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ABSTRACT 

This study aims to determine the effect of firm size, asset structure, and liquidity on 
capital structure. The sample of this research is manufacturing companies in the 
consumer goods sector listed on the Indonesia Stock Exchange for the 2015-2019 period. 
The method used in sampling is using purposive sampling method with a total sample of 
30 companies. Hypothesis testing using multiple regression analysis. The results of the 
study simultaneously state that firm size, asset structure and liquidity have an effect on 
capital structure. The results of the study partially state that firm size and asset structure 
have a positive effect on capital structure, while liquidity has a negative effect on capital 
structure. 

Keywords: Company Size, Asset Structure and Liquidity.  

Introduction 

Increasing economic competition from year to year encourages company managers 
to be able to improve production, marketing and company strategy. Company managers 
are also required to maximize shareholder wealth. To be able to meet the company's 
goals, it is necessary to make the right decisions on the part of the company. One of the 
important decisions for the company is the decision regarding the capital structure. Many 
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factors affect the capital structure in general, including company size, company growth, 
profitability, taxes, management, leverage, liquidity, non-debt tax, and business risk and 
so on. This study focuses on factors such as asset structure, firm size, and liquidity that 
affect capital structure. This funding issue is very important for the business world 
because it relates to many parties such as creditors, shareholders, and the management 
itself. The company's financial funding decisions will greatly determine the ability of a 
company to carry out its operating activities. If a company will increase the amount of 
leverage, then the company will automatically increase its financial risk. 

Capital structure is a consideration or comparison between the amount of long-term 
debt with own capital [1]. Capital structure is a mixture or proportion between long-term 
debt and equity, in order to fund its investment (operating assets). Capital structure can 
be measured by the ratio of total debt to equity through [2]. The use of DER is intended to 
facilitate measurement because capital structure cannot be measured directly [3]. The 
greater the DER, the greater the risk that must be faced by the company, because the use 
of debt as a source of funding is much greater than its own capital. A good company is a 
company that can determine cheap funding with low interest and flexible terms, so that 
debt becomes profitable for the company. Capital structure is influenced by many factors. 
According to [4, 5] in [6] said that capital structure decisions also directly affect the amount 
of risk borne by shareholders and the expected rate of return on profits. Therefore, 
managers must understand what factors can affect the capital structure. Some of the 
factors that influence the capital structure used in this study include asset structure, 
company size, and liquidity. 

LITERATURE REVIEW 

The capital structure is part of the financial structure. Capital structure is a balance or 
comparison between the amount of long-term debt with own capital [1, 7]. Meanwhile, 
according to [8] capital structure is the mix (proportion) of the company's long-term 
permanent funding which is indicated by debt, equity, preferred stock and common stock. 
The existence of a targeted capital structure can help companies to always be consistent 
in determining the capital structure. If in fact the debt ratio turns out to be below the target 
level, capital expansion will usually be carried out by issuing debt while if the debt ratio is 
above the target level, usually equity will be issued [4, 9]. The capital structure is different 
from the financial structure, where the capital structure is a permanent expenditure that 
reflects the long-term debt with own capital, while the financial structure reflects the 
balance of all debt (both long-term and short-term) with own capital [9, 10]. The structure 
or composition of capital must be regulated in such a way that the financial stability of the 
company is guaranteed. Indeed, there is no definite measure of the amount and 
composition of the capital of each company. But basically the regulation of the capital 
structure in the company must be oriented towards achieving financial stability and 
ensuring the survival of the company. 

Factors Affecting Capital Structure Company Size 

Company size describes the size of a company which is aimed at total assets, total 
sales, average sales and average total assets [1]. Asset size is the average net sales for 
the year concerned up to several years [4]. The size of the company will affect the capital 
structure based on the fact that the larger a company will have a high growth rate, so that 
the company will be more daring to issue new shares and tend to use a larger loan 
amount. 
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Liquidity 

Liquidity ratio is a ratio used to measure the company's ability to pay short-term debt 
that has matured. Companies that can immediately repay their debts will gain the trust of 
creditors to issue large amounts of debt. [1]states that the need for funds for current assets 
in principle is financed by short-term credit. So the more liquid a company is, the higher 
the use of debt. 

