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Abstract

Financing decisions are influenced by capital stave. The capital structure is important to the qamy
because it has the effect to the company's finhpoisition, and the managers in a company shouldtie to
know what factors affect the capital structurdsitntended that the company can maximize sharehelgalth.
The aim of this study is to determine the effecfifability, liquidity, asset structure and sizetbe company on
the capital structure with the business risk asamtml variable. Location of the study is manufaitg
companies listed in Indonesia Stock Exchange p&@dd - 2014. The method of sample selection insthidy is
purposive sampling method or sample selection Itaicecriteria. The analysis technique used is npldt
linear regressions. The results Showed that thaukaneous independent variables are profitabilliguidity,
asset structure, company size, business risks tsimadusly affect the capital structure. Only vat@hiquidity
(CR) which is a significant negative effect on Erebt Equity Ratio (DER) on manufacturing compatiied in
Indonesia Stock Exchange during the period 20114201

Keywords: Debt Equity Ratio (DER), profitability, liquidityasset structure and size of the company

1. INTRODUCTION

Global economic conditions continue to advancehat time, could lead to a very tight competitiorhisT will
encourage managers of companies in increasing tbdugtivity of production, marketing and corporate
strategy. In addition, the company's managementuldh@lso maximize the welfare of shareholders
(shareholder). In fulfillment of that goal, thenist treated right decision from the company's mandxptter
investment decisions, financing decisions and @in@idecisions (Margaretha and Ramadan, 2010).

The funding decision views of the capital structucapital structure that is both optimal capitaustures.
Optimal capital structure is a condition in whiclcampany can use a combination of debt and equise b
which balances the value of the company and theafats capital structure. Riyanto (2011: 209)ta¢athat the
fulfillment of the funds are from internal sourc@sternal source) or from or from external sourtae funds
come from internal resources is a fund formed odpced by the company itself, namely retained egmand
depreciations, while the funds obtained from extksources are the funds derived from creditorsjers and
partakers in the company (fund which will be impéahthat will become equity).

Capital from the creditors is debt for the compaaoyncerned and capital from the creditors of theated
foreign capital, while the funds that come from tvener, participant or a participant in the comp&g fund
will remain invested in the company in questiong d&mese funds will be in the capital itself. Ex@rfinancing
undertaken by the company through debt would leaal ¢tapital cost of the cost of the interest chdulgge the
lender. Therefore any financial managers need terhine the capital structure decisions are relatethe
determination of whether the financing needs wéllnbet by their own capital or foreign capital.

Financing or capital structure decisions are noefcd will directly influence the decrease in ptafility of
firms. A company with a capital structure that © igood, which has a very large debt would pladeeavy
burden on the company concerned (Riyanto, 2011). Z9éds received by the company is used to puechas
assets that will be used to produce goods or syvjgurchase of materials for production and s&belprrow
the funds through debt to the bank, to stockpikhcand buy securities are often called effectesusties for
the benefit of the transaction and to maintainct@pany's liquidity (Margaretha, 2013: 99).

Factors that influence the decision of the capitialcture of the company is the stability of sabesset structure,
profitability, operating leverage, growth rate, ttohof taxes, management attitude, the attitudéneflender and
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donor agencies ratings, market conditions, the @mypg internal condition and financial flexibili§8righam
and Houston , 2010).

Profitability is the company's ability to earn imse from business activities that do (Ghost, et2000).
Profitability also shows the company's ability épay long-term debt and interest. One of indicattaas can be
used to measure a company's profitability is Re@mnnAssets (ROA). ROA is the return on assets afganies
by connecting the net income to total assets (Ke@®@0: 80). ROA shows a company's capital strecivhich
is the ratio between profit after taxes by totaleds.

According to Weston and Brigham (2010: 173), thmpany with the level of return on assets high, gahe
use relatively little debt, it with a high returm @ssets was possible for the company to use [iisatavith
retained earnings. Another assumption says withigh heturn on assets which means the net profithef
company are high to finance most of the fundingdsesith internally generated funds. The higher iggahean
lower external financing needs (debt), so the lotiwercapital structure.

Liquidity Ratio is the rate the company's ability ineet its short-term liabilities with its curremssets. The
greater the ratio of the company’s liquidity theaper the company's ability to pay obligations siteé versa.
Companies that have high liquidity will tend notuse of debt financing. This is caused by the héylel of
liquidity the company has a large internal fundasttsat the company will be using internal fundditance its
investment in advance, prior to using externalrfimiag using debt. One proxy of liquidity ratio et Current
Ratio, where the ratio is calculated by dividingrent assets to current liabilities..

