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The research aims to know the determinant of capital structure. Population
in this research is property and real estate company listed in Indonesia Stock
Exchange period 2012-2016. The sample in this research is determined based
on purposive sampling which is a sampling technique based on certain criteria.
Companies that meet the criteria of the sample are 30 companies with research
period for 4 years, so obtained the data of 150 observations. The analysis used
was multiple linear regression analysis which was preceded by panel data mod-
el selection and classical assumption test. The result of random effect model
regression test shows that profitability and liquidity have a significant negative
effect on capital structure, while asset growth has a significant positive effect on
capital structure, but the firm size and asset structure had no significant positive
effect on capital structure.

Abstrak

Penelitian ini bertujuan untuk mengetahui faktor-faktor yang mempengaruhi struktur
modal. Populasi dalam penelitian ini adalah perusahaan property and real estate yang
terdaftar di Bursa Efek Indonesia tahun 2012-2016. Sampel dalam penelitian ini di-
tentukan berdasarkan purposive sampling yaitu teknik pengambilan sampel berdasrkan
kriteria tertentu. Perusahaan yang memenuhi kriteria sampel sejumlah 30 perusahaan
dengan periode penelitian empat tahun sehingga diperoleh data sebanyak 150 observasi.
Analisis yang digunakan adalah analisis regresi linear berganda yang didahului pe-
milihan model data panel dan pengujian asumsi klasik. Hasil uji regresi random effect
model menunjukan bahwa profitabilitas dan likuiditas berpengaruh negatif signifikan
terhadap struktur modal, sedangkan pertumbuhan aset berpengaruh positif signifikan
terhadap struktur modal, namun ukuran perusahaan dan struktur aktiva berpengaruh
positif tidak signifikan terhadap struktur modal.
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INTRODUCTION

The increasingly competitive business
competition is unavoidable. Therefore each com-
pany is expected to continue to grow and main-
tain its competitive edge. The company’s deve-
lopment efforts is a problem for any company, as
it concerns the fulfillment of the necessary funds
(Hendratmoko & Laily, 2017).

The amount of capital required for each
company will vary according to the size of the
company (Haruman, 2008). There are two sour-
ces of financing that can be used by the company,
which is a source of financing that comes from
within the company itself (internal financing)
and the source of financing comes from outside
the company (external financing). The perspec-
tive pecking order theory explains that the com-
pany is more likely to choose the funding comes
from internal rather than external.

The financial manager in charge of mana-
ging the funds necessary to consider the use of
funds and decision-making fulfillment of funds
to achieve its goals which have been set (Riyan-
to, 1995). The company’s goal is basically to ma-
ximize the welfare of the owners (shareholders)
through a decision or investment policy, finan-
cing and dividends are reflected in stock prices
in the capital market. The higher the stock pri-
ce means the welfare of the owners is increasing
(Maftukhah, 2013).

One of the most important decisions fa-
cing financial managers in relation to the fulfill-
ment of the decision of the fund is financing de-
cisions or decisions of capital structure, which is
a financial decision relating to the composition
of debt, preferred stock and common stock to
be used by the company (Indriani & Widyarti,
2013). Managers must be able to determine the
appropriate source of funding for running and
developing the company’s investment activities
and operational (Nisak & Ardiansari, 2016).

The decision determining the capital struc-
ture is important because of the determination of
capital structure associated with the development
of capital costs. Determination of the optimal ca-
pital structure makes the company run effectively
and efficiently by minimizing the cost of capital
(Thesarani, 2016). Decision capital structure or
financing decisions that are not carefully and will
lead to high cost of capital received by the com-
pany as well as threaten the company’s financial
position (Insiroh, 2014).

In making capital structure decisions,
companies need to consider and analyze the
combination of the sources of funds that will be

used (Ridloah, 2010). The right combination in
the selection of the chosen capital structure will
be able to produce an optimal capital structu-
re that is able to be a strong foundation for the
company to run its production activities and can
bring optimal benefits for the company and its
shareholders (Sari & Haryanto, 2013).

According to Firnanti (2011), the optimal
capital structure is a condition in which a com-
pany can use a combination of debt and equity
is an ideal that is balancing the company’s value
and the cost of its capital structure. According to
Widodo and Djawahir (2014), the optimal capital
structure can be achieved if the weighted average
cost is low.

