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ABSTRACT
This study aims to analyze the factors that influence the capital structure of SMEs, by
examining the effect of the independent variables of profitability, growth of
opportunity, collateral, corporate tax, tax shield, non-debt tax shield, liquidity, earnings
volatility, and cash flow volatility; to the capital structure of SMEs as the dependent
variable. As for anticipation of bias, the study uses size, company age, GDP, interest
rates, inflation, and market capitalization as control variables. The data used in this
study is a combination of cross-sectional and time-series, which is called panel data.
The number of samples in this study was 53 SMEs listed on the Indonesia Stock
Exchange during 2016-2020. The result of this study shows that profitability has a
significant negative effect on DAR, but has no effect on DER. Growth of total assets
has no effect on DAR and DER, growth of tangible assets has no effect on DAR and
DER, and growth of market value has a significant positive effect on DAR, but has no
effect on DER. Collateral harms DAR and DER. Corporate tax does not affect DAR
but has a significant negative effect on DER. Tax shield has a significant negative
effect on DAR and DER. Non-debt tax shield does not affect DAR but has a significant
negative effect on DER. Liquidity has a significant negative effect on DAR and DER.
Earnings volatility has a significant positive effect on DAR and DER. Cash flow
volatility does not affect DAR and DER. Company size has a significant positive effect
on DAR and DER. Company age has a significant positive effect on DAR but has a
significant negative effect on DER, gross domestic product (GDP) has a significant
positive effect on DAR and DER, loan interest rates do not affect DAR, but harm DER.
Inflation has no effect on DAR but harms DER, and market capitalization has a
significant negative effect on DAR and DER. This study implies that for investors, it is
necessary to conduct a thorough assessment of financial performance and the factors
that influence the capital structure before deciding to invest. A high capital structure
can reduce potential profits and increase the risk of default. Thus, investors need to pay
attention to the factors that have a negative and significant effect with a large level of
influence on the capital structure, because if these factors increase, the capital structure
will decrease. This will create efficient and effective use of capital and avoid the high
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cost of equity or cost of debt so that it can be utilized optimally to provide maximum
benefits for SMEs and investors
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INTRODUCTION
Based on IDX data, beginner investors increased by 53.47% during 2020 compared to
2019, with the total number of novice investors in the 2020 capital market reaching
almost 1.7 million investors (www.IDX.co.id, 2020). The increasing number of
investors in the capital market is an opportunity for companies to obtain funding to
support business development, especially small and medium-sized enterprises (SMEs).
However, the scale of the business is identical with limited capital and difficulties in
securing access to debt financing. This problem needs to be read carefully by the
company to be able to compete. This situation also needs attention from the finance
department through the right financing strategy by choosing the right capital source to
create healthy and optimal finances so that investors are interested in investing or
creditors providing loans.
The company's sources of capital come from internal and external sources.
Accumulated depreciation and retained earnings are internal sources, while external
capital comes from investors and creditors. Debt financing provides benefits in the
form of tax reductions to optimize profits, and the drawback is the interest costs and the
risk of default when financial conditions are not good. Internal capital financing will
reduce dependence on external parties and can reduce bankruptcies, but will cause
opportunity costs in the form of lost opportunities to get bigger profits if capital is used
for other things and inhibit expansion which in the end, the income achieved is not
optimal.The capital structure can be optimal when the composition of loan and equity
funding can provide maximum profit for investors. Capital optimization decisions need
to consider the suitability of the expected rate of return and the magnitude of the risk.
Funding by increasing debt will increase the risk of default which will ultimately
become the burden of shareholders. However, an increase in debt will provide investors
with expectations of an increase in returns on equity, in line with the perception that an
increase in debt will boost financial performance (Brigham & Houston,2019)
Investors need to pay attention to the company's capital structure to analyze the
potential returns to be received and the risks involved. The capital structure has a