According Ozkan (2001), companies with large ligag$ets that can use these assets to invest. Dl {hat
would take the company also deals with the compaalyility to repay its debt. The company's abitiagn be
reinforcing the confidence of creditors to lenddarto the company. The ability is often called toenpany's
liquidity. Companies with high liquidity means hagi sufficient liquid assets to restore its currdabt thus
providing an opportunity to get the ease of obtajrdebt from investors.

According to Brigham (2011), companies that haghgrowth rates tend to use outside funds. Compattya
rapid growth rate should be more reliant on extecagital than a company that grows slowly. Occutee of
assets followed the results of operations will Hart add credence outside parties (creditors) agadies
company, the proportion of debt will be greatemtlizeir own capital. It is based on the belief tad on funds
invested into the company guaranteed by the madmitf the assets owned by the company (Robert Ang,
1997).

According to Riyanto (2011) asset components ocedlim its composition, ie current assets and fiassets. In
general, companies have a proportion of a largegtagructure would also likely be establishechim industry,
have a lower risk, and will generate substantigélage levels (Chen and Hammes, 2002 in Supriyantb
Falikhatun, 2008). The structure of assets is thetmmount of assets that can be used as collasraieasured
by comparing the fixed assets to total assets.

The size of the company is a picture of its finahciapability in a given period. Financial capapiiviewed
from several sides, namely in terms of net saldstaf assets owned by the company. Size compartiesh are
big that is considered as indicators that refleetlevel of risk for investors to invest in the qmany, because if
the company has the financial ability of a goods believed that the company is able to meethtgyations and
to provide an adequate rate of return for investors

Small companies will tend to use their own capitadl short-term debt than large companies. Smalpeoias
will tend to favor short-term debt than long-tergbtibecause of lower costs. Likewise, the largepaories will
tend to have a strong funding source (Raharjo &tadimingrum 2006). Size of the company is proxythg
value of the natural logarithm of total assets. {latal Asset). When the size of companies in praith total
assets owned increasingly large, companies caly edstiain a guarantee because it has a sufficevl lof
liquidity.

In the agency theory say that managers are moey ltb dislike risk since there is an uncertaintherefore,
managers prefer to use debt as a financing compg@ompanies that have a high level of risk tendavioid
additional funding through foreign capital comparveith companies that have a low risk level. It alscreases
the likelihood of bankruptcy. Results of previodadées also showed that companies with high busimisg
should use less debt to avoid bankruptcy.

The manufacturing company is used as a researabctobpcause the manufacturing companies listed in
Indonesia Stock Exchange (BEI) is composed of @&#anf industry sub-sector so as to reflect therall
capital market reaction. Researchers chose a mauatifeg company because the company needs funds fro
investors for the survival of their business, sattthe necessary information on a good performaacéhat
investors are interested in companies. Meanwhdds avell known manufacturing industry is an indystith
the company's most widely registered in the Inden&ock Exchange. The manufacturing company is a
company that does the production process thatftnians raw materials into finished goods or goodxiyefor
consumption and thus require substantial fundsutoits operations. From the background of the gnwisl in
doing further research on matters relating to ygtal structure because there is a difference dmtvthe results
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of previous studies are not consistent so it iessary to conduct further research on "The Efféptdfitability,
liquidity, asset growth, asset structure and sizmpganies on the capital structure with the busimiesssas a
control variable in company that listed on the Imelsia Stock Exchange period 2011- 2014.

2. REVIEW
Signaling Theory

Signaling theory shows the tendency of asymmetrinfafrmation between management and those outhiele t
company. Cue or signal according to (Brigham andtdfe 2010) is an action taken by management te giv
guidance for investors on how to look at the manage company's prospects. (in Brigham and WestohOR
Companies with profitable prospects will try to &l/the sale of shares and exploit every new mdul heed
by other means, including the use of debt whicleegls the target capital structure.

The Modigliani-MillerM odel

Theories regarding capital structure began in 198&n Modigliani and Miller (hereinafter referreslas MM)
published a finance article of the most influengaér written is "The Cost of Capital, Corporatiinance, and
The Theory of Investment". MM prove that the vahfea company is not influenced by its capital stoe
(Brigham and Houston, 2011).

