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Abstract

'I'his study investigates the impact of the variablcs; tangibility, pr:ofitability (llOA). finrt
growth (growth). llrnr siz.e (size), coryrorate tax rutc (CTR) and Cood Coryolate (ittvcrlance

ICCC) cln the capital structurc ol'sector proprty and real estate in Indonesian Sttrk Exchiuige
(lDX) llum 2008-2014. The population of the analysi.s are all property and real estates listed in
Indonesian Stock Exchange (IDX) during 200ti-2014, there werc totally 52 corlpanics. Using
purposivc sarnpling rncthod, the samples of the study an: 16 comprnics. Thc rcsult ol'thc
analysis showed that tangibility fimr grorvth and Coocl Corporate Covernance (CCCt had

negative significant on the capital structure. On tlre othcr siclc, lirnr size (siz"c) has shown

positive signiticant on thc cilpital struclurc. Fir:ally. profitability (ROA)and corporutc tax rlte
(CJ'R) was not sigrriticant on thc capital structurc.

l. Introduction
The capital structure or hun,the lirnr's invcstrncnts are l"inancecl still bcconrcs tir)e ol'tlrc ruost

controversial issues in financc. Sincc the lvlodigliani and Miller's lanclrnark papcr (l95tl) delircrs ln
argunrent that capital structure rvas irrelevant in determining the firm's value and perfclrmanc'e under
perl'ect market conclitions with limitless arbitragc opportunitics, a nunrbcr ol'tlreories havc bcen

developed to explain rvhethcr <lne form of optirnal capital structure or finarrcing policy existcnces werc
taken into cousideration, and they have shorvn a relation with thc inrperf'ections in the capital markets
such irs agency costs, taxes. and infonnatiorr asymnretric's.

Kim and S<lrensen in Kumiati (2007) explain that the corlpanies whose shalcs are orvnecl hy
mflnagement will require nrore clebt. hecause of the control of the ou,ner easily rnaintains effbctive
power if their shares are not replaced. Caud et al.. (2005t ancl Deari and Deari (2ffi9t in onc hand

suggest that there is a negative intluence betwecrn the tangitrility o1'the cornpln\/'s capitll structure.
Tangibility shows thc amount of property owncd by thc company that can bc uscd as a nrcans of
collaboration by the company at the tinre of the clebt policy to anothcr party. Whilc the stu(l)'(Curunlu
and Cursoy, 20101 Harris and Raviv, 199 ll ancl Zive et al., 20 l3) on the othcr lrrnd approvc that
tangibility gives positive effect on the capital structure. Thc highcr the assets that can he plcclgcrl as

collateral, thc casicr ct>mpanics to gct debt conrparcd to thc oncs which do not have thrs kincl ot'
rclat ion.

Kurniati (2007) that states prolitability dlrcs not al'lcct thc conipany's capital structurc at thc

direction of a negative relalionship. Gillet al, (2009), Hossain and Ali (2012), Syadcrlr (l0l:l) and Shah
(2007), Chen (2015). Deari and Deari (2009) have noted that profitability has a ncgativc cflbct on the
capital structllre. This rneans that the higlrer the levcl of profitability of the conll)any, thc smallcr thc
debt used in iinancing activities, because conrpanies can use intcrnal equity clerived frorn the rctaineci

Keyrvords: Tangibility, Profitahility (ROA). Firrn grorvth (grorvth). Firrr siz.c (siz-c).

Curporate tax rate (CTR), and Cuocl corl)orate governilnce (CCCI)
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earnings in advancc. While Sirniyu and Huo (20 l3) and Margaretha (2014) suggestcd that profitahility
has a positive influence on the capital structure, Thc higher profitability of the conrpan),. the highcr
level of debt will do t.ln their business expansion.

Susanto (20 lt; and Gill ct al. (2(X)9) l'irrd out that thcre is no signil'iclnt inllucr](c ()l the

conlpany's gro\.\,th in the capital structure. Thc company's high growth latcs do not alrvays use a high
pmportioll of dcbt to meet the funding requircmcnts of the cornpany, Gill and Mathur (20 11) lbund a

negative inl'luence alnong lhe cornpany's grolvth ot'the capital structure. Thc smaller cornpnnies rvhich
use exterRal funds will nrake this cornpany to have suflicient internal funds to llnancc its rlrvrr

opcrations. In the nreantime, Hossain and Ali(2012), Sirniyu and Huo (2013), Deari and Deari (2009).

Chen, JC (2015), and Margaretha (2014) tbund that there is a positive influence betrveen the grurwth of
l'irnrs in the capital stu,tcture.

Gill et al. (2009), Mulianti (2010). Susanm (2011), Cilland Mathur (2011), Zat'e et al. (2013),

Sirrriyu and Huo (2013). Deari and Deari (2009), Chen, iC (2015) and Syadeli (2013) ellaborate thut
there is a positive influence between firm siz.e of the capital structure. The size of thc cornpany will be

resulting in an increase nurnber of the use of debt. Pujiani and Prasetiono (20 l 2) in the contradiction
tbund a negative influence of it. According to the pecking order theory, when the colnpan)/ use snrallcr

external funding, it means that large cornpanies tcncl to use snraller debt. At the srrnre tirne. thc

oppinion ol'thc researchers such as Joni and Lina (20 l0), Hossain and Ali (2012), Keni lnd (lotlclcss

(20 13) ancl Margaretha (2014) revealecl no cf'fect of llrnr size of'the capital structurc. Thc basis r>f'

nlanagc,.nent in making luncling policy is how to rninin.rizc the cr>st ol lunds, thcn thc large-srtrall
cornpanies will have no effpct on the size ol'the clebt levcl of thc conrpany.

