, legal rights index, contract enforce-
ment days, cost of enforcement, stock market cap-
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italisation to GDP, private sector credit to GDP, re-
al GDP and real interest rate” (Chipeta & Deressa,
2016). The findings of the study established size to
be “positive and significant” for 50% of the coun-
tries which form part of the sample, while growth
was only significant for 25% of the countries that
were sampled. Profitability was found to be nega-
tive and statistically significant for 11 of 12 firms,
which confirms the pecking order financing theo-
ry (consistent with Thippayana, 2014). Asset tangi-
bility indicated mixed results across the countries,
with South Africa showing a “positive and signifi-
cant correlation between asset tangibility and lev-
erage” (Chipeta & Deressa, 2016). The afore-men-
tioned result is coherent with the theory that
“firms with tangible assets will be less exposed to
potential costs of financial distress” (Thippayana,
2014). This is dissimilar to the notion that com-
panies endowed with assets that constitute a high
collateral value will possess high debt ratios. In
terms of risk, South Africa and Tanzania displayed
statistically significant and negative coeflicients,
suggesting that highly volatile earnings relate to
“lower leverage for firms in these two countries,
while tax was also found to be statistically signifi-
cant for firms in a third of the sampled countries”
(Chipeta & Deressa, 2016). Onaolapo et al. (2015)
investigated the determinants of corporate capi-
tal structure using published annual reports that
meet the Nigerian Companies and Allied Matters
Act 2004, Nigerian Stock Exchange (NSE) and
Securities and Exchange Commission over the
period 2006-2012, using pooled ordinary least
squares to estimate the coefficient of six firm-spe-
cific determinants: “profitability, asset tangibility,
growth opportunities, size, non-debt tax shields
and dividend pay-out”.

1.3. Factors influencing the capital
structure used by SMMEs

A study by Nawi (2015) investigated the factors
of capital structure in SMMEs in Malaysia and
their influence on performance. The study exam-
ined the factors influencing the capital structure
of small businesses, including owner/manager
traits, firm characteristics, management perfor-
mance, external factors and ethnicity. The deter-
minants investigated in the study were “owner’s
age; race (ethnicity); education and experience;
attitude; perceptions and beliefs; relationship
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and networking; objectives and goals; firm’s
age; firm’s size; profitability; asset structure;
business planning; and environment” (Nawi,
2015). Capital structure was measured using re-
tained earnings, funds from friends and families
and debt. The study had a sample of 384 firms
(67% sole proprietorship, 13% partnership and
20% limited liability), using a mixed method
approach, with the main study using question-
naires. Semi-structured interviews were conduct-
ed at the preliminary stage to explore issues and
finalize questionnaires (Nawi, 2015). Although
limited research has been conducted on owners’
preferences, views and attitudes influencing their
financing decisions, the study included manage-
ment preference in terms of risk propensity, con-
trol aversion and culture norm (Nawi, 2015; Mac
an Bhaird & Lucey, 2014). According to Hilgen
(2014), the essence of culture is the way people
think, feel and act, which can be distinguished
through behavioral patterns, values, beliefs and
assumptions.

The results showed that “all firm characteristics
were found to be significant in at least one of the
sources of finance” (Nawi, 2015). Retained earn-
ings were found to be “positively associated with
firm’s age and profitability and inversely related to
business planning and asset structure”; however,
in relation to funds from friends and family, firm’s
age and business planning were negatively related
(Nawi, 2015). Debt financing was found to be “pos-
itively associated with business planning and asset
structure, but negatively associated with firm age
and profitability”; on the other hand, external eq-
uity was “positively associated with firm size and
business planning and negatively related to profit-
ability” (Nawi, 2015).