MM found in a state of perfect markets, the uséedft is not relevant to the company's value, bttt tie tax
payable will be relevant (Modigliani and Miller, @@ in Hartono, 2010). However, MM studies are based
number of assumptions that are not realistic, amuathgrs (Brigham and Houston, 2011); no brokerasgges f
(brokerage) no taxes, no bankruptcy costs.

Capital Sructure Theory

The capital structure is in proportion or ratio vieeén the numbers of long-term debt to equity (Bamgba
Riyanto, 2011). Capital structure theory to expldia influence changes in capital structure todbmpany's
value (as reflected in the company's stock pri¢ejvestment decisions and dividend policy aredhebnstant.
In other words, if the firms own capital to replguzet of debt (or vice versa) whether the stockepriill change,
if the company does not change the other decigibffimancial. In other words, if the capital strua changes
do not change the value of the company, there Isasb capital structure.

Pecking Order Theory

Pecking Order Theory was developed by Stewart CtMgad Nicolas Majluf in 1984. This theory stateatt
companies prioritize sources of funding (from in&rfinancing to equity). In accordance with thapiple of
least effort, or at least resistance, chose t@raguity as the last financing. In brief, this thestates that a)
companies like internal financing (funding of thengpany's operating results tangible retained egsjitb) if
funding from outside (externals financing) requiréte company will publish the safest securitiemdvance,
starting from publishing bonds, followed by chaeasited securities such as bonds conversion of a ifiestl
insufficient, the new shares will be issued. Inaadance with this theory is not a target debt taitggratio,
because there are two types of equity capitalishaternal and external.

The Trade Off Model

The trade-off assumes that the capital structuthe@ftompany is the result of a trade-off of addwantage by
using debt at a cost that would result from the afssuch debt (Hartono, 2010). The essence ofrdaetoff

theory of capital structure is balancing the beeefnd sacrifices that arise as a result of theotiskebt. As far
greater benefits, additional debt is still allowédthe sacrifice for the use of debt is older,rthtbe additional
debt is not allowed.

Agency Theory

This theory was put forward by Michael C. JensethAfiliam H. Meckling in 1976. According to this pmach,
capital structure is arranged in such a way to cedronflicts between different interest groups (Mam M.
Hanafi, (2014). Basically the agency theory is eotly about the ownership structure of the compéay is
managed by the manager is not the owner, basedeofatt that the professional manager is not tleatagas
perfect from the owner of the company, thus notesearily always act in the interests of the owniersither
words, managers as rational human decision-makorgpanies will maximize the satisfaction of himself
(Hidayati, et al., 2001).

Asymmetric | nformation Theory
Asymmetric information or information inequality bBrigham and Houston (2011) is a situation where
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managers have different information (better) akibet prospects. Company which is structure Asseibile,
tend to use leverage flexible where their tendetocyse the leverage that is greater than comparnghwh
structure assets un-flexible.

The purpose of this study was to analyze the saaite of the effect of profitability, liquidity,saet
growth, asset structure and size of the compank thié capital structure and business risk assettgras
control variables in companies that listed on thdohesia Stock Exchange in the period 2011- 20h& T
hypothesis of the study is:

H1: Profitability negative effect on the capitalustture
H2: Liquidity negative effect on the capital struet

H3: Asset structure on positive effect of capitalisture
H4: Size positive effect on the company's capitaicsure
H5: Business risk positive effect on the capitalature

3. RESEARCH METHODS

The method used in this research is the methodsufcaative research. The study was conducted gbaoies in

the manufacturing sector issuers listed on the nedim Stock Exchange by the end of 2014 which had a
complete financial statement published in the Irebigm Capital Market Directory (ICMD). The objedttbis
study was the effect of profitability, liquiditysaset growth, asset structure and size of the coynpéth the
capital structure and business risk asset growtboatrol variables in companies that listed on ltidonesia
Stock Exchange period 2011- 2014.

The type of data in this research is quantitatis¢éadhat the financial statements of companies gawéan
manufacturing registered as an issuer in the Inslarétock Exchange. Source of research data idafaethat is
collected, processed and published by the Indon&3#pital Market Directory (ICMD). (Sugiyono, 201204).
The variable in this study is the profitabilityguiidity, asset growth, asset structure, compang, siapital
structure and business risk as well as growthgetasthe definition of each variable is:

1) Capital Structure

The capital structure is proxy by Debt to EquitytiR4DER). DER is the ratio between total debt duity
capital, expressed as a percentage (%)

2) Profitability

Profitability is a company's ability to generatefis in a given period. To measure the level affipability in
this measurement, used ROA (Return on Assets). R@#e ratio between profit after tax to total asse
expressed as a percentage (%)

3) Liquidity

To measure the level of liquidity in these measuets, used ratio CR (Current Ratio). CR is thelle¥¢he
company's ability to meet its short-term liabilitieith current assets at the possessed. CR iatibebetween
lancer assets against current liabilities, expieasea percentage (%).

