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ABSTRACT 

  Capital Structure is a combination of debt and equity. Funding decisions related to investment spending 

or financing activities.” The funding sources can come from internal or external sources. In determining 

the optimal capital structure decision becomes a very difficult task for financial managers because the 

impact will involve the prosperity of the company and the people in it, the managers in charge of finding 

the right proportion of the use of funds for the company. The purpose of this study is to examine the 

factors that influence capital structure and obtain empirical evidence regarding the effect of Growth 

Opportunity, Asset Structure, and Sales Growth on Capital Structure in manufacturing companies listed 

on the Indonesia Stock Exchange. The research subjects are manufacturing companies listed on the 

Indonesia Stock Exchange for the 2017-2019 period. While the object of research includes Capital 

Structure, Growth Opportunity, Asset Structure, and Sales Growth. The research uses a panel data 

model, where in the early stages the selection of a panel data regression model is carried out in 

accordance with the research data. The selection of the most suitable panel data to be used is done by 

using the Chow test, Hausman test and Lagrange multiplier test. Based on the selected regression 

model, the research hypothesis was then tested. This study uses a purposive sampling technique to 

select companies to be sampled. The results of this study indicate that “growth opportunity has a 

significant effect on capital structure, asset structure has no significant effect on capital structure and 

sales growth has a significant effect on capital structure.” 

Keywords: Growth Opportunities, Asset Structure, Sales Growth, Capital Structure. 

 

1. INTRODUCTION 

The existence of globalization and free market competition 

in this era requires companies to carry out strategic 

developments continuously in order to survive, develop and 

be able to avoid the threats of increasingly tight competitors. 

One strategy to avoid these threats, for example by carrying 

out various innovations and product development. 

Every company is competing to try to innovate and develop 

its products in order to anticipate increasingly fierce 

competition from both large and small companies. To 

innovate and develop the company's products, of course, it 

costs money. Therefore, funding issues related to capital 

structure are very important in a company. In making 

funding decisions for a company, a financial manager must 

be able to allocate the cost of capital to be used. Capital is 

one of the most important things to start or develop a 

business. Therefore, a company must determine how much 

capital is needed in order to finance its business. 

Funding needs can initially be financed using sources of 

funds from within the company. However, as the business 

grows, the cost of capital required increases. If the company 

is no longer able to use funds from within the company for 

financing, then the financial manager must use funds from 

outside the company in order to meet the required capital 

costs, either by using long-term debt or short-term debt. 

Whether or not a company's funding decision is good can be 

seen from the capital structure.  

Capital structure plays an important role in many companies. 

Capital structure is a way for companies to use multiple 

sources of funds to finance their operations and growth [1]. 

The size of the capital owned by the company will greatly 

affect all activities within the company. The company must 

be managed very well and professionally to achieve the goals 

of the company itself, the financial function itself is one of 

the most important functions in the company's activities 

because this function will relate to the interests of many 

parties such as creditors, shareholders and company 

management. The company must also carry out its 

operational activities in accordance with the objectives 

established by the company.  Masnoon dan Saeed [2]  state 

that capital structure decisions are one of the key financial 

decisions in financing assets and increasing business capital. 

According to Fahmi  [3]  “capital structure is a description of 

the form of the company's financial proportions, namely 

between owned capital which comes from long-term debt, 

and own capital which is a source of financing for a 

company. Sudana [4] states that the capital structure is 
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related to the long-term spending of a company as measured 

by the comparison of long-term debt with its own capital.” 

Sources of funding can come from external or internal 

sources, internal funding sources can be obtained through 

cash flow in operations or retained earnings obtained from 

accumulated profits in previous periods, while funds 

obtained externally come from loans or the use of debt. 

Companies that use funding through debt will reduce tax 

costs and can increase returns for shareholders but by using 

debt as a source of funding for their companies, this company 

will increase financial risk, where companies must be able to 

pay interest on loans from these debts and pay them off when 

they fall due. . The use of debt will be more profitable when 

economic conditions are good because it lowers the cost of 

capital and increases returns for shareholders than using own 

capital. 

Manufacturing companies are one of the companies that 

contribute greatly to foreign exchange and GDP (Gross 

Domestic Product), and are able to absorb a lot of workers. 