The problem of capital structure is an im-
portant issue for any company, for good and bad
capital structure of the company will have a di-
rect impact on the financial position of the com-
pany (Bambang, 2001). In addition, according to
Nugraha (2013) changes in the company’s capi-
tal structure will affect the level of risk faced by
the company in the capital. Therefore, in setting
the company’s capital structure need to consider
various factors that influence it. With the factors
that affect the company’s capital structure be-
comes important as a basis for determining the
composition of the company’s capital structure.

According to Brigham and Houston,
(2006), there are several factors that affect the
capital structure including stability sales, as-
set structure, operating leverage, profitability,
growth rate, tax, control, management attitude,
the attitude of lenders and donor agency ratings,
market conditions, the company’s internal condi-
tions and financial flexibility. This study will be
discussed factors affecting the company’s capital
structure decisions among other things: profitabi-
lity, size firms, asset growth, asset structure and
liquidity.

According to Indriani and Widyarti (2013),
ROA increase will allow the increase in retained
earnings, so the equity component will be inc-
reased so that the ratio of debt to decrease. This
is in line with the pecking order theory which has
the first funding preference with internal funds
in the form of retained earnings, thus increasing
equity component. However, there is the fact that
when ROA increased DER also increased, it hap-
pened in 2013 and when ROA decreased DER
also decreased which occurred in 2014 and 2016.
According to Noor et al. (2015) profitability has a
significant negative effect on the capital structure
while according to Nugroho (2014) profitabili-
ty has a significant positive effect on the capital
structure.
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Table 1. The average capital structure, profitability, company size, growth assets, structure and liquid-
ity assets in property and real estate company listed in Indonesia Stock Exchange year 2012-2016

variables Year

2012 2013 2014 2015 2016
Debt to Equity Ratio (DER) .740 .763 747 745 707
Return on Assets (ROA) .055 .070 .068 .084 .052
Firm Size (SIZE) 27.152 27.408 27.534 27.875 27.940
Assets Growth (AG) 513 487 147 .260 .071
Assets Structure (SA) 572 .587 .575 .599 .606
Current Ratio (CR) 2.315 2.445 2.765 2.907 3.687

The data from the property and real estate
company listed in Indonesia Stock Exchange can
be seen in Table 1.

Large companies generally have large sales
levels and generating greater profit level, so that
the financing needs will be met by using internal
resources (Wikartika & Fitriyah, 2017). This is in
line with the pecking order theory which has the
first funding preference with internal funds. The
higher the value of the firm size, the lower the
DER. However, there is the fact that when SIZE
increased, DER also increased which occurred in
2013. According to Nirmala et al. (2016) firm
size has a significant negative effect on the capital
structure while according to Indriani & Widyarti
(2013) firm size has a significant positive effect on
the capital structure.

Growth is defined as the annual change
in total assets. Pecking order theory states that
companies with a high growth rate will be expan-
ded by using external funds in the form of debt.
However, there is the fact that when the asset
growth has decreased, DER has increased, name-
ly in 2013 and 2015. According to Joni and Lina
(2010) asset growth has a significant negative ef-
fect on the capital structure while according to
Sari & Haryanto (2013) asset growth is not signi-
ficant positive effect on the capital structure.

When a company has a proportion greater
tangible asset, assets appraisal becomes easier so
that the problem of information asymmetry be-
comes lower. Thus, the company will reduce the
use of debt while increasing the proportion of
tangible assets (Hadianto, 2008). This is in line
with the pecking order theory which states that
the structure of assets has a negative effect on ca-
pital structure, means that if the asset structure
increased DER will also decrease. However, there
is the fact that when the SA has increased, DER
also increased which occurred in 2013 and when
SA decreased DER also experienced decreasing

that occurred in 2014. According to Kartika
(2009) asset structure has a significant positive
effect on the capital structure while according to
Hartoyo et al. (2014) asset structure has a signifi-
cant negative effect on the capital structure.

The level of liquidity describes the
company'’s ability to pay its short-term liabilities
by using current assets (Wimelda & Marlinah,
2013). Based on the pecking order theory states
that companies that have a high level of liquidity
will be less likely to use debt financing. However,
there is the fact that when liquidity increases,
DER declined which occurred in 2013. Accor-
ding to Sansoethan & Suryono (2016), liquidity
has a significant negative effect on the capital
structure while according to Ridloah (2010) liqui-
dity has a significant positive effect on the capital
structure.