Gill et al. (2m9) in their research on cornpanies in the United States lound that the Corporulc
Tax Rate (CTR) gives positive effect on the capital structure. They concludcd that the high CTR will
make companies elevate to the level of their debt with the purpose o{' tax evl.sion. Crll und Mathur
(20 11) found that there is a negative relationship between the capital structrJre C'l'R. whilc llastalorta
(20 l3) and Margaretha (20 14)found thatCTR has noet'fuct on the capital stnrcturc.

Corporate governance refers to how companies ought to be run, directed and controlled (Abor.

2007). Ir is relared to supervising and holding to account to those who direct and control the
management. Claessens et al. (2N2) also maintain that bcttcr corporate frameworks bencfit frrnrs

through greater access to financing,gl{gwer cost of capital, better performance and more favorable
treatment of all stakeholders. The [iiuntries that have implemented souncl corporato governance
practices generally experienced a vigorous growth of corporate sector, and grasp more ability in
attracting c*pital to lubricate the economy (Sheikh and Wang, 2012). Lee (2010) in lris rcsearch states

that the orvrrership rvill signil'y positive inl'luence to the dsbt/levcruge ol'thc corlrpuny. On the

otherhand. Trug and Ning (2004) concluclc that the ownclship rvill signify a ncgativc irnpact to thc

levcragc level ol'the company.
Funding fbr the company can be obtained fiom the cornpany's internal and external parlners.

Internal tunding in this study is viewed as the level of'profitability of the company. Whilc cxternal
funding is reflected in the capital structure . The leve I ol profitability ol thc c()nlpany property and rcll
cstatc scctor f'rrrrn 2008 to 20 1-l h:rs urtclcrgortc a sigrtil'rctrrrt irtcrcase t.nrrn 0.011 t() 0.07.1 ltoitttr in

20 13. Howevcr. thc lcvcl of profitability of the sector conlpanics clecrcascd irt 201-l lnrnr 0.073 poirrts

to 0.070 points. Capital strLlcture in the property sector ancl the real estatc each year f'luctuatcs
signit'icantly. ln 200ti to 2010 dcbt ratio ol'cornpany prorcrty and real cslatc scctor hacl dcclincd tronr

0.480 to 0.406 but rehound in 201I to 2014 fiom 0.420 to 0.446 (sourcc: wwrv.idx.co.id, authols'data
processed).

The increasing levels of property"s corporate capital structurc and real estate sector in 20 ll to

20 l3 wcrc directly proportional (o thc lcvcl ol profitability ol the cornpirny. Ppropcrry axd rcal estatc

scctors are also expcriencing an incrcased profit in 20 ll until 2013. This is rrot rclcvant to the pecking

order theory which states that companies with a high level of prolitability is likely to usc its orvn
intcrnal tunds and avoid to use of clebt in funcling its own operltions. The stutly aims at analyzing the

influence of tangibility. protitability, growth, tirrn sizr, and the corporate tax rate (C'IR) of the

t{
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company's capital structutr on the propefty and rcal estate seclors listed in the lndonesia Stock
Exchange during 2m8- 2014.

2. Previous Studies
There arre several previous studies that adopted as the basic icleas of this study. Research conducted by
Kunriati (2001) ainred to determine the ettect ol stock ownership by rnanagement and ownership by

the institution against corporate debt policy to reduce the agency conllict, using variablo structurc
control of assets, dividends, and profitability. The sarnples used were 46 conrpanies ol textile/garmcnts
listed in the Jakarta Stock Exchange during 2001-2006.'l'hc data analysis technique used is rnultiple
linear regression.

The analysis shorvs that stock ownership bv managcment has a signiiicant ncgativc ct't'ect on

the debt poliey. Share holdings by institutions gives significant ncgativc el'lect on the dcbt policy, lssct
structure shows signit'icant negativc el'fect on thc debt policy, the diviclend signilies a signil'icant
negative effect on debt policy and negatively aflect profitability but not signiticant in give's response to
tight back against corporate dcbt policy. This shows that stock or.vncrship by managcntcnt anct by thc

irrstitution can reduce the agency conllict.
Research conducted Gill et al (2009) seeks to replicate the research conductcd by Biger,

Nguyen and Hoang (2008) who found the determinants of capital structlrre. The ernpirical results show
that leverage is negatively rclated to the profitability ot' tlrc conrpuny. This rcscarch off'ers a uselul
insight for the service industry owner or operator aud nranager based on empirical evidence.
Theoretical studies predict a positive relationship betwecn collateral assets and lcverage.'Ilre l'indirtgs
show the opposite re.sult: a decrease in leverage occurred while the proportion ol'fixccl assets in t()tal

assets increascd company. Thc service industry is usually characterized by a rr:lativcly low level tlf
fixed assets. Current asseLs can be easily converted into cash and thus have a capacity of more liquid
than fixed assets.