The Ministry of Industry of the Republic of Indonesia targets 

manufacturing companies to contribute 40 percent of GDP 

in the next few years [5]. Product development in the 

manufacturing industry will require large funding so it must 

be very careful in determining the capital structure 

Determination of the capital structure carried out by the 

company will also be influenced by several factors, including 

growth opportunity, asset structure, and sales growth. 

Growth Opportunity is a growth opportunity owned by the 

company to develop in the future. The company can see the 

prospects that will be obtained in the future by looking at the 

opportunities for this growth. Research results  by Data [6]  

state that Growth Opportunity has a significant relationship 

to capital structure. In research conducted by Arlita and 

Surjandari [7] states that there is no significant relationship 

between Growth Opportunity and capital structure. 

Asset Structure is a factor that influences capital structure 

decision making. The larger the asset structure, the greater 

the use of debt in the capital structure, this shows that the 

more the number of fixed assets that can be used as debt 

guarantees by the company. Meanwhile, the smaller the asset 

structure owned by a company, the smaller the company's 

ability to guarantee long-term debt. According to Sari [8] the 

asset structure has no significant and significant effect on the 

capital structure of manufacturing companies listed on the 

IDX. This is also supported byTriyonoet sl.; [9]   which states 

that the asset structure has no effect on the capital structure. 

While the results of research conducted by Buana and Khalid 

[10] are contrary to other researchers by stating that asset 

structure has a positive influence on capital structure. 

Sales Growth is the difference between the total sales of the 

current period and the previous period compared to the sales 

of the previous period [11].. High or stable sales growth can 

have a positive impact on company profits so that it becomes 

a consideration for company management in determining the 

capital structure. Companies with high sales growth rates 

will tend to use debt in their capital structure. High sales 

growth rate, meaning that sales volume increases, so it is 

necessary to increase production capacity. Increasing 

production capacity, such as adding new machines, will 

require large funds. Companies tend to use debt in the hope 

of increasing production volumes to offset high sales levels. 

The volume of production offsets the level of sales growth, 

so the profit from sales also increases and the company can 

use it to cover debt [12].  Previous research concluded that 

Sales Growth had a positive and significant effect on capital 

structure [13], while other researchers conclude that Sales 

Growth has a negative and significant effect on capital 

structure [14]. 

Based on the background and phenomena described above, 

the researchers are interested in conducting a study entitled 

The Effect of Growth Opportunity, Asset Structure and Sales 

Growth on the Capital Structure of Manufacturing 

Companies listed on the IDX. 

2. LITERATURE REVIEW 

2.1. Grand Theory 

 

Pecking Order Theory. The pecking order theory in 

relation to the capital structure explains the order of 

preferences chosen by the company in meeting its funding 

needs. The first order is usually the manager will choose 

internal funding sources as primary funding, then followed 

by funding from external parties in the form of debt, and the 

last preference is the sale of company shares.. The internal 

funds are obtained from profits generated from the 

company's activities. The company will determine its target 

payout ratio by considering investment opportunities. The 

existence of a constant dividend policy, coupled with 

fluctuating profits, and unpredictable investment 

opportunities, the cash flow received by the company will 

fluctuate compared to investment expenditures over time.. If 

external funding is required, the company will issue the 

safest securities first. Companies will start with debt, then 

with mixed securities such as convertible bonds, and then 

perhaps stocks as a last resort  [15] 

Agency theory. The concept of agency theory initiated by 

Scott [16] explains   a concept about the relationship between 

shareholders as principals who employ an agent to carry out 

a task for the benefit of the principal. According to the trade 

off theory approach, the capital structure is configured in 

such a way as to minimize conflicts between different parties 

in the company. Conflicts that occur between shareholders 

and managers usually revolve around the concept of free 

cash flow. Managers have a tendency to maintain company 

resources so that managers can control these resources. Debt 

is believed to be a strategy to reduce agency conflict. When 

the company references debt, the manager has no choice but 

to issue cash from the company to pay interest. 