significant influence on the level of profit in the company (Yusnita & Fitriadi,
2019).According toBrigham & Houston (2019), the determinants of capital structure
are influenced by factors of profitability, cost of capital, sales, taxation, a form of
assets, management attitudes, growth, control, views of creditors and rating institutions,
external situations, situations from within the company, and financial flexibility. Other
factors that can determine the capital structure are cash flow volatility, where
companies that have high cash flow volatility will increase the proportion of debt
(Harris & Roark, 2019). Saif-alsyousfi et al. (2020) suggest that profitability, growth
opportunity, tax shield, liquidity, collateral, non-debt tax shield, earning volatility, and
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cash flow volatility significantly affect the capital structure. Other variables that can
influence the capital structure include size, company age, inflation, and interest rates.
The explanation above provides the basis for trying to analyze the determinant
variables of capital structure decisions in this study, especially the analysis of SMEs on
the Indonesia Stock Exchange (IDX) and listed and listed on the Perfindo25 Index
during the 2016-2020 period. The selection of SMEs, especially non-financial SMEs as
the object of research because it is considered to have various limitations to compete
and limited capital, but with the support of technological advances, the potential of
SMEs to develop in the future is seen as very good. Non-financial SMEs are also seen
as relatively less stable and more vulnerable to changing times. The research on the
determinants of capital structure on SMEs is also intended to deepen the results of the
previous study. Based on this explanation and referring to the research of Saif-alsyousfi
et al. (2020) by adding the Debt to Equity Ratio variable (Khemiri & Noubbigh, 2018).
This study aims to analyze the factors that affect the capital structure of SMEs listed on
the Indonesia Stock Exchange.
LITERATURE REVIEW
Theoretical Framework
The company's capital structure will change from time to time due to two different
reasons for action. The first reason is deliberate action due to not achieving the target,
thus encouraging the company to collect new funding by moving the capital structure to
achieve the target. The second reason is that large profits or losses experienced by the
company will bring changes to the book value of equity and stock prices. Although the
book value of debt tends to remain constant, interest rates will change along with the
risk of default due to changes in the value of the company, so that it has an impact on
changes in the capital structure( Brigham & Houston, 2019).
The trade-off theory predicts that companies will increase debt to obtain tax
benefits from debt financing, but on the other hand, it will lead to potential bankruptcy
or financial distress (Brigham & Houston, 2019). Capital structure has a positive
relationship with financial distress as measured using the Z-Score (Yustika et al., 2015;
Khaliq et al., 2014; Hidayat & Meiranto, 2014; and Hanifah & Purwanto, 2013). The
trade-off theory also explains that optimizing the use of capital can be obtained by
finding a balance between the level of debt and the costs of financial distress or
financial distress as well as agency problems. The trade-off theory suggests that
companies must calculate the use of debt to the optimal limit so that the benefits of tax
savings due to interest expenses are equal to the risk of financial distress. According to
Saif-Alyousfi et al. (2020), the factors to obtain an optimal capital structure in the
trade-off theory can be in the form of taxes, agency costs, and financial distress costs,
but still, prioritize the assumption of an efficient market rate and symmetric
information to balance and benefit from the use of loans. Brigham & Houston (2019)
argues that there are factors that can affect the capital structure such as cost of capital,
sales stability, taxation, asset structure, management attitude, growth rate, control, an
attitude of rating agencies and creditors, external situation, factors from within the
company, and financial flexibility.
Profitability, as measured by ROA, reflects the size of the company's profit level,
which in turn can measure the extent to which investors get dividends. For companies
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that have high profits, the capital structure shows a small size because the company can
finance capital needs from the profits generated (Brigham & Houston, 2019).
Therefore, the company's profitability level can affect the company's capital structure
(Saif-Alsyoufi et al., 2020; Khemiri & Noubbigh, 2018; Eventvci, 2018; and Le & Chi,
2017). Total asset growth, tangible asset growth, and market value growth for debt and
equity tend to show the company is experiencing growth (Saif-Alsyousfi et al., 2020;
and Kemiri & Noudbbigh, 2018). Ownership of a large number of tangible assets