Asset Structure 

Assets are anything owned by the company. Assets can be classified into fixed assets, 
intangible assets, and other assets. Asset structure is one of the important factors in the 
company's capital structure or funding decisions, because if the company is faced with 
financial difficulties in paying its debts, tangible assets or fixed assets owned by the 
company can act as collateral to outside parties who provide loans [11, 12]. Companies 
that have a large asset structure tend to have a relatively lower risk of bankruptcy than 
companies that have a low asset structure. Because assets show the assets used for the 
company's operational activities. The larger the assets, the greater the operational results 
generated by the company. The greater the assets, the company's productivity also 
increases. Manufacturing companies have various alternatives in financing their 
companies. There are two main sources of funds that can be used in this financing, namely 
sources of loans and from own capital and retained earnings. The decision on the source 
of funding is a very important decision for manufacturing companies, given the impact on 
the sustainability of manufacturing companies. In addition to the need for manufacturing 
companies to increase their working capital, the factors considered by management in 
making decisions regarding the use of debt are mainly related to two things, first, the ease 
of obtaining sources of loans will encourage management to make loans. Second, the 
financial position of manufacturing companies will also affect the willingness of creditors to 
provide funds to manufacturing companies. Management's decision to use debt is an effort 
to get the maximum benefit from the use of debt obtained from saving on tax costs on the 
one hand and interest payments on the other. The financial position of manufacturing 
companies and the results of management decisions on the use of debt are reflected in 
the financial statements of manufacturing companies. How manufacturing companies 
balance the two components of debt will be seen in the capital structure as it is on the 
balance sheet. Information in financial statements that are transparent will provide an 
overview of management decisions in determining the use of money for manufacturing 
companies. Many factors can affect the capital structure of a manufacturing company. In 
this study, the factors that influence the capital structure of manufacturing companies are 
measured through liquidity, profitability, asset structure, sales growth, asset growth, and 
business risk. The results of [13] state that asset structure and profitability have a positive 
effect on capital structure and support the static trade-off hypothesis. Meanwhile, firm size 
has a negative effect on capital structure and supports the pecking order hypothesis. The 
results of research by [14, 15] show that profitability and asset structure have a negative 
and significant effect on capital structure, while growth opportunities have a negative and 
insignificant effect on capital structure. The results of research by [16] state that 
profitability has a negative and significant effect on capital structure. Dividends have no 
effect on capital structure while Asset Structure has a positive effect on capital structure. 
The results of research by [17] show the factors that influence the capital structure of 
construction companies listed on the Malaysian Stock Exchange during 2000-2007 with 
a sample of 42 companies, stating that the level of profitability has a negative and 
significant effect. on capital structure while size, growth, and tangibility assets have a 
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positive effect on capital structure. 
 
Figure.  1 Conceptual Framework 

HYPOTHESIS 

H1: Firm Size, Asset Structure and Liquidity have a significant effect on Capital 

Structure H2: Firm Size has an effect on Capital Structure. 
H3: Liquidity affects the Capital Structure. 
H4: Asset Structure has an effect on Capital Structure. 

RESEARCH METHODS 

Data Types and Sources 
The data used in this study are secondary data, namely the source of research data 

obtained by researchers indirectly through intermediary media. Secondary data is 
generally in the form of evidence, defects, or historical reports that have been compiled 
in published archives. The data is in the form of an annual report issued by the Indonesia 
Stock Exchange for the 2015-2019 period. 

Data Analysis Method 

The data analysis method used in this study is a statistical analysis method using data 
analysis methods used in this study, including classical assumption testing which is then 
followed by regression analysis and hypothesis testing. 

Population and Sample 

1. Population 
Population is a generalization area consisting of objects or subjects that have certain 

qualities and characteristics determined by researchers to be studied and then drawn 
conclusions [18]. The population in this study are manufacturing companies that have 
been and are still listed on the Indonesia Stock Exchange for the 2015-2019 period that 
publish financial reports. 