Trade-off theory. Trade off theory explains the relationship 

between taxes, bankruptcy risk and the use of debt caused by 
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capital structure decisions taken by the company  [17]. This 

theory is a balance between the advantages and 

disadvantages of using debt. The basic assumption used in 

the trade off theory is the existence of asymmetric 

information that explains the capital structure decisions 

taken by a company, namely the existence of information 

owned by the management of a company where the company 

can convey information to the public. This model implicitly 

states that companies that do not use loans at all and 

companies that use financing their investments with loans 

entirely are bad. The best decision is a moderate decision by 

considering both financing instruments 

2.2. Operational Theory 

Capital Structures.  According to Halim [18], Capital 

Structure refers to the capital mix of a company consisting 

of a combination of debt and equity where debt is divided 

into short-term debt, long-term debt, while equity is divided 

into common stock, preferred stock and retained earnings. 

The capital structure can be said to be optimal when it 

reaches a state where the proportion between debt and 

equity is balanced. However, many investors think it is 

better to invest in companies that have strong balance 

sheets that reflect low levels of debt and high equity. But in 

fact, it is not only the high level of debt that is worrying but 

the low level of debt should also be worried because it 

means that the company relies too much on its equity and 

does not use its assets efficiently. will increase, and so will 

the value of the company. 
There are two ratios that can be used to calculate the 

optimization of the use of capital, namely: 

a) Debt to Equity Ratio =  
Total Liabilities

Total Equity 
 

b) Weighted Average Cost of Capital = (E V⁄ ×
Re) + ((D V⁄ × Rd) × (1 − T)) 

Growth Opportunity. Growth Opportunity is a measure of 

the assets owned by the company. The size of a company 

affects the capital structure because this manufacturing 

company is required to develop its investment. The size of 

the company also determines their openness to outside 

parties, thus encouraging companies to obtain funds from 

external parties 

Asset Structures. According to Kesuma [19] “asset 

structure is wealth or economic resources owned by a 

company that is expected to provide benefits in the future”. 

The asset structure shows the comparison between the 

company's non-current assets to the total assets of the 

company. The size of the assets owned by the company can 

affect the use of capital. Companies whose assets are 

adequate as collateral for loans tend to use more debt. “Asset 

structure can be used to determine how much debt can be 

taken and this will affect the determination of the amount of 

capital structure.”” If the asset structure is higher, it means 

that the capital structure is also higher [20]. 

Sales Growth. According to Lestari [21]  Sales Growth is an 

indicator of whether a company is progressing or not. A 

company in an industry that has a high growth rate must 

provide large enough capital for company funding. 

Companies with fast growth tend to use more debt than 

companies with slow growth. Sales growth is one of the 

important factors in determining the company's capital 

structure because with the increase in the company's sales 

level, the profit and income that will be obtained by the 

company will also increase. Sales growth has an influence 

on the capital structure and as a strategy for the company 

because sales must be supported by assets or assets. If sales 

are increased, then assets must be added. By knowing sales 

from the previous year, companies can optimize existing 

resources [19].  Brigham & Houston  [22] say that companies 

with relatively stable sales can safely take on larger amounts 

of debt and incur higher fixed expenses than companies with 

unstable sales. A company with a low growth rate does not 

require external costs, but a company that is growing rapidly 

requires capital from external sources. The faster the growth 

rate, the greater the need for capital, it will be safer to get a 

loan than companies with unstable growth. 

2.3. Relationship Between Variables 

Effect of Growth Opportunity on Capital Structure. 

Growth Opportunity is the company's ability to develop in 

the future by taking advantage of investment opportunities 

so as to increase the value of the company. Companies with 

high growth rates can reduce the company's capital structure, 

low growth rates will increase the capital structure. 

Companies with large growth prospects must provide capital 

to cover all costs that come out of the company's operations, 

while companies with low growth prospects use more debt 

because they require large funds to develop their businesses. 

The research results of  Data et al., [6] state that Growth 

Opportunity has a significant relationship to capital 

structure. In research conducted by  Arlita and Surjandari [7] 

it is stated that there is no significant relationship between 

Growth Opportunity and capital structure. 

Effect of Asset Structure on Capital Structure. 

Companies whose assets are adequate to be used as loan 

collateral tend to use a lot of debt. Common assets that can 

be used by many companies can be good collateral. The large 

asset structure for large companies tends to have large debts 

because they have a number of fixed assets that can be used 

as collateral. In terms of trade off theory, the greater the debt 

owned by the company, the greater the risk that will be borne 

by the company. Therefore, the company will issue large 

assets along with large debts. The relationship between asset 

structure and capital structure is that companies with larger 

non-current assets can obtain larger funds from debt loans, 

because these non-current assets can be used as collateral. 