Industrial property and real estate is an in-
dustry engaged in the construction of public utili-
ty buildings. Business property and real estate are
a very lucrative business opportunity in Indone-
sia. However, all countries, including Indonesia,
the industrial sector property and real estate is a
sector with characteristics that are difficult to pre-
dict and high risk. Unpredictable means, an amp-
litude of this sector has been heavily influenced by
economic growth. It also contains a high risk, this
is due to the financing or the major source of fun-
ding for this sector is generally obtained through

bank credit in the form of debt, so it needs special
attention to examine the capital structure of the
company’s property and real estate.

Based on the above description, the formu-
lation of the problem posed is whether profitabi-
lity has a significant negative effect on the capital
structure? whether the firm size has a significant
negative effect on the capital structure? whether
the asset growth has a significant positive effect
on the capital structure? whether the asset struc-
ture has a significant negative effect on the capital
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structure? and liquidity has a significant negative
effect on the capital structure?

From the formulation of the problem abo-
ve, the purpose of this study was to determine the
significant influence profitability, firm size, asset
growth, asset structure and liquidity to capital
structure.

Hypothesis Development

Profitability shows the balance of income
and the ability of firms to generate profits at
different levels of operation (Wibowo & War-
tini, 2012). Companies that have a high profit
allows for the use of retained earnings (retained
earnings) as sources of funds (Wahyuni, 2012).
According to Nuswandari (2013) companies that
have high profitability is likely to reduce debt.
This is due to the company allocates the majority
of its profits to the retained earnings that rely on
internal resources and relatively low use of debt.
According to Sari & Haryanto (2013) increased
profitability will increase retained earnings, so
the company will use funding from internal funds
in the form of retained earnings.

Brigham & Houston (2006) adds that com-
panies with high return on investment, using debt
is relatively small, because of the huge profits
meal companies will have the funds and retained
earnings that great anyway, so it will incline to
use retained earnings compared with add to the
debt. The higher profitability, the lower the ca-
pital structure. In accordance with the pecking
order theory, companies tend to be prioritized
for further use internal funds and external funds.
This is consistent with research Indriani and
Widyarti (2013) which states that the profitabi-
lity of a significant negative effect on the capital
structure.

H1: Profitability has a significant negative effect
on the capital structure.

According to Nuswandari (2013) firm size
described the size of a company, the larger the
size of a company, the greater the funds needed
by the company in running the company’s ope-
rations. Large companies generally have large
sales levels and generating greater profit level.
Large funding needs are met by the use of inter-
nal resources (Wikartika & Fitriyah, 2017). In
accordance with the pecking order theory that
prefers to use internal rather than external funds
of funds. The larger the company, the lower the
capital structure. This is consistent with research
Nugroho (2014) and Nirmala et al. (2016) which
states that firm size has a significant negative ef-
fect on the capital structure.

H2: Firm size has a significant negative effect on
the capital structure.

Growth in assets is an overview of the
company placing the funds for operating and in-
vesting activities. To increase the assets owned by
the company, both current assets and fixed ass-
ets in need of funds, where the funds can be ob-
tained through internal funds and external funds
(Firnanti, 2011). Besides According to Sari and
Oetomo (2016) companies with a high growth
rate will be expanded by using external funds in
the form of debt. Therefore the company is in a
period of high growth will tend to use more debt.
Asset growth has a positive effect on the capital
structure, as companies with a high growth rate
will depend on funds from outside the company
because of the company’s funds are not sufficient
to support a high growth rate.

In accordance with the pecking order the-
ory, if external funding is required, the company
will choose the order was first used is to choose
the safest securities, namely debt rather than sha-
res. This is consistent with research Joni and Lina
(2010) stating that the asset growth has a signifi-
cant positive effect on the capital structure.

H3: Growth asset has a significant positive effect
on the capital structure.

The company’s asset structure has an in-
fluence on the sources of financing. According to
Riyanto (1995) most industrial companies where
the majority of their capital rather than embed-
ded in fixed assets (fixed assets), will give priority
to the capital of permanent capital, capital itself,
while its debt as complementary. It is associated
with a conservative capital structure horizontal
rule which states that the amount of equity capi-
tal should be at least be able to cover the number
of fixed assets plus other assets that are harves-

ters. In line with the pecking order theory, firms
tend to be prioritized for further use internal
funds and external funds.

According to Hadianto (2008), the main
problem in the pecking order theory lies in in-
formation asymmetry. When companies have a
fixed proportion of larger assets, the valuation
of its assets to more easily so that the problem
of information asymmetry becomes lower. thus,
the company will reduce the use of debt while
increasing the proportion of fixed assets. This is
consistent with research Hamidah (2016) stating
that the asset structure has a significant negative
effect on the capital structure.