Owners’ ethnicity, networking and relationships
and attitudes to debt were found to influence
Malaysia’s small business capital structure, with
the owner’s age and education having no influ-
ence (Nawi, 2015). The overall results indicate
a nil signal that links capital structure decisions
with the education and experience of firm own-
ers. The findings also revealed that “managerial
factors, firm characteristics, management perfor-
mance and environment relate to all types of cap-
ital structure”, supporting the pecking order the-
ory (Nawi, 2015).
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In addition, a study conducted by Matias and
Serrasqueiro (2017) analyzed capital structure fac-
tors connected “to the firm’s intrinsic characteristics”.
The study investigated the possible presence of dis-
similarities in the structure of capital and ‘firm-lev-
el’ factors of SMMEs across the country. Matias and
Serrasqueiro (2017) agree with other studies that the
modern financial theories are deficient in expound-
ing on the decisions taken to influence the structure
of capital of small, enterprises as these theories are
based on the decision making of maximizing the
firm’s value. Although there has been large-scale sci-
entific research on the connection between the value
of a firm and the capital structure, there seems to be a
lack of shared understanding and agreement among
scholars (Vo & Ellis, 2016). The study examined the
period between 2007 and 2011 for 11,016 sample
companies’ financial data, which were provided by
the Bureau van Dijik, covering seven Portuguese
regions. The study focused on the following factors:
size, profitability, age, asset tangibility, growth and
debt (Matias & Serrasqueiro, 2017). The findings re-
vealed that Portuguese owners/managers fund small
firms with a larger portion of debt rather than eq-
uity, which was observed in all regions (Matias &
Serrasqueiro, 2017).

The results showed that the average size was com-
paratively alike in the diverse regions, with a ma-
jor difference in two regions. Profitability averaged
around 5%, with firms in the Lisbon region being the
most profitable. In addition, it was reported that “the
relationships between size and debt (short, medium
and long-term) were positive and statistically signif-
icant for the majority of the regions for the sample”
(Matias & Serrasquerios, 2017). Profitability and long
and medium-term debt were found to be negatively
related, with only two regions found not to be statis-
tically significant. The association between firm age
and debt was discovered to adversely affect total debt
and short-term debt, while it was found to positive-
ly affect medium-term debt. Age was found to best
explain the level of short-term debt in four regions.
Tangible assets were found to positively affect levels

Table 1. Construct reliability and validity

of total debt and long-term debt, but negatively af-
fected short-term debt.

2. RESEARCH METHODOLOGY

This study adopted a quantitative approach and
was cross-sectional. Cross-sectional research in-
cludes the accumulation of data in excess of one
case at a single point in time (Bryman & Bell, 2014).
According to Sekaran and Bougie (2011), cross-sec-
tional studies consider data that are assembled once,
maybe over a period of days, weeks or month, to an-
swer the research question. A survey questionnaire
was viewed as most suitable in this study. The ques-
tions consisted of dichotomous, multiple-choice
and Likert scale questions. The questionnaire had
closed-ended questions. Data entry was undertak-
en using the computer software program PLS-SEM
5.0 for data analysis. Composite Reliability (CR)
was used to estimate the consistency of individual
responses to items within a scale (Shin, 2009). CR of-
fers a retrospective method of the overall reliability
measure of a factor in the questionnaire. It approx-
imates the consistency of the factor itself, the stead-
iness and uniformity of the factor (Roca, Garcia, &
De La Vega, 2009; Suki, 2011). As shown in Table
1, all values of CR and Cronbach’s alpha (CA) co-
efficient met the commended threshold of 0.70 to
indicate good reliability for the factors (Fornell &
Larcker, 1981; Henseler, Ringle, & Sinkovics, 2009;
Bagozzi & Yi, 2012). The value with an asterisk (*) of
0.490, together with the corresponding consistent
reliability coefficient (tho_A), were, however, sus-
pect, but were maintained to ensure face consisten-
cy for the rest of the factors (Henseler et al., 2009).