This study also fclund no signiticant association between the levcl ol taxes and leverage. The
tax rate is not a significant determinant of capital structure in tlre service industry. Non-debt tax shie ld
has no efl'ect on leverage.'[he tax rate is not the determinant of capital stn"rcture in the service industrv.
Previous stuclies reported a positive con'elation betwecrr firrn size uncl leverage. lt is lirunil that ncl

significant relationship between llrrn size anQ[perage. There is no significant relationsltip betwecn
growth opportunities and found leverage.'l'he giowth opportunities are nol. the dcterniinants of capital
struclult in the service industry. 1"he findings of this study cun only be generaliz-cd t(i a scrvicc
conrpany sirnilar to those includecl iu tltc prcscrrt study. Futurs rescarch shoulcl invcstigatc thc
generalizability ol'the tindings outside the service sector. imporlant control variables suclr as indusiry,
etc., should be used to detcrmine othcr factors altbcting capitll structure .

Joni and Lina (2010) noted that the purposeof their research is to tesl and analyze the impact of
profitability, firm size, asset growth. asset structure and trusiness risk.s of the company's cirpital
structure. This research was conducted at a manufacturing company listed on the Stock Exchange with
the study during 2005 to 2007. There were 43 companies that rnet the criteria of the study and the stutly
was conductcd by using multiple rcgrcssion analysis t<l test all the hypothescs. The results indicatcd
fiat the growth in as.sets. profitability. and asset structure have an intluence on the company's capital
structure rnanufacturing. While the size of the company, dividends and business risks do not atfect thc
cornpany's capital structure.

Mulianti (2010) analyzed the influence of variables finn size (SIZE), business risk (BRISK),
liquidity (CR) on dcbt policy (DTA) and the effect of debt policy on l'irnr value (PBV) in
nranulacturing companies listed on Indonesia Stock Exchange during 2004-2007. Susanto (2011)

empirically tested the el'fect of mrnagerial orvnership and institutional ownership, dividend policy. thc
company's growth, profitability, company size, systenratic risk, investnrent opportunity set and thc
asset structure of the debt policy. The population used in his study rvas all ol'thc conrpanies listed in
BEI with the obseryation during 2005-2008. The sample collection rvas done by using purpt'rsivc
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sunrpling nrethod. The data used i,r this study werc oblaincd frou'r the financial statcnlents, and a

summary of the pertbnnance of the company issued by the conrpany and Bapepanr-LK.
Gill and Mathur (201 t) have investigated the deternrinant t'actom that affect the corrrpany's

financial leverage in Canada. A sample of 166 Canadian conrpanies listed on the Toronto Stock
Exchange tbr 3 years (2008-2010) were gathered. Thcir study uscrl r co-relational and non-
expcrimental research design. Rcsults showed that the company's flnancial lo,eragr: in Carrada u,erc

affected by collateralized assets, prol'itability. the effective rate ol'tax, c()ntpany siz"c, growth
opportunities, the numberol'children. and the doll industrics. This study contributes to the literature on
the f'actors that affect the conrpany's financial leveragc. The lindings nray be useful lcrr financial
rnanagers, investors, and financial management consultant.

Pujiani And Prasetiono (2012) stucly was conc[rctcd to exanrinc tlre ol'['ect lleturn on Asscts.

Sales Crowth. Asset Structure, Finr Size, and Investrnent Opportunilies siz.c oI tlre cornpan)1's l'inlnciill
levcruge. This study compared two sectoni of rnanufacturing conrpanics that have becrt laurtcgcd to
public in Indonesia Stock Exchange during 2m8-20 11. The sarnpling technique used rvas pulposive
sampling method and the data obtained were l5 companies rnanutacturing a variety of industrial
sectors and 25 ot'the consurner goods sector. Analysis of the data usecl was the classic assumpti()r) test,

rnultiple linear regression analysis, T test, F test. the coeftjcient of detennination. ancl the latter is tlrc
usc of cliff'erent test (test chow). The study shorved that in companics of various inclustl'ies will shnrc

retun on assots, asset structure, and significant investment opporrunities. To test the ec;uivalence
coelficients fronr a variety of industrial and consumergoods companies. this study uscd a differcnt test

ol'chow test. The test results demonstlated thirt the value of F count chow more than F table (2:26>

l.-53) and showed no dillerence between the deternrination ol'the company's various industrial sectors

und the funding dec:ision of the consurrer goods sector.
Hossain and Ali (20 l2) This study uttempts to explore the irnpact of specific f'actors on tltc

conrpany's capital structure decisions for a sample of 39 conrpanies listed on thc Dhaka Stock
Exchange (DSE) during 2003-2007. 'l'o achieve the objectives. this study tcsted the nullhypothcsis that

there are certain factors that tlre company is profitabrlity. tangibility. non-cleht tax slriclcl. opprrrturritiv
sro\\/th, liquidity. volutility ol'incoltre. sizc. divitlcnd palrttcrtt. rtturt;.rr.rcrii.ll orvrtcrsltiP. untl ittrlttstt'r
classitlcation has signilicant the inrpact on icr,eragc using l flxccl ettcct rttodcl cstirttation urtder

Ordinary Least Squares (OLS) regression. Multikolirrearitas chccking and cstinlating throurh
reglession analysi.s and Pearson correlution autoregressive model ol'each study ibund that ptotitahility"
tangibility, liquidity, and signific:ant man*gerial ownership and the negative impact on leverage.
Positive and signif,rcant eff'ect on growth opportunities and non-debt tax shielcl on leverage have been

found in this study. On the other hand size, incon:e volatility, and dividcnd puyrnents arc not found
significant explanatory variable lcverage. Results also showed that the anrount tlf debt to assuts rirti()
dil'f'ercd signil'icantly across the industry ol Bangladesh.