The higher the asset structure, the higher the capital 

structure. 

“Effect of Sales Growth on Capital Structure.” It’s possible 

for companies with relatively high sales growth rates to be 

financed by using larger debt compared to companies with 

low sales growth, because the profits derived from increased 

sales are expected to be able to cover the interest costs of 

debt. Sales Growth partially influence  capital structure. This 
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shows that if Sales Growth increases, the capital structure 

will also increase. To achieve an optimal capital structure, it 

must encourage companies to use a larger amount of debt to 

increase Sales Growth. Sales growth is a strategy for the 

company because sales must be supported by assets. If sales 

are increased, then assets must be added. The faster the 

growth rate, the greater the need for capital, it will be safer 

to get a loan than companies with unstable growth. 

2.4. Research Model and Hypotheses.  

 

Based on the description of the relationship between 

variables that have been described above, this research 

model is structured as follows: 

 

 

Figure 1. Research Model 

Based on the formulation of the problem and the relationship 

between the variables described, the following hypotheses 

are formulated: 

H1: “ Growth Opportunity has a negative effect on Capital 

Structure in manufacturing companies on the 

Indonesia Stock Exchange” 

H2: “Asset Structure has a positive effect on Capital 

Structure in manufacturing companies on the 

Indonesia Stock Exchange” 

H3: “Sales Growth has a positive effect on the Capital 

Structure of manufacturing companies on the 

Indonesia Stock Exchange” 

3.  RESEARCH METHOD 

3.1. Subjects and Objects of the Research. “ 

 

Manufacturing companies are the subjects in this research, 

while the object of the research itself includes capital 

structure, Growth Opportunity, Asset Structure and Sales 

Growth.” 

3.2. Research Design.  

The type of design used in this research is descriptive and 

verification. Descriptive research is research conducted to 

determine the value of each variable, either one or more 

independent variables without making a relationship or 

comparison with other variables [23].  
Verification research is a method that tests the truth of a 

hypothesis which is carried out through data collection in the 

field. In this case, this researcher wants to verify how the 

relationship and the nature of the relationship between the 

variables studied [24]. 

This study uses a quantitative type carried out on 

manufacturing companies listed on the Indonesia Stock 

Exchange (IDX) in Manufacturing Companies 2017-2019. 

The research data is extracted from the company's financial 

statements which are downloaded from the company's 

official website or from the IDX's official website. 

www.idx.co.id. With the purposive sampling method, the 

data criteria have been determined beforehand and used for 

sampling.[25].  The criteria in this study are manufacturing 

companies listed on the IDX in a row in 2017-2019. The 

company published financial statements consecutively in 

2017-2019. The company presents financial statements 

using rupiah currency for 2017-2019 and the company earns 

profits/profits in a row in 2017-2019. 

 

3.3. Variable Operations 

 

The independent variables used in this research are are 

growth opportunity, asset structure, and growth sales, while 

the dependent variable is capital structure. 

 

3.3.1. Dependent Variable 

 

The capital structure uses the DER (Debt to Equity Ratio) 

proxy which is calculated using the ratio of total debt to 

equity [18] 

𝐷𝐸𝑅 =
𝑇𝑜𝑡𝑎𝑙 𝑑𝑒𝑏𝑡

𝑒𝑞𝑢𝑖𝑡𝑦
 

 

 

3.3.2. Independent Variables 

 

a. Growth Opportunity, is the company's ability to develop 

in the future by taking advantage of investment 

opportunities so as to increase the value of the company. 