H4: Asset structure has a significant negative ef-
fect on the capital structure.
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The liquidity ratio is the level of the
company'’s ability to meet its short-term liabilities
with its current assets. Liquidity is negatively re-
lated to capital structure. In accordance with the
pecking order theory, companies that have high
liquidity will tend not to use debt financing. This
is due to the company the company with a high
level of liquidity which has a large internal fund
so that the company will be using internal funds
to finance its investment in advance before using
external financing through debt. This is consis-
tent with research Liang et al. (2014) which states
that the liquidity has a significant negative effect
on the capital structure.

H5: Liquidity significant negative effect on the
capital structure

Profitability

Firm Size

Asset Growth

Assets
Structure

Liquidity

Figure 1 Theoretical Framework
METHOD

This type of research used in this research
using quantitative methods. The method used in
this research is the method of documentation to
collect data relating to profitability, firm size, as-
set growth, asset structure, liquidity and capital
structure. Source data used are secondary data
obtained from the financial statements of proper-
ty and real estate company listed on the Indone-
sia Stock Exchange in 2012-2016. The financial
statements were obtained from the Indonesia
Stock Exchange’s website (www.idx.co.id).

The population in this study are the com-
panies property and real estate listed on the Indo-
nesia Stock Exchange in 2012-2016. Total popu-
lation in this study was 49 companies. Techniques
in sample selection using the purposive sampling.

This technique gives freedom to the researchers
so that researchers can determine the sampling in
accordance with the purpose of research (Oktavi-
lia et al., 2017). The criteria used are (a) property
and real estate company listed on the Indonesia
Stock Exchange from 2012 to 2016 (b) Vendor
actively to publish financial statements for five
consecutive in 2012 to 2016. (c) the company
does not suffer losses in 2012-2016. (d) the com-
pany does not delist and relisting on the Indone-
sia Stock Exchange between the period of 2012
through 2016. Companies that meet the criteria
for a sample of 30 company with 5 years of the
study period of 150 observation data obtained.

The dependent variable in this study is the
debt to equity ratio. While the independent va-
riables used in this study is profitability, firm size,
growth assets, structure assets and liquidity. Ac-
cording to Wachowicz and Van Horne (2007)
capital structure is the mix (proportion) long-term
financing as outlined in the debt, equity, preferred
stock and common stock. The capital structure is
formulated with:

Total Debt

DER = —————
Total Equity

Profitability ratios measure a company’s
ability to generate profits by using the resources
of the company, such as assets, capital or sale of
the company (Sudana, 2015). In this study the
profitability of proxies using ROA. According to
Sudana (2015), ROA is formulated as follows:

Earning After Tax
ROA=—F—+—F""""—
Total Assets

According to Haryanto (2014), firm size
described the size of a company that is indicated
by the total assets owned, the number of sales,
average total sales and average assets. Firm size
measured by the natural logarithm of total assets
(Yulianto et al., 2016):

Size = Ln (Total Assets)

The growth of the company shows the
company'’s ability to survive in the conditions of
competition. Asset growth shows the level of as-
set growth from the previous period (Sutrisno,
2016). According to Indrajaya et al. (2011) syste-
matically asset growth can be formulated as fol-
lows:

AG = Total Assets(t) — Total Assets(t — 1)
B Total Assets(t — 1)
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The structure of assets is the ratio between
fixed assets and total assets (Weston & Copeland,
1996). According to Seftianne and Handayani
(2011), asset structure describes the most amount
of assets that can be pledged as security (collate-
ral value of assets). According to Brigham and
Weston (2005), the asset structure is formulated
as follows:

Fixed Assets
Assets Structure = ————
Total Assets

Liquidity is the ratio used to measure a
company’s ability to pay short-term obligations
(Wachowicz & Horne, 2005). In this study, the li-
quidity proxied by using the current ratio Accor-
ding to Brigham & Houston (2014) current ratio
can be expressed as follows:

Current Assets
Current Liabilities

Current Ratio =

Data analysis techniques used in this re-
search is multiple linear regression analysis. Be-
fore performing multiple linear regression ana-
lysis, performed the selection panel data model
through the test chow, Hausman test and test
Lagrange multiplier. Furthermore, to test the
classical assumption of normality test, multicol-
linearity, heteroscedasticity test and autocorrela-
tion. Hypothesis testing is done through multiple
linear regression analysis. Multiple linear regres-
sion analysis is used to determine the effect of
profitability, firm size, asset growth, asset structu-
re and the liquidity of the capital structure. Mul-
tiple linear regression equations in this study as
follows:

Y =a+p X1 +p,X2+5,X3 +4,X4 +.X5 +pu

Table 2. Descriptive Statistics Test Results

Information:

Y : Capital Structure (DER)
o, : Constants

S : Regression coefficient

X1 : Profitability (ROA)

X2 : Firm Size (SIZE)

X3 : Asset Growth(AG)

X4 : Asset Structure (SA)

X5 : Liquidity (CR)

p : Error

RESULT AND DISCUSSION

Descriptive statistics

Based on Table 2, capital Structure (DER)
has a minimum value of 0.074, the maximum va-
lue of 2.850. The average (mean) of 0.830 and
a standard deviation of 0.485. The average va-
lue (mean) greater than the standard deviation is
0.830 > 0.485 it shows good data dissemination.

Profitability (ROA) have value amounted
minimum 0.001, the maximum value of 0.316.
The average (mean) of 0.074 and a standard devi-
ation of 0.053. The average value (mean) greater
than the standard deviation is as big as 0.074 >
0.053 it shows good data dissemination.

Firm size (SIZE) has a minimum value
of 21.693, maximum value 31.451. The avera-
ge (mean) of 27.854 and a standard deviation
of 2.757. The average value (mean) greater than
the standard deviation is 27.854 > 2.757 it shows
good data dissemination.

Asset growth (AG) has a minimum value
of -0.164, the maximum value of 1.970. The ave-
rage (mean) of 0.188 and a standard deviation
of 0.238. The average value (mean) less than the
standard deviation of that 0.188 < 0.238 then this
shows that the spread of the data is less good.

Asset structure (SA) has a minimum value
of 0.000, the maximum value of 0.846. The ave-
rage (mean) of 0.106 and a standard deviation
of 0.163. The average value (mean) less than

N Max Min Mean Std. Dev
DER 150 2.850 .074 .830 485
ROA 150 316 .001 .074 .053
SIZE 150 31.451 21.693 27.854 2.757
AG 150 1.970 -.164 .188 .238
SA 150 .846 .000 .106 .163
CR 150 8.801 .240 2.186 1.470
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the standard deviation is 0.106 < 0.163 then this
shows that the spread of the data is less good.
Liquidity (CR) has a minimum value of
0.240, The maximum value of 8.801. The ave-
rage (mean) of 2.186 and the value of a standard
deviation of 1.470. The average value (mean)
greater than the standard deviation is as big as
2.186 > 1.470 it shows good data dissemination.

Selection of Panel Data Model

The following is the result of choosing a
panel data estimation model through a chow test,
Hausman test and Lagrange multiplier test :

Table 3.Chow Test Results

Effect Test Statistics Df Prob
Cross-Section F 14.274615 (29.115) .0000
Cross Section )¢ 698189 29.000 0000

Chi-Square

Based on the result of the chow test, the
probability value of Cross Section Chi-Square <
0.05 so that the selected model is a fixed effect.

Table 4.Hausman Test Results

Test Summary Chi-Chi-Sq Df Prob
SqStatistic
Cross-Section 10.267986 5 .0680

random

Based on the result of the Hausman test,
the probability value of Cross Section Random
< 0.05 so that the selected model is the random
effect.

Table 5.Lagrange Multiplier Test Results

Hypothesis Cross-sec- Both

tion Test Time
Breusch- 128.7342 2.103465 130.8377
Pagan (.0000) (.1470) (.0000)

Based on the result Lagrange multiplier
test probability value of cross section Breusch-
Pagan < 0.05 so that model was chosen is the
random effect.

Based on the selection panel data model,
the best panel data regression model that used in
this research is the random effect model.

Normality Test
Residual data in this study is not the nor-
mal distribution, the researchers, because they

were eliminating some of the detected data, is
the data outliers. A number of preliminary obser-
vations used in this study were 150 observations.
After the elimination of the data, outlier obser-
vations amount to 127 observations. Here are the
results of tests of normality:

12

Series: Standardized Residuals
Sample 2012 2016

09 [ Obsenations 127
0.028990
0.071462
0.564469
0.528498
0.260577
0.317188
2.371250

8 Mean
Median
Maximum
Minimum
Std. Dev.
4 Skewness
Kurtosis

4.221480
0.121148

Jarque-Bera
Probability

04 02 00 02 04 06
Figure 2. Normality Test Results
Based on the Figure 2, it can be seen that
the probability of 0.12115 > 0.05 (5%) then it me-
ans that the normal distribution of data.