Hastalona (20 l3) thc purpose of this study was to analyze the efl'ect of firm size, business risk
(BRISK), liquidity (CR), protitability (profit). the corporate tax rate (CTR). and non-clebt tax shield
(NTS) on levcrage ( DTA) in manufacturing companies listing on the Stock Exchange with the rangc
2007-2010. The selected population is a contpauy manufacturing sector witlr nrorc than 123

companies. Taking the sample usirtg purposive sampling method, so that the sample obtained h), l0
cornpanies and total observation in this stucly reached 1 20 observations. The analysis technique used is
rnultiple regression analysis. Thc data used is seconclary clata obtaincd from llnancial statcrricnts.
l{ypothesis testing using statistical F tcst and t tcst u.sing an alpha ol 5ct,. Of tcsting using the F tcst carr

be seen that the size of thc conrpany. lrusiness risk, liquidity. protitability, cor?oratc tax rate ant] non-
renewable energy tax shield jointly significant ef'fuct on corporatc leverage. Statisticrl rcsults of'thc
parrial t test showcd liquidity and non-dcbt tar shiclcl signil'icant cl'lcct on corporntc lo'cragc. Whilc
the siz.e o1'the company. thc profitability ol lhe business risk. uncl tlrc corporiltc tir\ rirtc (locr rrot

significantly inlluencc thc cornpany lcvcrage .

Zare et al (20 13) This study tested the cornplny's siz-c. the structure ol assets arrd thc el't'ect ol'
age ort the tlnancial leverage; This is in line with and based on the theories presented the best known irr
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thc l'ield of capital structure (Pccking Older Tlrcclry ancl the'lrade <lll'tlreoly'l of thrcc lactors: tltcr siz-c

of the conrpany, asset su'ucture and age has hcen del'incd as variablcs that attcct tinancial lcvcragc. In
the next step the intluence of these filL:tors has been tested on the tlnancial leverage basecl on dithrent
lit'ecycle (Crowth, maturity and decline steps). fhat is rvh1, thc necessary clata tor this study u,crc

collected flom 69 cornpanies rrrembers of the Tchrarr stock cxcharrgc in l(X) l-l0l(). 'iltc srtlcrti.'
sh<>wed that the conrpany's financial levcrage 'is irrllucnced hi.'thrcc virrurblcs lirrn rLgc. 'izc urr,l

strllcturc of its asscls in cornpanies listed in Tehran Stock Exchange. Also thc conrp;rrrics'lilr'trrlt'
alTect the manager's decision to sccu[e finance.

Sirttiyu and Hou (2013) real estate conrpanies in China need to restructure capital to dcepen and

cxpand additional tunding sources such as real estate investrnent trusts, venture capital, mez.zaninc

linance and commercial mortgage backed securities. This stLrdy ainrcd to analyze the tactors that

influence the harness betrveen the quoted real estate development company in China. Sample 90 real

estate companies quoted on the Shanghai Stock Exchange (SSE) and the Shenzhen Stock Exchange
(SZSE) for the period covering 2005-20 ll was chosen, howevcr. because the intormatiott is not

capahlc. only 68 sarnples were analyzed using fixed effects rcgression.
Results of research conducted as tbll<lws: rlranagemenl experience, company siz-e, "guanxi" in

Chinese cotnmon sense (personal relalionship / business). the cornpany's growth. the coutpany's
profitability. asscts tangibility positivc and significant inrpact on lcverage, whereus:'l'he arnount of
interest is negative arrd significant, business risk and age olthe conlpany is negutive antl not significlnt
to leverage tl"te company. Overall, the results o1'this stucly are corrsistent with the predictions rrl'r'aritrtrs

tlrcrories docunrented and prcvious n,orks.
Sy'adeli (20 13)This stLrdt,airns to tletcrnrinc w,hcthcl lhc ou'ncrshil) slnlctur'r:. prrrlitahilitr. irrrtl

the size of'[hc' contpitnv sinrultaneously sigrrificiurtiv inlluencc dehl policv. Arldrtrorrlllv in lhts slLttlv

also tested whether thc owncrship structure, profitability. and the sizc o['the conrpanv partiall),
significant eftbct on debt policy and which ol'the ownership stnrcture, profitability, and the size ot thc

company the dorninant influence on debt policy. Sample collection techniques used in this rcsearch is

purposivc sampling to rnanufacturing cornpanies in the lndoncsia Stock Exchangc (BEI) lrorn 1008 tt>

201 0.

The analytical rr:ethod used is multiple rcgression analysis. The rcsults showed that thp

variablcs sirnultancously ownership structure. protitability. antl firrn sizc has a significunt intluence on

the policy loan. Besides profitability (ROl) has a ncgativc influence on the sizc of the conrpany.
selanjutnnya siz-c ol'tlie cornpany hus signilicant influence. While thc ROI (returu ort irtvesttttent) has u

dominant influence terhadp company size.
Keni and Goddess (2013) This study airned to examine the el'f'ect of institu(ional orvnership,

growth companies. asset structure, company size, earnings volatility and dividend policy on corporatc
clebt policy, The sarrrples usecl were the data lOtl rnarrufacturirrg conrpanies listed in lndonesia Stock
Exchange during the ycars 2()()7-2010. Datu analysis was perfbrmed with the help of the prograrn
PASW Statistics vcrsion ltt,00. The results shorv that institutional orvnerslrip. growth cornpanies. asset

structure and dividend policy has an intluence on thc policy ol'thc conrpirny. rvhile the siz,e ot'thc
conrpany's debt and earnings volatility has no inlluence on corporatc debt polic,v.