AVE is largely recognized as the measure of conver-
gent validity for measurement models. According
to Henseler et al. (2009), the AVE “establishes the
amount of variance that a factor captures from its
measurement items”. Suki (2011) states that dis-
criminate validity is a test that measures reliability
and it is the degree to which a known theory is sig-

Factors . Cronbach’salpha | rho_A | Composite reliability | Average variance extracted (AVE)
CapStrFirm 0.490* 0.497* 0796 : 0.662
CapstrSurGrth 0.851 1.005 0.904 0.761
FininfoFirm_ o7 0.877 0826 0.548
InfoFirm 1.000 1.000 1.000 1.000
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Table 2. Discriminant validity: Fornell-Larcker criterion

Factors CapStrFirm CapStrSurGrth FinInfoFirm_ InfoFirm
CapstrFirm ..o813 b : - : -
CapStrSurGrth -0.302 0.872 -
FinInfoFirm_ 0.078 0.069 0.740
InfoFirm 0.017 0.126 0.129

nificantly different as compared to other theories. A
commonly used test for discriminant validity is to
contrast the AVE with the interrelated squared root
(Ibrahim & Shiratuddin, 2015; Fornell & Larcker,
1981). To pass this test, the AVE of a theory must
be higher than the square root of the inter-factor
relationships (Fornell & Larcker, 1981). In other
words, when displayed in diagonal format, the di-
agonal values should surpass the inter-factor corre-
lations to prove discriminant validity. As evidenced
from Table 2, the diagonal values in bold exceed the
inter-factor correlations. It can therefore be con-
cluded that discriminant validity was acceptable.
Therefore, the measurement scales have enough va-
lidity and demonstrate high reliability.

3. RESEARCH FINDINGS

3.1. Factors affecting financing
decisions

Figure 1 shows factors affecting financing deci-
sions. These are discussed below.

3.2. Attitude to debt

Figure 1 displays which factors are important
when respondents are making financial decisions
for the firm. From the figure above, it is seen that
majority of respondents (75%) indicated that atti-
tude towards debt is either an important or very
important factor when making financial decision
for the firm. On the other hand, 13% gave a neu-
tral response. Only 2% indicated that attitude to-
wards debt is not important and 10% do not con-
sider attitude towards debt being important at all.
The study claims that attitude to debt is an impor-
tant factor that influences the financing decisions
for the firm. The results also confirm a study by
Nawi (2015) that discovered that the traits of the
owner in terms of attitude to debt were an impor-
tant factor in the financing choice for the firms.

3.2.1. Culture norms

Figure 1 indicates that 68% of respondents indi-
cated that culture norms are either important or

I 50%

Attitude to debt
2%

35%
13%

I 10%

I 25%

43%
Culture norms 14%
. 6%
I 12%
[, 36%
34%
Close relationship with lender/supplier 7%
P 10%
I 13%
0% 5% 10% 15% 20% 25% 30% 35% 40% 45%
M Very important Important Neutral ~® Notimportant B Notimportant at all

Figure 1. Factors affecting financial decisions

http://dx.doi.org/10.21511/ppm.17(2).2019.09
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very important to the financial decisions for the
firm and 14% indicated a neutral response. Only
6% of the respondents indicated that culture
norms are not an important factor affecting the
financial decisions for the firm and 12% indicat-
ed that culture norms were not important at all.
Hilgen (2014) states that cultural influences have
been recognized to be an important factor for the
firms. The findings correlate with Nawi (2015) that
culture norms are the most important factor to fi-
nancing decisions for the firm.

3.2.2. Close relationship with lenders/suppliers

The factor of having a close relationship with
lenders/suppliers indicated in Figure 1 shows
that 70% of respondents consider this as either
important or very important factor to the finan-
cial decisions for the firm and 7% indicated a
neutral response. Only 10% of respondents in-
dicated that having a close relationship with the
lender/supplier is not an important factor when
financial decisions for the firm are made and
13% indicated that this factor was not impor-
tant at all. These results reveal that close rela-
tionship with lenders/suppliers is important to
the financial decisions for the firm. According
to Nawi (2015), the relationship with outsiders
plays a key role in shaping financial decisions.

I 17%

12%
I 15%
I 15%

External stakeholders

3.3. Factors likely to influence
the firm’s capital structure

Figure 2 illustrates the factors, which are likely to
influence SMMESs’ capital structure. These factors
include external stakeholders, profitability of the
firm, size and age of the firm.