Companies that have a fast growth often have to 

increase their fixed assets which causes the company to 

need more funds in the future and also to maintain more 

profits. Growth Opportunity uses the PER (Price 

Earning Ratio) proxy which is calculated by the share 

price divided by earnings per share.[3] 

𝑃𝐸𝑅 =  
𝑀𝑎𝑟𝑘𝑒𝑡 𝑝𝑟𝑖𝑐𝑒 𝑝𝑒𝑟 𝑠ℎ𝑎𝑟𝑒

𝐸𝑃𝑆
 

b. Asset Structure is a comparison between fixed assets 

and total assets owned by the company. According to  

Tijow et al.; [26]  companies with a high asset structure 

tend to choose to use funds from outside parties or debt 

to fund their capital needs. Asset structure  is formulated 

as follows: 

Asset Structure =
Fixed Asset

Total 𝐴𝑠𝑠𝑒𝑡
 

a. Sales Growth shows the percentage increase in sales for 

the current period compared to the previous period 
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which can be seen in the company's income statement.  

According to Harahap [11] Sales Growth is formulated 

as follows:  

Sales Growth =  
Current Sales − Last Year′s Sales

Last Year′s Sales
 

3.4. Data Analysis 

Data analysis was carried out with the support of E-Views 

software with the following stages: 

3.4.1. Descriptive Statistical Analysis. 
 

According to Sugiyono [25], descriptive analysis is a 

statistical analysis method used to describe the object of 

research, with data that has been collected by describing a 

phenomenon in accordance with the facts without intending 

to make conclusions that apply to the general public or 

general. Ghozali [28] revealed that "descriptive analysis 

method is a method that describes the data seen from the 

average value (mean), maximum value, minimum value, 

deviation, variance, sum, range, kurtosis, and skewness". 

 

3.4.2. Classic assumption test. 
 

The classical assumption test aims to ensure the 

requirements needed in the linear regression model so that 

the model is valid and has certainty as an estimator. 

According to Gujarati  [29] if the data to be estimated using 

the regression model is panel data, it only requires a 

multicollinearity assumption test. The multicollinearity test 

has the aim of seeing a correlation in the correlation 

coefficient between independent variables or independent 

variables. A regression model that is said to be perfect should 

not experience a correlation between its independent 

variables. If the results of this multicolline test show a 

number less than 0.80 or 80%, this study does not experience 

multicollinearity problems and vice versa. If the test results 

show a number more than 0.80 (80%) then this study has a 

multicollinearity problem. 

 

3.4.3. Panel Data Regression Estimation 
 

Regression analysis is used to see whether there is an 

influence between the dependent variable and the 

independent variable. Based on the panel data regression 

model approach, there are three models, namely: Fixed effect 

model (FEM), common effect model (CEM), and random 

effect model (REM). So it is necessary to identify the best 

regression model by performing the following tests: 

a. Chow Test 
The Chow test is used to determine the estimation of the 

regression model that is more suitable between the CEM 

or FEM. The steps in the chow test are as follows: 

The first step, determine the hypothesis 

H0 : The research model uses CEM 

H1 : The research model uses FEM 

The second step is to compare the probability value of 

the cross section F with the level of significance (α = 

0.05). 

If the probability value of the cross section F ≤ the value 

of α then H0 is rejected. This means that to estimate the 

panel data regression model, it is more appropriate to 

use the FEMl. On the other hand, if the probability value 

of the cross section F ≥ the value of α, then H0 is 

accepted. This means that to estimate the panel data 

regression model, it is more appropriate to use the   PLS 

model  [30]  
 

b. Hausman Test   

Hausman test is used to estimate the regression model 

that is more suitable between the FEM or the random 

effect model. The steps in the Hausman test are as 

follows: 

The first step, determine the hypothesis 

H0 :  The research model uses REM 

H1 : The research model uses FEM 

The second step is to compare the probability value of a 

random cross section with a significance level (α = 

0.05). 

In the Hausman test, if the random cross section 

probability value ≤ 0.05, it can be interpreted that the 

H0 hypothesis is rejected, then the model chosen is 

fixed effect. On the other hand, if the probability value 

of a random cross section is ≥ 0.05, the hypothesis H0 

is accepted, so the appropriate model is a random effect 

model [30]  

c. Lagrange Multiplier Test 

The Lagrangian Multiplier Test is used to determine a 

more suitable estimate between REM  or CEM. The 

steps taken in the Lagrange Multiplier test are as 

follows: 

The first step, determine the hypothesis 

Hypothesis in the lagrange multiplier test 

H0 : The research model uses the CEM 

H1 : The research model uses REM 

The second step is to compare the probability value of 

the Breusch Pagan cross section (BP) with a 

significance level (α = 0.05). 