Margaretha (2014), this study aims to find the factors that influence the policv ol'dcbt ol puhlic
companies in Indonesia. The sarnple used in this study is a norr-finlneill corrrl'rlrrrcr listccl on tlr.
Indoncsian Stock Exchange (llEl) lirr thc period 2007-l0 l l. "l'hc irrrlcpcnrlcnt rur.iirtrlc ur thi\ \turl\ \
the siz-e of the conrpany. tangibility oF a.ssets. profitability, tax ratc, non-de bt tax shie ld. lncl thc growth
rate of the industrial sector, while bound is leverage.

The analytical methocl used is rnultiple regression. Basecl on t test results showcd that the

tangibility of assets. protitability and growth rates havc an irrpact on lcverage, wlrcrcas thc siz-c ol'thc
company, the rate of tax, non-debt tax shield and industry classification had no et1'ect on leverage.
These results demonstrate the company's manflgelnent needs to consider tacrtors that include asset

tangibility. profitability, and growth rates, debt policy decisions.
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3. Hypotheses
ln studying the superiority of comprelrensive inconre to net income for capital structure, the tollowing
hypotheses were granted:

(Hl) tangibility gives positivc impact to capital stnlcturr. Tangibility (1NC) is a ratio of frxed
assets to the total assets

(H2) profitability gives positive eff'ect to the capital stnrcture. Protitability measures are

selected as Return on Assets (ROA). Return on Assets (ROA) is a ratio of earning after tax to the total
assets

(H3) company's growth gives positive effect to capital structure,
(H4) conrpany's size gives positive effect to capital structure
(H5) corporute tu.y rote (CIR) gives positive eU'ect to capital structure
(H6) Cood Cortrxrrate Covcrnance gives positive cff'ect to capital strlrcture

4. Ilesearch Method
For the proposed rcsearch nrode ls lbr testing the hypothcses Pnrpcrt_r. dan Real Estate ctirrtpartics listecl

in IndonesiaLn Stock Exchange tirr the tirne 2(X)7-10 l4 u,erc sarnplecl. lt is cstinrittecl thut thc rcscurclt

rnodels will last tor cight years. Finally, it is estimatcd that thc rcscarch modcls ussd cross-scctional

data for each year (2007 to 20 l4). It is estimatecl that the research rnoclels tbr tlre sarnple of conrparties

in the same way as:

Y = a * FrXr * 9zXz * FrXg * F+X* * 0sXs * p6X6 * e
Description:
Y = capital structure
a = Constant

Ft, Fr, F.,0n,0s,0u = Regression coeficicnt
X I = Tangibility
X2 - Profitability
X3 = Company's growth
X4 = Company's size

X5 = Corporate Tax Rate
X6 = Good Corporate Covernance
e = errOr

4.1. Hypotheses'l'esting

4.1.1. 'festing Impact ol'Tangibility on Capital Structure (Il I )
Tangibility is the ratio betwecn tlrc fixed assets to total usscts rhirt cilr) dt'tcrrnirrc the ILrntlrrr:t

allmations to each asset cornponent (Kurniati,2007).'fhe uvelugc ot all corrrparries havc tlrrgiblc
assets in the fonn of tjxed assets and the value of liquidity that can bc sold. Creclitors u,oulcl bc rvilling
to providc loans if the assets are used as collateral mortgages that havc a valuc proportional to thc
amount of borrorved funds. It is predicted that if the debtor is unahle to pay the lr:an, assets that ure

pledged as collateral can be sold by the bank as the lender to repay the loan of the debtor (Susanto.
20r l).

Tangibility negatively affcct the company's capital structure. Tangibility shorvs thc anrount of
property owned by the company that can be used as collateral by the company at the timc ol the debt
policy to another party. This is expected to support the conrpany in implernenting the debt policy,
because the conrpany has sufficient assets to use as collateral (Kurniati 2007: Puiiani and Prasetionn,
2012). -t'angibility gave positive eff'ect on thc capital strucrturc. "l'he higher thc assets that can be
pledged as collateral. the easier cornpanies to get debt conrpared to contpanies that do rrot have
collateral ag:rinst dcbts (Susanto. 201 l; Keni and Dewi.20l3: ancl Zare er al. 20 1-i,1.

2
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4.1.2. Testing Impact of Profitability on Capital Structure (H2)
Plofitability is the ratio used to assess the company's ability to generate profits in a givcn period
(Purwohandoko et. A1.,20 l4). Profitability also reflects the level of etfectiveness achieved by an

operational company (Ukago in Hastalona, 2013). Conrpanies that have high levels of high protitability
will generate more funds for the company so that it can be used for the c<lmpany to crovcr liabilities or
funding so that it will be able to have an impact on the rcduction in the level ot cor?oratc deht. In othcr
worcls, if the company is profitable then they have to suppress the use of'clcbt (Susanto,20 I l).