4) Asset Structure

The structure of assets is the proportion of fiaedets owned by the company. This variable proRy IBAR
(Fixed Asset Ratio). FAR is the ratio between titaltassets by total assets, expressed as a @gedpt) in
manufacturing companies in Indonesia Stock Exchaeged 2011-2014.

5) Company Size

Company size is a size or magnitude of the assatisa by the company. The size of the company ivahee
of the natural logarithm of total assets, expressedratio or a percentage (%) in manufacturingganies in
Indonesia Stock Exchange period 2011-2014.

6) Business Risk

Business risk is the value of the operational uagaies, which uses long-term debt as a sourderafing.
Business risk is the standard deviation of EBITidéd by total assets, expressed as a percentaga (%)
manufacturing companies listed in Indonesia StaahBnge period 2011-2014.

4. RESULT AND DISCUSION
Classic assumption test

Data normally distributed with the value asymp iBeth sig 0.662> 0.05. Research has also been ffee o
symptoms autocorrelation with DW count value igha region du: 1,721 <dw = 1.8531 <4 -du = 2,279ltM
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colinierity also not found in this study with eachriable has a value of VIF 1,016, 1,064, 1,27797,<10.
There is also heterokedastisitas symptoms in thidysbecause of the significance of the regressgsnlts in
Table coefficients each of 0763, 0809, 0897, 0.0895.

Hypothesistesting
Test The coefficient of determination (R2 Test)

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 416 173 129 .661819

From the results of the regression calculation nevikn that the coefficient of determination (R2) abed
amounted to 0.173. This means that 17.3 percewaridtions in capital structure variables can bglared by
variable sales growth, profitability, asset struefuithe size of the company while the remaining §&rcent is
explained by other variables not included in tleisearch model.

2) F- Test
Model Sum of Square df Mean Square F Sig.
Regression 8.604 5 1.721 3.929 .003
1 Residual 41.172 94 438
Total 49.777 99

a. Dependent Variable: DER
b. Predictors: (Constant), Risk, CR, ROA, FAR, Size

In Table 2 it can be seen F value of 3.929 witligaiicance level of 0.003. Because this equatiadeats have
smaller significance level of (0.05) is equal to 0,003 this indicates that thgital structure can be explained by
the growth in sales, profitability, asset strucuaed the size of the company. It can be seerthiandependent
variables of this study together (simultaneousbyéian influence on the dependent variable cagtitatture.

3) T- Test

Model Unstandardized Standardized t Sig. Correlations
Coefficients Coefficients
B Std. Error Beta Zero- | Partial| Part
order
(Constant) .290 611 A74( 636
ROA -.460 433 -102| -1.062| .291| -.157| -.109| -.100
CR -.102 .036 -.285| -2.810] .006| -.280| -.278| -.264
! FAR -.088 .050 -175| -1.757| .082| -.123| -.178| -.165
Size .054 .041 143 1.311] .193] .246| .134| .123
Risk .039 .043 .099 910 .365| .206] .093| .085

a. Dependent Variable: DER
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1. Effect of Profitability on capital structure

The first hypothesis states that there is a negatifluence between the return on assets to variabpital
structure. After calculation by simple linear reggien analysis using SPSS 16.0 was obtained régness
coefficient of -0.460 and a probability of 0.291hiF means that the probability is greater than @®% can be
concluded that there is no positive effect RetumABset (ROA) Debt to Equity Ratio (DER).

The results showed that profitability does not hav@gnificant effect on the capital structure. 3deesults are
consistent with research Hartoro and Atahau (208@yakimian and Tehranian (2004), and Ramlall (208ait
not prove to research conducted by Joni and Liftd@® Palupi (2010) showed that the profitabilitfy e
significant negative effect on the company's cagitaicture

2. Effect of liquidity on the capital structure

The second hypothesis testing results show that itigdity negative effect on the capital structuBased on
the regression calculation obtained t calculateakbtjpu-2.810 with a significance value of 0.006séen from the
significance value less than 0.05, it can be cateduthat liquidity significant negative effect dmetvariable
Capital Structure (DER) so that the second hypdles be accepted.