If the probability value of Breusch Pagan (BP) is less 

than the value of (0.05), then the hypothesis H0 is 

rejected. This means that the right model for this 

research is the random effect model. Furthermore, if the 

result of the Breusch Pagan probability (BP) is greater 

than the value of (0.05) then the H0 hypothesis is 

accepted, meaning that the right model in this study is 

the common effect model [30].  

 

3.4.4. Partial Test (t Test) 
 

The t-test was used to determine the effect of the independent 

variable on the dependent variable. 

Hypothesis in partial test (t test) 

H0 : the independent variable does not affect the 

dependent variable 

H1 : the independent variable affects the dependent 

variable 
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If the probability value of the cross section t the value of then 

the hypothesis H0 is rejected, meaning that the variance of 

the independent variable has an influence on the dependent 

variable. If the probability value of the cross section t the 

value of then the hypothesis H0 is accepted, meaning that the 

variance of the independent variable has no effect on the 

dependent variable. 

 

3.4.5. Coefficient of Determination Test 
 

The coefficient of determination test R^2 is a statistical 

measure used to explain the proportion of the dependent 

variable that can be explained by the independent variable 

(Widarjono, 2017). If the coefficient of determination r-

square = 0 then it can be interpreted that the dependent 

variable cannot be explained by the independent variable. 

Conversely, if the coefficient of determination r-square 0 

then it can be interpreted that the dependent variable can be 

explained by the independent variable. The value of R2 is in 

the range of zero to 1. The value is said to be 'good' if it is 

above 0.5. While the value of R2 is said to be 'not good' if it 

is below 0.5. 

 

 

4. RESULT AND DISCUSSION 

 

4.1. Statistical Descriptive  

 

The results of the statistical description of the research data 

are shown in Table 1. 

 

Table 1. Descriptive statistic 

 

Capital 

Structure 

Growth 

Opportunity 

Asset 

Structure 

Sales  

Growth 

 Mean  0.943164  155560.5  0.406619  0.123337 

 Median  0.856100  15833.30  0.450411  0.066342 

 Maximum  3.128800  2850000.  0.729498  3.477841 

 Minimum  0.090600  3.053790  0.038352 -0.218853 

 Std. Dev.  0.657641  448897.6  0.167084  0.407164 

Source : developed by the authors 

 

In the dependent variable capital structure has a minimum 

value of 0.090600 which is owned by PT. Industri Jamu Dan 

Farmasi Sido Muncul Tbk in 2017 while the maximum value 

of 3.128800 owned by sat Nusapersada Tbk in 2018. The 

average value of the capital structure is 0.943164 and the 

standard value of derivatives is 0.657641. 

Growth Opportunity has a minimum value of 3.053790 

which is owned by Kedawung Setia Industrial Tbk in 2017 

while the maximum value of 2850000 is owned by Barito 

Pacific Tbk in 2019. The average value of Growth 

Opportunity is 155560.5 and the standard value of 

derivatives is 448897.6. 

Asset Structure has a minimum value of 0.038352 which is 

owned by Concretejaya Manunggal Tbk in 2019, while the 

maximum value of 0.729498 is owned by PT Aneka Gas 

Industri Tbk in 2017. The average value of the Asset 

Structure is 0.406619 and the standard value of the derivative 

is 0.167084. 

Sales Growth has a minimum value of -0.218853 which is 

owned by Barito Pacific Tbk in 2019, a maximum value of 

3.477841 which is owned by Sat Nusapersada Tbk in 2018. 

The average value of Growth sales is 0.123337 and the 

standard value of derivatives is 0.407164. 

 

4.2. Panel Data Regression Selection Model.  

The panel data model used in the study was processed with 

the support of software E-views 11+  

Chow test. The Chow test was conducted with the aim of 

determining a more suitable regression model between CEM 

and FEM. Chow test results are shown in the following table: 

 

Table 2. Chow Test Result 

 
Source : developed by the authors 

Prob value. of the Chi-square cross-section in Table 2 is 

0.0000 which is smaller than the 0.05 significance level, so 

FEM is more suitable. 

Hausman test. The Hausman test aims to identify a more 

suitable model between FEM and REM. The table below is 

the Hausman test results. 