Heterokedastisitas Test

Table 6. Heterokedastisitas Test Results

Variables Probability
C .8682
ROA 5641
SIZE .3078
AG 3154
SA 1127
CR 3913

Based on Table 6, heteroscedasticity test
results using glejser test showed that the signi-
ficance value of all the variables is greater than
0.05 so it does not happen heteroscedasticity.

Multicollinearity Test

Table 7. Multicollinearity Test Results

ROA SIZE AG SA CR

ROA 1 107 452 219 .001

SIZE .107 1 151 084 207

AG 452 151 1 .018  -.103

SA 219 .084  .018 1 -217
CR .001 .207 -103 -.217 1
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The correlation matrix in Table 7 all cor-
relation coefficients between the independent va-
riables are under 0.90. It can be concluded that
there is no multicollinearity.

Autocorrelation Test

Autocorrelation test results obtained by
DW 0.831738. DW value will be compared with
initial DW table with a value of 0.05 with 127
observations and five independent variables (k
= 5). DU values obtained at 1.7928. DW value
for 0.831738 smaller than the upper limit (dU =
1.7928) and less than 4-dU (4 -1.7928 = 2.2072),
indicating that the autocorrelation for DW va-
lue obtained is lower than the upper limit (dU)
is 0.831738 < 1.7928. Therefore, researchers cor-
rected autocorrelation by adding lag dependent
variable Y1 that Yt-1. Here are the results of au-
tocorrelation correction:

Table 8. Autocorrelation Test Result

Durbin-Watson Durbin Watson
before Add Lag after Add Lag
.831738 1.974036

Based on Table 8, the obtained autocorre-
lation correction DW value for 1.974036. DW va-
lue 1.974036 is greater than the upper limit (dU)
equal to 1.7928 and less than 4-dU (4 - 1.7928 =
2.2072), we can conclude there is no autocorrela-
tion problem in this study.

Random Effect Regression Analysis Model

Table 9. Regression with Random Effects Model

Dependent Variable: DER
Method: Panel EGLS (Cross-section random effects)

Variable Coefficient Std. Error t-Statistic ~ Prob.
C 215178 .145242 1.481508  .1419
ROA -1.834147 .221649 -8.274997  .0000
SIZE .001974 .005464 361187  .7188
AG .570675 .063792 8.945876  .0000
SA .016675 .090107 185062  .8536
CR -.028489 .009689 -2.940423  .0042

Based on the test results of multiple linear
regression with random effect model in table 9
regression equation as follows:

DER =0.215178 - 1.834147 ROA + 0.001974
SIZE + 0.570675 SA + 0.016675 AG -
0.028489 CR +Wit

Table 10. Cross Section Random Effect (Firm Ef-
fect)

No Firm Effect No Firm Effect
1 BAPA -.018368 15 KIJA .020143
2 BCIP .074756 16 LPCK  -.034877
3 BEST .014334 17 LPKR  -.005566
4 BKSL -.043716 18 MDLN  .002985
5 BSDE -.014936 19  MKPI .054020
6 CTRA .041943 20 MTLA .017819
7 DART -009517 21 PLIN .091349
8 DILD .079952 22 PUDP  -.027236
9 DUTI -007402 23 PWON -.053634
10 EMDE .028156 24 RDTX  -.028933
11 GMTD  -.048307 25 RODA -.027679
12 GPRA -006317 26  SCBD .003278
13 GWSA  -018536 27 SMDM -.087758
14 JRPT .004046

Based on Table 9, can be known the value
of intercept (average) of 0.215178. The results of
the intercept (per-sachets) per company are pre-
sented in table 10. The value of intercept differen-
ce will be compared with the value of intercept
(average).

Table 11. The Goodness of Fit Test Results

R-squared .847354
Adjusted R-squared .837289
SE of regression .089015
F-statistic 84.191710
Prob (F-statistic) .000000

The coefficient of Determination Test

In Table 11 seen the value of Adjusted R
Square of 0.837289 or 84%, means that the abi-
lity of the independent variable in this study is
profitability, firm size, asset growth, asset structu-
re and liquidity can explain the capital structure
proxied by debt to equity ratio of 84%. While the
rest of 16% is explained by other variables outsi-
de the model of this study.