The inrplications of tlre pecking order ther:ry states that tlre cr:rrrpanl,profitable usc dcbt in

small amounts, it is not because the conrpany's target deht ratio is lorv but it is l'rccausc they rtced

relalively little external tinancing. Pccking order thcrlry suggests that lnanagcrs prcl'er t() r.lsc thc lrr\t
linancing lo retain curnings thcn rlebt lnd linally thc sllu ol ncw shirrus 'l-lris linrlius hir: slurlt'rl tlru

sanrc opinion as that ol'Kurniati (2007). Cill et al. (20091. llossain lrrd Ali (2()ll). .Syadcli (l0l.l) rntl
Shah t2007). They satcl that prolitability huve a negative eft'ect on thc cirpital structure. At the sarne

tirne, Sirniyu and Huo (2013) and Margaretha (?0 14) also suggestccl that profitabilit;'have a positive
influence on thc capitel structure.

4.1.3. Testing Impact of Grort{t on Capital Structure (H3)
Thc company's growth is the cgrgpany's ability to increase the size of the company. Thc company's
high growth rate should be used as a source of equity financing in order to avoid agency costs between
principal and agent. But if the company's gl'owtl"l rate is low. then the coflrpany is better ulf using dcbt

to linance their operations. ln detennining extemal funding, the company should corlsider whcther the

fund wilt be obtained through debt or the issuance of new sharcs. On average lcvel, the cotnpany
would prefer to use debt than if it had to issue new shares due to sharc issuance costs to be borne
greater than the loan interest expense (Susanto, 201 l).

Gill et al. (2009) and Susanto (2011) also appror,c that there is no signilicant irrlluerrce ot the

conlpany's growth (growth) in thc capital structure. Ihe cornpany's high growth rates do not tencl ttt ttsc

a l<lt ol debt to meet tunding necds. Thc eompany,'1i -srowth rvith incrcasing assets fronr tlcbt. hccause

conrpanics are llorc likcly to lvoid the risk it'it is uot able to pay it oll'. Cill and Mathur (201 l) I'ound a

negative intluence among the cornpany's growth (growth) to the capital structure. The smallcr
contpanies will use extemal funcls because the comparries have sultlcicnt intcrnal funcls ttl littitttcc tts

own operations.

4.1.4. Testing hupact of F'irm Size on Capital Structure (H4)
Siz.e cornpanies describc the size of a conrpany that can be e xpressed by total ilssels ()r total net sitles.

The greater tltc total assets ot" sales, thc glcater the sizc ol' the cornpany. The -srcater the assets. tlte

greater the capital invcsted and nlore and rrrore also in the courpuny's tur'llover. Tlrus, thc sizc ot'tltc
cornpany is the siz-e or magnitude of the assets owned by the company (Hastalona, 20 l3). The big*uer it

colnpany, the greater the trend of using external funds. This is because large companies tencl to have

largc firnding recluirements and fulfills one of the avarlablc funds than use cxtcrnal ottc (Titntan und

Wcssels in Pujiani and Prtsetiono,20l2). In the meantirnc, Cilletal. (2009). Mulianti (2010). Susanto

(2011). Cill and Marhur (2011), Zare et al. (2013). Simiyu and Huo (2013) and Syacleli (2013) statcs

that there is a positive influence between firm size of the capital structure. This is bccause largcr

companies have a high risk of bankruptcy and therefore largc cornpanics plelbr to I'und thc contpany, to

usc internal funding and to be careltl in using debt. Lrrgc companies can easily acccss thc capilal
rnarkets. Ease of access to the capital markets means that companies have the llcxibility and ability t<t

obtain funding. Many stuclies stating that thc conlpan\"s dcbt policy is influcnced b1'tlrc rize ol'thc
cornpany and suggcstcd a positivc rclationship bctrvcen tirnr sizc and clcbt policy.

4.1.5.'Iesting Inrpact of Corporate'Iax Rate on Capital Structure (H5)
Corporate tax rate is a c:ertain perccnlage that is cleti:rnrinccl by the tax laws to dcternrirrc thc ar)rount ol

income tax rate irnposed on the company. The amount <lf the tax rates sct tbrth rn aniclc |7 ot Lalv No.
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36 of 2ft)ti, so the ratc is knorvn as the general rate of incorne tax Article l7 (Tiahjono an(l Huscin
2(X)9). This variable is related to the arnount of wealth thatcan be uscd as collateral. Thc company rvill
tend to use larger debts if he did not have a ilexible asset structures or are ntore sntoothly. Investors
r.vill be easier to grant loans or debt if there is a guarantee. Myers and Mujlul (1984) states thilt thr-

composition of the c<lllateral value ol the compirny's assets lf'tects thc linancing s()urces. Blighrrn and

Gapenski (1996) statcd thflt in general companics that havc a guirrantcc. it will bc casicr to gct dcbt
than conrpanies that do not have a guarantce.

Frorn the research conclucted by Cill et al. (2009) it is suggestcd that CTR gives positive ef'l-ect

on the capital structure . They considered thut the high CTR rnake compunics elevatc the lcvel ol'the ir
debt with (hc purposc of (ax evasion. Gill and Mathur (20 11) ulso suggests that thcrc is a ncgurivc
relationship between the capital structure CTR. The higher the C"l'R, thc more the manager will rcduce
the lcvel ol'corporate debt. While Hastalorra (201:l) and Margaretha (2014) appro\/e tlrat CTR has no
e lf'ect on the crpital structure.

4.1.6. Testing Impact of Good Corporate Goyernance on Capital Structure (H6)
Corporate governance conceflls the relationships between internal governance with corporate
mechanism and conception of a society within the scope of cor?orate accountability (Deakin and
Hughes, I997). Capital structure is also very important bccause it is a rclationship strong l'inancial
nranagcment capabilities to meet the neecls of stakeholders (Velrranrpy and Aloy,20l2).According to
the new theories of capital structure, the clecision can be influenced by various factors: corporate
goverilance is one of them (Kajanirnthan, 20 l 2).

