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LET'S GET TO KNOW

ABOUT

This paper examines the relationship of CEO education and
experience with the dynamic capital structure (DCS) using the target
leverage and speed of adjustment (SOA) models.

DESIGN/METHODOLOGY/
APPROACH

The sample of the study is 100 Indonesian firms. This study
applied the System Generalised Method of Moments (SYS-
GMM) to the target leverage model and Ordinary Least
Squares bootstrapped standard errors to the speed of
adjustment model.

FINDINGS/EXPECTED FINDINGS

First, the target leverage model with the inclusion of CEO
characteristics yielded a 22% of the SOA towards target
leverage. CEO education and experience show a positive
relationship with the target leverage. Second, the result
reveals that the improvement of CEO education and
experience by one standard deviation led to an increase in the
SOA by 3.37% and 0.17%.

ORIGINALITY/VALUE/
CONTRIBUTION

First, unlike the past empirical model, this study explicitly
investigates the impact of CEO education and experience to
the firms' target leverage and SOA towards target leverage.
Second, the study findings are more superior to previous
empirical findings, in which we show the exact magnitude of
CEO education and experience (with a speed of 3.45% and
0.19%, respectively) moved towards the target leverage.
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