Statistic F Test

Based on the test results in Table 11 pro-
bability (F-statistic) worth 0.000000. The signi-
ficance level of less than 0.05 so that it can be
concluded that the profitability (ROA), firm size
(SIZE), asset growth (AG), asset structure (SA)
and liquidity (CR) simultaneously significant ef-
fect on the capital structure.
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Table 12. Hypothesis Test Results Summary

Hypothesis Variables Coefficient Prob. Information
o significant negative
Hal Profitability -1.834147 .0000 (Hal accepted)
. . Positive not significant
Ha2 Firm Size .001974 7188 (Ha2 rejected)
Ha3 Asset Growth 570675 0000 ‘Significantpositive
(Ha3 accepted)
Positive not significant
Ha4 Assets Structure .016675 .8536 .
(Ha4 rejected)
Ha5 Liquidity 028489 0042 significant negative

(Ha5 accepted)

Hypothesis Test (t-test)

Testing this hypothesis using the t-test or
partial. A t-test or partial test is intended to test
whether the independent variable partially signi-
ficant effect on the dependent variable.

Based on t-test results in Table 12 it can be
seen that of the five independent variables in this
study were tested partially shows that there are
three variables: profitability (ROA), asset growth
(AG) and liquidity (CR) has a probability value
< 0,05 means that the variable profitability, asset
growth and liquidity partially influential and sig-
nificant on the variable dependent capital structu-
re proxied by debt to equity ratio (DER).

As for the variable firm size (SIZE) and the
asset structure (SA) has a probability value of
> (.05 so variable firm size (SIZE) and the asset
structure (SA) partially no significant effect on
the dependent variable capital structure proxied
by debt to equity ratio (DER).

Results of statistical regression to the va-
riable profitability of -1.834147, statistical results
of the t-test for the variable profitability of 0.0000
less than 0.05 means that the profitability has a
significant negative effect on the capital structu-
re. So the first alternative hypothesis is accepted.
These results are consistent with research (Indria-
ni & Widyarti, 2013).

Profitability has a significant negative re-
lation to capital structure. This means that Com-
panies that obtain high profits will tend to use re-
latively low debt. The higher profitability shows
that the retained earnings from the company are
also high. If the high corporate profits, the com-
pany has more financial resources than in large
enough, so that the company may need less debt.
It can be concluded that companies will tend to
choose funds from the company in the form of
retained earnings for use in meeting the financing
needs of the company.

Based on the pecking order theory, com-
panies tend to prioritize to use internal rather
than external funds of funds. This is because if
the company uses external funding will increase
the risks and obligations that must be paid by the
company. Profitability negatively related to capi-
tal structure means higher corporate profits then
the possibility of using the company’s debt will
be smaller. This means that the property and real
estate company apply the pecking order theory.

Results of statistical regression to the va-
riable firm size amounted to 0.001974, statistical
t-test results for the variable size of the company
amounted to 0.7188 is greater than 0.05 means
that the firm size is not significant positive effect
on the capital structure. So that the second alter-
native hypothesis is rejected.

The firm size has a positive relation to
capital structure. Companies that have large
size will require more capital to meet the needs
of companies (Riyantina & Ardiansari, 2017).
Companies that have large size will tend to use
more debt. This is because large companies that
have large funding requirements. According to
Pujiharjanto et al. (2014), large-sized companies
more diversified so that the likelihood of lower fi-
nancial distress. Therefore, large companies tend
to be easier to get funding from external parties.
This is because large companies have a pretty
good reputation in the eyes of society so that it
will easily be trusted to obtain loans from lenders
and investors debt.

Based on the pecking order theory, compa-
nies should be better prioritizing the use of fun-
ding coming from the company rather than from
outside the company. Large companies will have
greater sales levels so that the funds in the compa-
ny will increase. Companies should use the funds
to finance the company, so the company does not
need to use debt for funding. However, research
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shows that a large company would be inclined
to use debt for the company a great opportuni-
ty to be easier to obtain loans because they have
greater access to capital markets, in addition to
a large company is also able to reduce the tran-
saction costs related to the issuance of long-term
debt (Utomo, 2014). It can be concluded that the
property and real estate company do not apply
pecking order theory.

Firm size did not significantly effect on
the company’s capital structure this is because
lenders and investors who will lend or invest in
a company does not only consider the firm size
but will also consider other factors such as the
company'’s prospects, the nature of the company’s
current management and others (Wirawan et al.,
2017). The result of this positive effect was not
significant consistent with research conducted by
(Yulianto et al., 2016; Sari & Oetomo, 2016).

Results of statistical regression to the va-
riable asset growth of 0.570675, statistical results
of the t-test for variable asset growth of 0.0000
less than 0.05 means that the asset growth has a
significant positive effect on the capital structure.
So the third alternative hypothesis is accepted.
These results are consistent with research (Joni
& Lina, 2010).