3.3.1. External stakeholders

In Figure 2, a little above 58% of respondents in-
dicated that they agreed that external stakeholders
are likely to influence the capital structure of the
firm, 12% neither agreed nor disagreed, and 30%
indicated that external stakeholders are not likely
to influence the capital structure of the firm. These
findings indicate that external stakeholders are
likely to influence the capital structure of SMMEs.

3.3.2. Profitability of the firm

From Figure 2, the majority of respondents (97%)
indicated that they agreed that profitability was like-
ly to influence the firm’s capital structure and 3% of
respondents disagreed with this statement. These
result reveal that profitability is likely to influence
the firm’s capital structure. According to Chipeta
and Deressa (2016), firm profitability was found to
be the most significant factor of capital structure.

41%

Iy 50%

47%
Profitability of the firm = 0%
B 1%
2%
I 3%
52%
Size of the firm 1%
. 6%
%
[ 38%
55%
Age of the firm 0%
s 4%
3%
0% 10% 20% 30% 40% 50% 60%
B Strongly agree Agree Neutral ™ Disagree M Strongly disagree

Figure 2. Factors likely to influence firm’s capital structure
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3.3.3. Size of the firm

Figure 2 shows that the majority of respondents
(86%) indicated that they agreed that the size of the
firm is likely to influence the capital structure of the
firm, 13% of respondents disagreed with this state-
ment; and 1% neither agreed nor disagreed. These
results reveal that the size of the firm is likely to
influence the firms’ capital structure. Thippayana
(2014) established the size to be significant for half
of the sampled countries in the study.

3.3.4. Age of the firm

From Figure 2, the majority of respondents (93%)
agree that the age of the firm is likely to influence
the firm’s capital structure. Only 7% of respondents
disagreed that the age is likely to influence the firm’s
capital structure. These result reveal that the age of
the firm is likely to influence the firm’s capital struc-
ture. According to Bassey, Arene, and Okpukpara
(2014), size is important for firms in securing long-
term debt.

4. RECOMMENDATIONS
4.1. Recommendations for SMMEs

Findings revealed that the owner’s/manager’s
attitude to debt has an influence on the finan-

Problems and Perspectives in Management, Volume 17, Issue 2, 2019

cial decisions for the firm. Therefore, owners/
managers need to determine whether the atti-
tude they have towards debt is hindering the
firm from acquiring debt, which can assist it
to finance the growth aspirations of the owner/
manager. The study recommends that owners/
managers build a relationship with lenders to
better understand the benefits and difficulties
of using debt for the firm and the owner/manag-
er. This exercise can better assist owners/man-
agers to make more informed decisions with re-
gard to debt, not basing financing decisions on
their attitude, while providing managers with
the financial assistance they require to grow
and for SMME survival.

4.2. Recommendations
for future research

The current study was limited to the retail and
whole sector, which is the second largest sector
in KwaZulu-Natal. Hence, this study recom-
mends that future studies should include oth-
er sectors to determine whether SMME capital
structures are influenced by similar factors. A
comparative study is also recommended of
SMME in different regions and countries to en-
rich an understanding of SMMEs capital struc-
ture patterns.

CONCLUSION

The sample was restricted to retail and wholesale SMMEs located in Durban, KwaZulu-Natal, South
Africa. Considering that the study only focuses on SMMEs in Durban, the findings can be generalized
with care to SMMEs in other developing markets, as the conditions and characteristics may differ con-
siderably. The study also used structured questionnaires.

The results of this study have implications on the capital structure theories. The key theories of capital
structure are the trade-off theory and pecking order theory, which are based on firm-level factors. The
findings of the study revealed that both managerial and firm-level factors affect the capital structure.
Current empirical findings suggest that SMME owners/managers utilize internally generated funds in
the capital structure. Findings revealed that traditional capital structure theories may not clarify the
financing conduct of SMMEs. Capital structure decisions are made by owners/managers of SMMEs,
driven by the attitudes of these owners/managers.
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