provides a tendency for companies to increase debt as a source of financing because
they have an adequate amount of collateral (Saif-Alyousfi et al., 2020).
Tax shields will encourage companies to choose debt as a source of financing
because the loan interest charged to the profit and loss calculation will reduce the
company's income tax or corporate tax (Kurniawan, 2018). The benefit of tax
deductions other than interest expense (Tax shield) is obtained from amortization or
depreciation of assets (Non-debt Tax Shield). Trade-off theory predicts that the level of
depreciation harms capital structure (Setiawan & Yumeng, 2021). Therefore, the
amount of tax burden paid by the company can affect the capital structure (Alsyousfi et
al., 2020; Khemiri & Noubbigh, 2018; Mahanani, 2017; Yulianto et al., 2017;
Puspitasari et al., 2016; and Alipour et al., 2016)
According to Lukman (2018), liquidity can be defined as the company's ability to
fulfill obligations immediately through the use of assets that can be converted into cash
at any time. According to the pecking-order theory, companies with significant current
assets relatively decide on internal financing for alternative corporate funding. Thus,
the level of liquidity influences the capital structure (Saif-Alsyousfi et al., 2020; Lei,
2020; Lina & Amir, 2018; Dewi & Dana, 2017; Watung et al., 2016; Alipour et al.,
2015; Wardhana & Sudiartha, 2015; and Wahab & Ramli, 2014). Earning volatility is
the standard deviation of earnings against assets as a measure of the company's
unsystematic risk. High-profit volatility can make it difficult for companies to obtain
external funds because they are considered unstable and at risk of default or bankruptcy
(Moradi & Paulet, 2019). The trade-off theory and pecking-order theory reveal that
earning volatility harms company debt because it is an indicator that the company is in
poor performance which has an impact on financial distress risk so that in general the
company will reduce debt (Acar, 2018).
Company size and age factors can be considered in deciding the corporate capital
structure. The firm size will have a significant influence on capital structure (SaifAlsyoufi et al., 2020; Lei, 2020; Khemiri & Noubbigh, 2018; Maulina et al., 2018, and
Keefe & Yaghoubi, 2016). In addition, the company's age, according to Saif-Alsyousfi
et al. (2020) and Keefe & Yaghoubi (2016), has a negative influence on the company's
capital structure, meaning that companies that have been around longer have relatively
little debt than companies that have just been established. Domestic Product (GDP),
inflation, and interest rates are macro variables that can determine the capital structure.
According to Khemiri & Noubbigh (2018) that economic growth reflected in GDP
affects the capital structure. Pecking-order theory says that companies generally
prioritize financing from internal company sources for business development.
Inflation is closely related to interest rates; high inflation will be accompanied by an
increase in loan interest rates (Larasati & Amri, 2017), thus encouraging companies to
prioritize internal capital for financing rather than using risky debt amid rising interest
rates. Another factor is market capitalization, companies with large market
capitalization are an attraction for investors to buy shares. Increasing market
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capitalization is the right choice for corporate funding (Khémiri & Noubbigh, 2018).
Market capitalization is a measure of the market value of shares issued by a company
listed on the stock exchange.
Research on the capital structure of non-financial companies in Malaysia found that
growth of total assets, collateral, non-debt tax shield, earning volatility, company size,
loan interest rates, and inflation had a significant positive effect on capital structure, on
the other hand, profitability factors, growth of tangible assets, growth of market value,
tax shield, liquidity, cash flow volatility, and company age have a significant negative
impact on capital structure, while corporate tax, GDP, and market capital factors have
no impact on capital structure (Saif-alsyousfi et al., 2020). Other research on companies
in the European zone shows that growth opportunity, company size, profitability,
tangible assets, non-debt tax shield, tax shield, and earning volatility affect financial
leverage (Moradi & Paulet, 2019). From these various theories and studies, it is known
that the determination of capital structure can be caused by various types of factors.
The research of Saif-alsyousfi et al. (2020) uses profitability, growth opportunity,
collateral, tax, liquidity, earnings volatility, and cash flow volatility factors as
determinants of capital structure. The control variable uses size, company age, GDP,
interest rates, inflation, and market capitalization factors. Based on the theoretical
explanation and the results of previous researches, this study proposes the conceptual
framework in Figure 1 as follows:
Profitability
H1