 

Tabel 3. Hausman Test Result 

Test Summary Chi-Sq. Statistic Prob. 

Cross-section 

random 
7.729962 0.0519 

Source: the results of data processing by the authors 

From the results of table 6 can be seen the value of Prob. of 

random cross section is 0.0519, this value is greater than 

0.05, then Ho is accepted. Thus until this step REM is more 

suitable than FEM. 

LM  Test. This test was conducted with the aim of finding 

the most suitable model between CEM or REM. at a 

significance level  5%. Here are the results of the Langrange 

test: 

 

Table 4. Langrange Test Result 

Breusch-Pagan 

Test Hypothesis Cross-section 

52.9576 

(0.0000) 

Source: the results of data processing by the authors 

Based on table 4, the Breusch-Pagan cross section in the LM 

test above is 0.0000 which is smaller than 0.05 

(0.0000<0.05). then the final decision is obtained that the 

most suitable approach is the random effect model. 
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4.3. Multiple Linear Regression Analysis 

 

Tabel 5. Multiple Linear Regression Analysis 

Variable Coefficient 

C 1.074469 

Growth opportunity 2.43E-07 

Asset Structure -0.599689 

Sales Growth 0.606499 

Source: the results of data processing by the authors 

Based on the multiple linear regression above, the constant 

value is 1.074469, which means the value of the capital 

structure variable is 1.074469. If the value of growth 

opportunity, asset structure and sales growth is zero. 

The coefficient value of growth opportunity is 0.000000243 

where every increase in one growth opportunity variable will 

increase the capital structure by 0.000000243 with the 

assumption that the other independent variables are constant. 

The coefficient value of the Asset Structure is -0.599689 

where every one unit increase in the asset structure variable 

will increase the capital structure by -0.599689 assuming the 

other independent variables are constant. 

The coefficient of sales growth is 0.606499, which means 

that every one unit increase in the sales growth variable will 

increase the capital structure by 0.606499 assuming the other 

independent variables are constant. 

T test. Partial test or T test with a significance of 5% aims to 

determine the partial effect of the independent variables 

growth opportunity, asset structure and sales growth on 

capital structure at the significance level 5%. The following 

are the results of the t-test in this study: 

 

Table 6. T-Test Result 

Variable Prob. 

C 0.0000 

Growth opportunity 0.0021 

Asset Structure 0.2239 

Sales Growth 0.0000 

Source: the results of data processing by the authors 

Based on the results of the T test table, the probability value 

of growth opportunity is 0.0021 (<0.05), meaning that 

growth opportunity has a significant influence on capital 

structure. The probability value of the asset structure is 

0.2239 (> 0.5), which means that the asset structure has no 

significant effect on the capital structure. The probability 

value of sales growth is 0.0000 (<0.05), which means that 

sales growth has a significant effect on capital structure. 

R squared test. This test was conducted with a significance 

of 5% aimed at knowing how much the contribution of the 

independent variable can explain the capital structure. 

Table 7. R squared test result 

    R-squared 0.557950 

    Adjusted R-squared 0.539272 

Source: the results of data processing by the authors 

Based on the results of the R squared test above, it can be 

interpreted that the variables of growth opportunity, asset 

structure and sales growth contribute to explaining the 

capital structure variable of 0.557950 or 55.80%, while the 

remaining 44.20% is explained by factors outside of this 

research variable. 

 

4.4. Discussion 
 

The Effect of Growth Opportunity on Capital Structure. 

The first hypothesis is that growth opportunity has a 

significant positive effect on capital structure because based 

on the results of data analysis as shown in the T test table, 

growth opportunity has a probability value of 0.0021 <0.05 

and a positive coefficient (2.43E-07), meaning that growth 

opportunity has a positive effect. significant positive on 

capital structure. The greater the growth opportunity of a 

company, the greater the company management's need for a 

good capital structure to encourage company operations. 