Asset growth has a significant positive
correlation to the capital structure. This means
Companies that have high asset growth will tend
to use more debt; this is because companies with
a high growth rate of the capital need relatively
large, so the company will rely on the use of ex-
ternal funds in the form of debt. According to Lin
and Hung (2012), the company that wants great
growth opportunities requires considerable fun-
ding for expansion cannot rely on internal funds
are limited, so the company can borrow funds
from external parties to fund the company’s ac-
tivities.

This is consistent with the pecking order
theory; companies will prioritize the use of in-
ternal funds first, if not sufficient it will take the
form of debt financing sources to issue shares.
In companies that have high growth rates would
have the full confidence of investors and credi-
tors, these companies will be more likely to use
external resources derived from debt as a source
of funding, so that a higher proportion of debt
than equity. This means that the property and real
estate company apply the pecking order theory.

Results of statistical regression to the va-
riable asset structure of 0.016675, statistical re-
sults of the t-test for variable asset structure of
0.8536 is greater than 0.05 means that the asset
structure is not significant positive effect on the

capital structure. So the fourth alternative hypot-
hesis is rejected. Companies that have a proporti-
on of alarger asset structure will tend to have high
levels of debt. Great asset structure which would
allow companies to get loans because lenders feel
more secure in lending to companies that have a
large asset structure. The assets pledged as colla-
teral, if someday in the future the company failed
to meet its obligations then the presence of such
assets may be used to meet their debt obligations.

Based on the pecking order theory, compa-
nies should be better prioritizing the use of fun-
ding coming from the company rather than from
outside the company. When companies have a
fixed proportion of larger assets, the valuation
of its assets to more easily so that the problem
of information asymmetry becomes lower. Thus,
the company will reduce the use of debt while
increasing the proportion of fixed assets. Howe-
ver, research shows that company with great asset
structure will tend to use debt, this is because the
greater the assets that can be pledged as security
(collateral assets) by the company in obtaining
a loan debt. If the structure of the assets of the
company increased, the company would use a lot
more debt. It can be concluded that the property
and real estate company do not apply pecking or-
der theory.

Assets structure did not significantly affect
the company’s capital structure due to property
and real estate companies tend to have a lot of
fixed assets such as land and buildings. However,
the land and the building were relatively difficult
to be converted into cash which will be used by
the company to pay off its obligations if the com-
pany has trouble funding. Thus, the assurance
of fixed assets does not have a high economic
value for creditors. The result of this positive ef-
fect was not significant consistent with research
conducted by (Sari & Haryanto, 2013; Noor et
al., 2015). Results of statistical regression to the
variable liquidity of -0.028489, statistical results
of the t-test for liquidity of 0.0042 less than 0.05
means that the liquidity has a significant negati-
ve effect on the capital structure. So the fifth hy-
pothesis is accepted. These results are consistent
with research (Hamidah, 2016).

Liquidity is negatively related significant-
ly to the capital structure, means that companies
that have high levels of liquidity may reduce the
use of debt in the composition of company finan-
cing, this is because companies with high liqui-
dity have internal funds in a large company, so
the company would prefer to use internal funds
to meet the financing needs of companies rather
than using external funds in the form of debt.
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Based on the pecking order theory, the
company will give priority to the use of internal
funds to the funding needs of companies rather
than using external funds. Due to the use of ex-
ternal funds will increase the obligations of the
company which will be paid companies. Liquidi-
ty is negatively related to capital structure means
that the higher level of liquidity of the company
then the possibility of using the company’s debt
will be smaller. This means that the property and
real estate company apply the pecking order the-
ory.

CONCLUSION AND RECOMMENDATION

Profitability and liquidity have a significant
negative effect on capital structure. Asset growth
has a significant positive effect on capital structu-
re. While the firm size and asset structure had no
significant positive effect on the capital structure.
For further research, the results of this study can
be used as a reference for conducting research on
capital structure policy. In addition, further rese-
arch is expected to add a proxy of the variable
that affects the company’s capital structure.

For the company, management is expected
to make the capital structure the company can
pay attention to the variables that significantly af-
fect the capital structure as variable profitability,
asset growth and liquidity as a consideration in
order to determine the optimal capital structure
the company so as to minimize the capital costs
incurred by the company.

For investors before committing capital in-
vestment to the property and real estate company
should take into account the variables that affect
the company’s capital structure and shows a sig-
nificant result is a profitability, asset growth and
liquidity.
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