Growth Opportunity
-

Growth of Total Asset
Growth of Tangible Asset
Growth of Market Value

H2

Collateral

H3

Corporate Tax

H4

Tax Shield

H5

Non-debt Tax Shield

H6

Liquidity

H7

Earning Volatility

H8

Capital Structure
-

Debt to Asset Ratio
Debt to Equity Ratio

H9

Cash Flow Volatility
Control Variables
Company Size
Company Age

H10

PDB
Interest Rate
Inflation
Market Capitalization

Figure 1
Research Framework
Hypothesis Development
The Effect of Profitability on the Capital Structure of SMEs
Saif-alsyousfi et al. (2020) revealed that the level of profitability has a significant
effect on capital structure, whichis in line with research from Lina & Amir (2018) that
shows that capital structure is influenced by profitability. This can be explained by a
high level of Return on assets, which will increase the company's capital structure
(Puspitasari et al., 2016). From this explanation, the proposed hypotheses are:
H1: There is an effect of profitability on the capital structure of SMEs.
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The Effect of Growth Opportunity on the Capital Structure of SMEs
Saif-Alsyousfi et al. (2020) found a relationship between growth opportunity as
measured by the growth of total assets, growth of tangible assets, and growth of market
value affecting the capital structure. Another study found a positive relationship
between growth opportunity and debt ratio (Vo, 2017), which means that the higher the
growth opportunity, the company tends not to issue new shares, so the company
chooses a loan as funding. The trade-off theory predicts that the greater the investment
opportunities made by the company, the smaller the capital structure tends to be to
avoid conflicts between shareholders and bondholders when the company will change
funding in the form of debt.The trade-off theory predicts that there is an opposite
relationship between capital structure and investment opportunities (Acaravci, 2015).
From this explanation, the proposed hypotheses are:
H2: There is an influence of growth opportunity on the capital structure of SMEs.
Collateral Effect on SME Capital Structure
The trade-off theory says that tangible assets are an important aspect and have a
positive effect as a determinant of capital structure. Saif-Alsyousfi et al. (2020) suggest
that the more tangible assets owned by the company, it will use debt as a source of
financing because it has an adequate amount of collateral. According to Eventvci
(2015), tangible assets can reduce financial distress, so they can support more debt. The
company's fixed assets in large quantities can be used as collateral to encourage an
increase in the company's debt (E. F. Brigham & Houston, 2019). From this
explanation, the proposed hypotheses are:
H3: There is a collateral effect on the capital structure of SMEs
The Effect of Corporate Tax on the Capital Structure of SMEs
Debt for companies can provide the benefit of reducing tax payments when tax rates
are high. Companies try to make profits by cutting taxes so that corporate taxes affect
the capital structure (Khémiri & Noubbigh, 2018). Research on manufacturing
companies on the IDX found a relationship between corporate tax and capital structure
(Miraza & Muniruddin, 2017), meaning that high taxes for companies tend to increase
the use of debt in terms of funding needs. Another study found that there is a tax effect
on capital structure; companies will reduce tax payments when tax rates are high by
increasing the amount of debt (Mahanani, 2017). From this explanation, the proposed
hypotheses are:
H4: There is an effect of corporate tax on the capital structure of SMEs
The Effect of Tax Shield on the Capital Structure of SMEs
The tax shield encourages companies to choose debt as a source of financing because
the interest on the loan charged to the profit and loss calculation can be used as a tax
deduction that must be paid. The research of Saif-Alsyousfi et al. (2020) that tax on
loans has a significant negative effect on capital structure. This may be since the cost of
issuing debt is greater than the benefits obtained and the scarcity of loanable funds in
the market (Moradi & Paulet, 2019). However, the results of other studies reveal that
the tax shield has a positive relationship to capital structure. This is because the interest
on the company's debt is a tax deduction. The higher the income tax rate, the greater the
effect on tax deductions, so companies tend to have high debt (Lei, 2020). From this
explanation, the proposed hypotheses are:
H5: There is an effect of tax shield on the capital structure of SMEs
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Effect of Non-Debt Tax Shield on SME Capital Structure
The trade-off theory predicts a negative relationship between non-debt tax shields and
capital structure. This can be explained by companies with high non-debt tax shields
that tend to reduce external funding. This negative relationship indicates that the
company uses depreciation to protect the company's income through tax deductions
(Ramli et al., 2019). Tax deductions other than debt originating from depreciation,
amortization, and operational tax losses not only reduce profit before interest and taxes
but also tax benefits from debt issuance (Rajagopal, 2011). Research by Saif-Alsyousfi