Good corporate governancc lhctors used in this study is thc l}oald ol'Directrlrs (BOD). u,liich
consists of board independence and managerial ownership. Board lndcpendencc is a high degrce of
br:ard independence which enables nonexecutive directors to rlror"ritor the actions of the nranagenrent
nrore closely (Sheikh and Wang,20 l2). Managcrial owncrship irr the c()r"n[)ar)\"s tirrlirciul \tirlclr)cr]l\.
as shorvn by thc pcrccntagc ctl' orvncrship tlf sharcs rrl thc eornplrr-\, hY the rlurrrirge r. r\ttoltlinL to
Wahidahn,ati (2M21 the percentage ownership of sharcs by thc nranagcrrcnt t>l thc htiard ol
comrnissioners and directors who lclclk the decision nranagerial ownership gives picture that thc

magnitude of the managerial ownership can be calculated fior:r a specitic period in units of percentagL'.

4.2. Scope of the Research

We study the Property and Real Estate Companies listed in lndonesian Stock Exchange (lDX) because

case of access to the corporate data and the Prclperty and Real Estate Cc,mpanies in Indonesia is still
growing and strong against thc global crisis. Therelbre it is important fclr us to know horv the
company's capital structure in Property and Real Estate Cornpanies and which factors influencc it. At
the time of this study the financial statements fbr sevcn years are available. theref'orr, the tirne period
oli rhe study restricted to 2008-2014.

4.3. Sample

1'he sarnples in this stucly using purposivc sampling metho(l. The company which publishes thc anrrual
financial staternents of the period 20011 to 20 14. This periocl becarnc- one of the sanrpling critelia tilr
complctcncss ol'rcsearclr data n'hich rvill ait'cct'"vhethcr or not valicl rcscarch will bc obtainccl.
Additionally, the studied conlpany is a conrpany that has orvncrship board.

4.3. Source of Data

The secondary data were obtained from tlre company f'inancial nlanagernent published in Bursa Etck
Indonesia(BEI). The data u$ed are financial reports during 8 ycars that was startecl tiorn 2001t to 20 14,
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Thc conrpanics in Propeny dan Real Estate agents which wcrc listcd in []ursa [ilck lndoncsia ([]tjl)
Thc companies rvhich released the the report of companics' itnnual reporl from 20011-2014.

Prorlerly dan Real B.state comrranies rvhich lrave board ownsrshit:
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Source

*signilrcant is under .5cri of the levcl
: the dilta were analyzetl in 2015

signi ficant

Based r>n table l. we can see that tangibility is a significance level of 0.022, size have a

signincant level of 0,020, GCG is a signilicance level of 0.041, and a significance level of growth
(grorvth) of 0,005. Because the signilicance valuc of 0.05 it can be concluded thsre is inlluence
bctween variables tangibility. size, GCC. and growth (grorvth) on thc capital structure. While thc
signiticance of a variable levelof profitability (ROA) of 0.347 and a significance level of corporate tax

rate (CTR) of 0.113 due to the significarlt value of these variables is grerter than 0.05, it cln be

concluded there is no inf'luence betu,een thc variables of profitability (ROA) and the corporatc tux riltc
(CTR) of the capital stmctuie.

Results Table I shows that the adjusted R-square value is equal to 0. 166. This su-qgests that the
variation of the independent variables can only explain 16.67a vuriation ol'thc dcpendcnl variablc.
while the remaining ti3,4% is cxplained by other variablcs outside the indcpendcnt variablcs,

5.1 Results of Testing Hl
Tangibility gives negative sf'fest on the capital structure mcans lhut conrpiurics with a high tungihility
tends to reduce the use ofextenral funds or debt to flnance operational activities tbr internally asscssecl

ancl snf'er liom the risk of bankruptcy and morc quickly obtaincd. Trngibility is negatively related to
leverage and consistent with The irlplications of the pecking order theory, According Caud et al.,
(2005) the possibility of explanation for the negative relationship between rsset tangibility arrd

Ieverage could be based eIBthe assumption of Pecking order theory. The authors share the sanre ideas

that the company with a lower level of intangible assets is subject to the asymmetry of intbrrnation
problems, and consequently, more willing to use clebt to finance their activities.

5)

5. The Results of Hypotheses Testing
In this section of the paper, it pl'esetlts the analysis of research hypotheses. 'lhe follorving subscctions
provide analysis of results of hypotheses testing at total sarnplc le rnel. industtiul group leve l, ancl ye lr
levcl.

l'robabilit.v vII.'Variabel Coellicients t-statistic

TANGII}ILII'Y
It()A
GRO}V'IH
SIZI:,

CTR
(;c(;

f-statistic
Ad Rr Square

-0, t4rl
0.1I I

-0,0,s5

0.032

-0,01 .s

-0,005

0,t66

-2..r32

0.945

-2.tr76

l,.r(il
- 1..598

-2,073

4.449

0,022*

0.347

0.(x).st'
( ).()l( )"

0.1 r3

0.041*

0.001 "
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5.2 Results of Testing H2