This is because a company that estimates its growth 

opportunities is quite high will result in the company having 

rapid growth opportunities. So that management requires 

additional capital in the form of debt. The policy to take debt 

in the capital structure is based on the consideration that debt 

is obtained relatively quickly when compared to selling 

shares to finance the company's operations. In addition, 

when the company has higher growth opportunities, it will 

be easier to obtain debt funds from creditors. This is because 

creditors tend to see the company's growth as a consideration 

in providing loans to debtors.This research is in line with 

research conducted by  Data et al.; [6]  which states that 

growth opportunity has a significant relationship to capital 

structure. While this research is not in line with the research 

of Arlita and Surjandari [7] which states that there is no 

significant relationship between growth opportunity and 

capital structure. 

The effect of the asset structure on the capital structure. 

The second hypothesis is that the asset structure has an 

insignificant positive effect on the capital structure. T-test 

results show that the asset structure has a probability value 

of 0.2239 (>0.05)), which means that the asset structure does 

not have significant effect on the capital structure. These 

results indicate that the composition of fixed assets of large 

companies has not been able to be used to access loans and 

use these assets as collateral for their debts. This is because 

manufacturing companies generally have special types of 

fixed assets such as special machines that are not suitable as 

collateral for loans by the bank because special types of fixed 

assets are difficult to sell by the bank when the company 

cannot pay off its debt payments. This study is in line with 

research conducted by Sari et al.; [31]  which stated that 

asset structure did not have a significant effect on the capital 

structure of manufacturing companies listed on the IDX. 

This research was also supported by Triyono [9] which 

states that the asset structure has no significant effect on the 

capital structure. Meanwhile, research by Buana and Khafid 
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[10] contradicts other researchers by stating that asset 

structure has a positive influence on capital structure. 

The Effect of Sales Growth on the Capital Structure. The 

third hypothesis is that sales growth has a significant positive 

effect on capital structure. The results of the T test show that 

sales growth has a probability value of 0.0000 (<0.05) and a 

coefficient of 0.606499 (positive), meaning that sales growth 

has a significant influence in a positive direction on capital 

structure. Sales growth that occurs in a company will cause 

an increase in the company's profits. The company's profits 

can be used as additional internal capital by increasing 

retained earnings. In addition, when a company experiences 

an increase in sales, the company will try to further develop 

the company by obtaining funds from external parties for 

investment financing. Creditors tend to see sales growth as 

one of the considerations in providing loans. This supports 

the trade off theory which states that if the company can get 

greater benefits than internal funding, then the company 

should use external funding. This research is in line with 

research conducted by Susilawati [13] which states that 

Sales Growth has a positive and significant effect on capital 

structure. The results of this study are not in line with Safitri's 

research [14] which concludes that Sales Growth has a 

negative and significant effect on capital structure. 

5.  CONCLUSIONS AND SUGGESTIONS 

5.1. Conclusion 

 

The purpose of this study was to determine the effect of 

growth opportunity, asset structure and sales growth on 

capital structure. The population used in this study are 

manufacturing companies listed on the Indonesia Stock 

Exchange (IDX) in 2017-2019. The sampling method used 

is purposive sampling. This study also has several criteria, 

namely companies that have consecutive financial 

statements for three years, companies that generate profits in 

a row for 3 years. The results of this study indicate that 

growth opportunity has a significant effect on capital 

structure. Asset structure has no significant effect on capital 

structure and sales growth has a significant effect on capital 

structure. 

The research model used is multiple linear regression 

analysis and random effects model. The program used to 

determine the data and hypotheses uses e-views 11 software. 

Based on the results of the T test, it can be concluded that 

growth opportunity has a significant positive effect on 

capital structure, asset structure has no significant effect on 

capital structure, and sales growth has a significant positive 

effect on capital structure. . 

The conclusion obtained from the R square test is that the 

variables of growth opportunity, asset structure and sales 

growth contribute to explaining the capital structure variable 

by 55.80%. 

 

 

 

5.2. Suggestion 

 

Based on the results of the research above, it is advisable for 

companies to pay attention to factors that play a very 

important role in the capital structure, because capital 

structure is a crucial problem for the company's financial 

condition. Management needs to pay attention to the 

variables of Growth opportunity and sales growth because 

these variables are proven to have a positive and significant 

influence on the company's capital structure so that the 

company can determine the optimal capital structure.  

From the R-square test, the research contribution to the 

capital structure is only 55%. This means that there are still 

45% of other variables that can explain the capital structure. 

Therefore, further research is recommended to complement 

the factors that have not been included in this study. 
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