et al. (2020) said the non-debt tax shield significantly affects the capital structure. From
the results of the explanation above, the proposed hypotheses are:
H6: There is a non-debt tax shield effect on the capital structure of SMEs
The Effect of Liquidity on the Capital Structure of SMEs
Companies with high current assets will choose capital from internal funding as an
alternative to financing, in line with the pecking order theory. Saif-Alsyousfi et al.
(2020) revealed that liquidity is significantly related to capital structure, in line with the
opinion of Dewi et al. (2019), Khemiri & Noubbigh (2018), and Vo (2017). From the
explanation above, the proposed hypotheses are:
H7: There is an effect of liquidity on the capital structure of SMEs
Effect of Earning Volatility on SME Capital Structure
Pecking order theory and trade-off theory reveal that the relationship between earnings
volatility and debt is negative. Companies will use debt less because the increase in
earning volatility will protect them from financial distress (Akhtar, 2012). High
earnings volatility can also make it difficult for SMEs to obtain external funds because
the company is considered unstable and at risk of default (Moradi & Paulet, 2019).
Companies with high earning volatility tend to be at risk of decreasing income below
their debt repayment commitments (Matemilola et al., 2018). However, the research of
Saif-Alsyousfi et al. (2020) found that earnings volatility has a positive impact on debt,
meaning that the higher the earnings volatility, the higher the debt. From the
explanation above, the proposed hypotheses are:
H8: There is an effect of earnings volatility on the capital structure of SMEs
The Effect of Cash Flow Volatility on the Capital Structure of SMEs
High cash flow encourages companies to reduce funding by issuing debt securities
because high cash flows are sufficient to fund companies. However, if cash flows tend
to be volatile or volatile, it will pose a risk to the company, so companies tend to
choose short-term debt financing (Memon et al., 2018). Companies may increase debt
in response to cash flow volatility (Harris & Roark, 2019). However, the research of
Saif-Alsyousfi et al. (2020) suggests another thing that cash flow volatility has an
inverse relationship with loans. From the explanation above, the proposed hypotheses
are:
H9: There is an effect of cash flow volatility on the capital structure of SMEs
The Effect of Size, Company Age, GDP, Inflation, and Interest Rates on Loans,
and Market Capitalization as Control Variables on the Capital Structure of SMEs
Large companies tend to use more loans than small companies (Saif-Alsyousfi et
al.,2020, Maulina et al., 2018); Khemiri and Noubbigh, 2018; and Vo.,2017). Older
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companies are less in debt because of the possibility of better supervision and reduced
agency costs than newer companies (Saif-Alousfi et al., 2020). Wardana & Sudiartha
(2015) found that firm age had a significant negative effect on capital structure). Other
research reveals that old companies are easier to get debt because they have a lot of
collateral, and banks have more confidence in the company (Ichtiarni et al., 2017). In
terms of interest rates and inflation, there is a relationship between interest rates and
inflation. Interest rates have a close and positive relationship to the inflation rate
(Larasati & Amri, 2017). This is in line with other research that there is a positive
relationship between interest rates and inflation rates (Yulianto et al., 2017). Khemiri
and Noubbigh (2018) argue that the real value of tax-saving will increase along with an
increase in the inflation rate and there is an expectation that an increase in inflation will
increase interest rates. Market capitalization affects the capital structure significantly
(Khémiri & Noubbigh, 2018). From the explanation above, the proposed hypotheses
are:
H10: There is an effect of size, company age, GDP, inflation, interest rates, and
marketcapitalizationas a control variable on the capital structure of SMEs
METHODS
This research uses a quantitative approach that is sourced from secondary data from the
IDX and other relevant data sources. This study aims to test the hypothesis, to examine
the effect of the independent variables on profitability, growth of total assets, growth of
tangible assets, growth of market value, collateral, corporate tax, tax shield, non-debt
tax shield, liquidity, earnings volatility, and volatility—cash flow to the capital
structure of SMEs as the dependent variable. As for anticipation of bias, the study uses
size, company age, GDP, interest rates, inflation, and market capitalization as control
variables. The data used in this study is a combination of cross-sectional and timeseries, which is called panel data.
The number of samples in this study was 53 SMEs which were taken using the
purposive sampling method based on the following criteria: (1) Listed on the IDX and
listed or recorded on the Pefindo25 Index during 2016-2020; (2) non-financial SMEs
listed or have been listed on the Pefindo25 Index during 2016-2020; and (3) nonfinancial SMEs that have complete financial reports for the period 2016-2020).
Variables and Measurements
Table 1
Variables and Measurements
Measurements