2. Sample 
The sample is part of the number and characteristics possessed by the population [18]. 

The sampling technique used in this study is the purposive sampling method, namely the 
determination of the sample based on certain criteria as desired by the researcher 

    Asset Structure  

        Company Size  

  Liquidity 

 
Capital Structure 
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T a b l e  1  
Operational Variable 

Research Sampling Criteria 

1. Manufacturing companies that have been and are still listed on the Indonesia 
Stock Exchange in 2015-2019. 

2. The sample companies published financial statements for 5 consecutive years, 
namely 2015-2019 

3. The company has complete data needed for research in the 2015-2019 
research period. 
 

 

Capital Structure  (Y1) 𝐷𝑒𝑏𝑡 𝐸𝑞𝑢𝑖𝑡𝑦 𝑅𝑎𝑡𝑖𝑜 =  
𝐷𝑒𝑏𝑡

𝐸𝑞𝑢𝑖𝑡𝑦
 

Company Size (X1) SIZE = ln (total aktiva) 

Liquidity (X2) 

 

Asset Structure (X3) 𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑅𝑎𝑡𝑖𝑜 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡  𝐴𝑠𝑠𝑒𝑡

𝐷𝑒𝑏𝑡
 

 

Research Results and Discussion 

The classical assumption test consists of normality test, multicollinearity test, 
autocorrelation test and heteroscedasticity test to ensure whether the regression model 
used does not have multicollinearity, autocorrelation, heteroscedasticity problems and the 
resulting data is normally distributed. After fulfilling the classical assumption test, the 
simultaneous significance test, partial significance test, and determinant coefficient test 
were carried out. 

Normality Test 
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Fig. 2 Normality Test 
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T a b l e  2  
Multicollinearity Test 

T a b l e  3  
Autocorrelation Test 

Source: Results of Data Processing (2021)  

The results of data processing concluded that the Jarque-Bera value was 2.195179 > 
2 (meaning significant), and the probability value was 0.333674 > 5% (0.05), so it can be 
concluded that the equation in this study has a normality problem or the data is not 
normally distributed. 

Multicollinearity Test 

 
 

 X1 X2 X3 

X1 1.000000 -0.548515 0.102342 

X2 -0.548515 1.000000 0.549108 

X3 0.102342 -0.549108 1.000000 

 
Source: Results of Data Processing (2021) 
 
The results of the multicollinearity test data that for each independent variable the 

correlation coefficient value < 0.8. Thus, it can be concluded that there is no 
multicollinearity between the independent variables. 

Autocorrelation Test 

 

 
 

dL dU dw 4-dU 4-dL 

1.2138 1.6498 1.802595 2.3511 2.7862 

 
 
The results of the Autocorrelation Test Data show that the results of the 

autocorrelation test carried out using the Durbin-Watson method are 1.802595, so it can 
be concluded that there is no positive or negative autocorrelation. 
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T a b l e  4  
Uji Heterokedastisitas 

T a b l e  5  
Multiple Linear Regression 

 

 
Uji Heterokedastisitas 
 

 
Source: Results of Data Processing (2021)  

Based on the results of these data, the data has a probability value or an absolute 
value of residual > 0.05. Thus, it can be concluded that there is no heteroscedasticity 
problem. 

Data Analysis 

 

 

Source: Results of Data Processing (2021) 

Variable Coefficient Std. Error t-Statistic Prob. 

C 0.625679 0.506803 1.234560 0.2280 

X1 -0.016510 0.026011 -0.634749 0.5311 

X2 -0.240644 0.255236 -0.942827 0.3544 

X3 -0.041581 0.027599 -1.506608 0.1440 

R-squared 0.081938 Mean dependent var 0.178608 

Adjusted R-squared -0.023992 S.D. dependent var 0.158046 

S.E. of regression 0.159931 Akaike info criterion -0.704585 

Sum squared resid 0.665024 Schwarz criterion -0.517759 

Log likelihood 14.56878 Hannan-Quinn criter. -0.644818 

F-statistic 0.773512 Durbin-Watson stat 1.802595 

Prob(F-statistic) 0.519351   

Variable Coefficient Std. Error t-Statistic Prob. 