1-he significant value of the variable profitability of> 0.05 shclrved that there is no significant influence
between the variablcs of profitability (ROA) of the capital structure. Thc rcsults of thc testing arc in
accordance with a research by Kurniati (2007) and Hastalona (2013) rvhich state that the profitability
(ROA) has no effect on the capital structure. Profitability has no effect on tlre capital structure shows
that revenue growth is not sufficient to purchase the company's assets. Therefore (he r.rse ol'lunds l'r'orn

cxtcmal pafties or the debt can not bc avoidcd.
This phenornenon occurs irr thc c<lrnpany's propcrty and real cstate husiness bccause ol'

conrpetition in this sector is largely cleterminecl by the availtrbility of lands wlrere the nurnber of'therrr
is getting smaller. Every cornpirny is trying to get cheaper land beforc it rvas bought by other
companies. In the opinion of Teguh Satria in Kurniawun (2014) as a real cstate cxpefi on lndonesia, the
parties may take advanlage of government pro-qranrs to builcl housing for thc nricldle to lower is thc hig
developers. the article in Law No. I ol 201 I statecl tlrat dcvelol:n)ent rnu:it cornplclc )(l1l ol
developrnent beiore tlre property can he solcl (source: lvrvlv.rci.or'.i(l). So us to bc irhlc to clo tltc
construction of large capital needs. the property and real estate cornpanics rely on internal sources as

the n:ain source of funding (Kurniawan, 20 l4). It supports the results ol'stuclies which claim tlrat

profitability does not affect the conrpany's capital structure ol'property and rcal cstate sectors.

5.3 Results of Testing H3

Bused on test results, the value of the company's growth variable signil'icance <0.0-5 then therc are

ncgative influence betwecn the variables of growth On the capital structure . These results ol' lesearch
conducted by Pujiani dan Prasetiono (2012). They t'ound that there is a negative influerrce betr,veerr

growth flrnrs on the capital structure. 'Ihis results due to the greater gro.,vth of the company. the
greater company needed funds, but the tunds of tlre debt certainly have a high risk of dct'ault. srl

property companies tend to be f'unded tiom equity.

5.4 Results of Testing H4

Basecl on test results, thc signil'rcant valuc of variable size companics <0.05. therc is posrtivc
signil'icant inlluence between tlie vlriables ol'l'irnr siz.c (sizc) ol'thc cupital structure. This is consistcnt
with research Joni and Lina (2010). Hossain and Ati (2012). Keni and Coddess (2013) and N4argrrethl
(20 l4) revealecl positive effect ol f,rrm size (size) of the capital struclure. -l'his result txcurrecl trccitusc

the greater size ol the company,so the greater financing necds, and led to propcrty cornpanics( cntl
to fulfill requirements from lhe debt funds.

5.5 Results of 'I'esting H5

l'he test results shorved that the value of the variable significance corporate tax rate (Cl-R) >0.0,5. rve

crxclucle there is no significalrt influence between the variables ol'corporatc tax rate (CTl{) ot'thc
capital structure. The rcsults arc in accordtrnce rvitlr the rescarch by Hastalona (2013) and Mlrgaretha
(20 l4) which stated that the corporate tax rate (CTR) has no effect on the capital structure. Co4rorate
Tax Rate (CTR) does not afTect the capital structure due to changes in tax rates applicable undel the
Law on Income Tax No. 36 of 2008 which is applicable ctlbctivc as of January 2009. rvhich uscs a

single tax rate so that there is no lclnger nrarginal ratcs that can be utilized by the com;:any. Thus, the

higlr corporatc tax rate the company does not significantly afltct thc company's capital structure.

5.6 Results of Testing H6

The test results showed that the value of the variable significance of srxrd coryorate g()\,ernancc (GCCj)

<0.05, we conclude therc is signil'icanl influcncc hetwcen o1'soorl c()rP()riltc sovcnrilncc ((i('(it rrn tlrc
crtllital structure. Funhcr'. tlrc ncga(ivc rclationsltip ol'rlirrragcrial rlwncrship srrggcsts lhir( nrorc
lcverage is less at(ractive to manaSers becausc it irrrposes highcr risk to nranlgcrs than to public
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investors. This finding is the same as tha{ of the statement which approves that the agency theory
suggesting that managerial Increased ownership aligns the interests of managers with outside
shareholders and reduces the role of debt as a tool 1tl mitigate the ugency conflicts (Sheikh ancl Wang.
20t2).

6. Summary and Concluding Remarks
Based on the rcsults of research ancl discussii:n, it can bc conclucle,d thal thc trrrrgihililr. Prof'itirhilitr
(ROA), grr)wth. firrtr siz.e. the c()r'porirlc lilx rirl0 (C'Tl{t. lrntl -utiotl .()rl)r)rirlt' !r)\clnirrrr't(it (i ;t,rrt r

aU'ecl the capital stnrcture of property sector ancl real cstatc cclnrpanics listecl in thc lnrloncsiirn .Stock

Exchirnge (BEI) during 2008-20 14. The result of the analysis shon,ed that tangibilit), l'irnr growth
(growth) and Good Corporate Covernance (CCC) had negativc significant on the capital stmcturc. C)n

the otlrer side. firnr size (size) has shown positive signilicant on the capital structure. Firrully,
profitnbility (ROA) and corporate ta.\ rate (CTR) was nol significant on the capital structure..

Further rescarch is expected to conduct similar studies with diff'er"ent objects fbr example in the

area of the intiastructure and utilities sector or companies of the rnlnutacturing sectors rvith a sarnplc
sizc oimorc than 26 conrpanies. When tlre nurnberof sanrples is lirrritecl, it could not be able to explain
the tactors that af"fect the company's capital structure.
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