3. Effect of Structure of assets (FAR) on capitalture

Testing the fourth hypothesis indicates that thecttire of assets has no effect on the capitattstre, with the t
value amounted at 1.757 and a significance val@@&2. This means that the probability is gretitan 0.05 so
it can be concluded that there is no influencesska structure (FAR) on the capital structure. ififleence of
the structure of assets to capital structure istieg but not significant to the capital structuréis is proven by
the positive effect although the effect was notistiaally significant, but quite illustrates thatanagement still
consider the asset structure. But this does notepsome of the research done by Joni and Lina (2840
Palupi (2010), argues that the structure of agb&tR) significant positive effect on the capitalustture

4. Effect of Size on capital structure

Tests on the fifth hypothesis is indicates that pany size affect the capital structure, with tivaluie amounted
at 1.311 and a significance value of 0.193. It banconcluded that the size of the company (SIZE) rm
significant positive effect on the variable Capi&tfucture (DER) so H4 is unacceptable. This ineégdhat a
large company where the company's shares are sspvighd.

In this study looked at the research gap from #wilts of the research that has been done. Acapflitupi
(2010), Ida Bagus Gede Nicko Adiyana Sabo (2014d)i @013) the size of the company's is positifeafon
the capital structure. But Laili (2001) and Nugrof2®09) in his research states that the size ohtgative
effect on the company's capital structure. Unlike Nuril Hidayati (2010) who found no effect on tbepital
structure of firm size. The results are consisteith research conducted by Nuril Hidayati (2010hjicth states
there is no influence on the size of the comparsystal structure.

5. Effect of Business Risk to capital structure

Tests on the fifth hypothesis is indicates thairess risks affect the capital structure, withthalue amounted
at 0.910 and a significance value of 0.365. It banconcluded that the size of the business risk ramd
significant positive effect on the variable Capigitucture (DER) so H5 is unacceptable. This isabee the
company has a high level of risk tends to avoiditamthl funding through foreign capital comparedthwi
companies that have a low risk level. It also iases the likelihood bankruptcy.

Results of previous studies also showed that corepamith high business risk should use less delzvimnd
bankruptcy. This is evidenced by several studigglgoted by Linda Wimelda and Aan Marlinah (2013)uas
that the business risk (BRISK) positive effect ba tapital structure, while research conductedony dnd Lina
(2010), Palupi (2010), argues that the risk busifB&RISK) a negative effect on the capital struetur

CONCLUSIONSAND RECOMMENDATIONS
The conclusions for this research are:

1. Profitability (ROA) but no significant negative etit on the Debt Equity Ratio (DER) on manufacturing
companies listed in Indonesia Stock Exchange dutiegperiod 2011-2014. It can be seen from the
significant value of 0.291.
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2. Liquidity (CR) a significant negative effect on tHeebt Equity Ratio (DER) on manufacturing
companies listed in Indonesia Stock Exchange dutiegperiod 2011-2014. It can be seen from the
significant value of 0.006.

3. Structure of Assets (FAR) but no significant negatieffect on the Debt Equity Ratio (DER) on
manufacturing companies listed in Indonesia Stox&hange during the period 2011-2014. It can be
seen from the significant value of 0.082.

4. Company Size (SIZE) but not significant positivefeef on the Debt Equity Ratio (DER) on
manufacturing companies listed in Indonesia Stox&hange during the period 2011-2014. It can be
seen from the significant value of 0.193.

5. Business Risk (RISK) but not significant positivéfeet on the Debt Equity Ratio (DER) on
manufacturing companies listed in Indonesia StogkghBnge during the period 2011-2014. It can be
seen from the significant value of 0.365.

Based on the discussion of the results and cowmelasof the above, then the advice that can be goyen
researchers are as follows:

a. for Management

For financial management are advised to pay attertt liquidity and the size of the company in its
capital structure policy, because in this study Itheidity and size of the company has a significan
effect on the company's capital structure.

b. for Investor

For investors, it is recommended before investing company needs to pay attention to the company's
capital structure by considering the positive ardative effects of capital structure policy. Inwest
may pay attention to the liquidity variables and Hize of the company has a significant impacthen t
capital structure. This is a consideration thatitiwvestments made give maximum benefit levels and t
minimize investment risk.

c. For Further Research

Subsequent research can extend the period of @igemnso as to improve the distribution of bettatad
Researchers also consider the variables suspexedtett the capital structure to determine theiact
condition of the capital markets, resulting in arensupporting information.
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