C 3.048139 0.805854 3.782495 0.0008 

X1 -0.095620 0.041359 -2.311957 0.0290 

X2 0.382452 0.405844 0.942362 0.3547 

X3 -0.336755 0.043885 -7.673641 0.0000 

R-squared 0.829853 Mean dependent var 1.121000 

Adjusted R-squared 0.810221 S.D. dependent var 0.583747 

S.E. of regression 0.254302 Akaike info criterion 0.222975 

Sum squared resid 1.681403 Schwarz criterion 0.409801 

Log likelihood 0.655380 Hannan-Quinn criter. 0.282742 

F-statistic 42.26974 Durbin-Watson stat 1.689951 

Prob(F-statistic) 0.000000   
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Regression Equation 

Multiple Regression Equation Interpretation 
1. Firm size variable has a significance value of 0.095620 which is smaller than 

0.05 (5%). This shows that the size of the company has an effect on the capital structure. 

Thus, the second hypothesis (H2) is accepted. 
2. Liquidity variable has a significance of 0.382452 greater than 0.05. This shows 

that liquidity has no effect on capital structure. Thus, the third hypothesis (H3) is rejected. 
3. The Asset Structure variable has a significance of -0.336755 which is smaller 

than 0.05 (5%). This shows that the Asset Structure has an effect on the capital structure. 

Thus, the fourth hypothesis (H4) is accepted. 
Y = 3.048139 - 0.095620 SIZE + 0.382452 FAR – 0.336755 CR 

The Effect of Firm Size on Capital Structure 

The Effect of Firm Size on Capital Structure. The larger the size of a company, the 
greater the tendency to use external funds. Large companies whose shares are widely 
spread will be more willing to issue new shares to meet their needs to finance sales growth 
than smaller companies. This is because large companies have large funding needs and 
one alternative to fulfill the funds is to use external funds, namely by using debt. Therefore, 
large companies tend to have a greater level of leverage than small companies [19]. 

Effect of Liquidity on Capital Structure 

Liquidity in this study is measured using the current ratio which is a commonly used 
measure to determine the ability of a company to meet short-term obligations. Companies 
that have a high level of liquidity means that the company has high internal funds, thus 
the company will reduce its external funding. This is because a company with a high level 
of liquidity has large internal funds, so that the company will use its internal funds first to 
finance its investment before using external financing through debt. The higher the 
company's liquidity will reduce the need for external funds or debt. 

Effect of Asset Structure on Capital Structure 

The asset structure reflects the two components of assets in broad outline in their 
composition, namely current assets and fixed assets, current assets are cash and other 
assets that can be realized into cash or sold in one accounting period. While fixed assets 
are tangible assets obtained in ready-to-use form in the company's operations. The larger 
the company has fixed assets compared to its intangible assets, the greater the value of 
the guarantee owned by the company to obtain debt that can be used for the company's 
operations and development. 

CONCLUSION 

1. Firm size, liquidity and asset structure variables simultaneously affect the 
capital structure. Company size, sales growth and profitability play a significant role in 
influencing the capital structure 

2. Company size is one of the factors considered in determining the company's 
capital structure, the larger the company, the larger the funds needed and one alternative 
to fulfill the funds is to use external funds, namely by using debt. So that the larger the size 
of the company, the tendency to use greater debt to meet their funding needs. 

3. Liquidity reflects the availability of funds owned by the company to meet all 
maturing debts, so it can be concluded that liquidity is the ability of a company to pay off 
its short-term debt which must be paid at maturity to maintain liquidity. 
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4. A high asset structure indicates that the company has abundant fixed assets, 
these abundant fixed assets can be used by the company as collateral to obtain debt. So 
that companies with a high asset structure have easier debt compared to companies with 
a low asset structure. It can be interpreted that the higher the asset structure, the higher 
the debt. 
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