Variables
Dependent
Debt to Asset
Ratio(DAR)

Total Liabilities
Total Asset

Debt to Equity
Ratio (DER)

Total Liabilities
Total Equity

Independent
Return on
Asset(PROF)

EBIT/Total Asset

References

Saif-Alyousfi et al. (2020),Lie
(2020),Dewi et
al.(2019),Kemiri&Noudbbigh (2018)
Milansari et al.(2020), Moradi&Paulet
(2019),Khemiri&Noubbigh
(2018),
Ichtiarni et al.(2017)
Saif-Alyousfi et al.(2020),Moradi&Paulet
(2019)
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Variables
Growth of Total
Asset (GWOP1)
Growth of
Tangible Asset
(GWOP2)
Growth of
Market
Value(GWTOB)
Collateral
(COLL)
CorpTax
(COTAX)
Tax Shield
(TAXSH)
Non Debt Tax
Shield (NDTS)
Liquidity
(LIQUI)
Earning Vol.
(EVOL)
Vol. Arus Kas
(CFVOL)
Control
Ukuran(SIZE)
Usia (AGE)
Produk Domestik
Bruto (PDB)
Suku Bunga
(LINRA)
Inflasi (INFL)
Kap.Pasar
(MARCA)

Measurements
Total Assett – Total
Assett-1
Total Assets-1
Tangible Assets–Tangible
Assets-1
Tangible Assets-1
Total Market Val.+ Total
Debt
Total Aset
Tangible Asset/Total Asset
EBT-EAT
Tax/EBIT
Amortization +
Depreciation
EBIT
Current Asset/Current
Liabilities
σEBIT/Total Aset
σOper.Cash Flow/Sales
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Noubbigh (2018)
Saif-Alyousfi et al(2020),Khemiri&
Noubbigh (2018)
Saif-Alyousfi
et
al(2020),Khemiri&
Noubbigh (2018), Ramli et al.(2019)
Saif-Alyousfi
et
al(2020),Khemiri&
Noubbigh (2018),
Saif-Alyousfi et al(2020)
Saif-Alyousfi et al.(2020),Moradi&Paulet
(2019)
Saif-Alyousfi
et
al.(2020).
Moradi&Paulet(2019),
Dewi
et
al.(2019),Miraza&Muniruddin(2017)
Saif-Alyousfi et al.(2020),Moradi&Paulet
(2019)
Saif-Alyousfi et al. (2020), Memon et al.
(2018)
Saif-Alyousfi
et
al(2020),Khemiri&
Noubbigh (2018)

LN Total Aset

Saif-Alyousfi
et
al(2020),Khemiri&
Noubbigh (2018)
A year now- Year of Saif-Alyousfi
et
al(2020),Khemiri&
Establishment
Noubbigh (2018)
PDBt–PDBt-1
Saif-Alyousfi et al. (2020), Khemiri&
PDBt-1
Noubbigh (2018), Mahanani (2017)
Average Loan Interest
Saif-Alyousfi et al.(2020), Harris & Roark
(2019)
IHKt–IHKt-1
Saif-Alyousfi
et
al(2020),Khemiri&
IHKt-1
Noubbigh (2018)
Market
Saif-Alyousfi
et
al(2020),Khemiri&
Capitalisation/PDB
Noubbigh (2018)

Classical Assumption Test
The panel data model must meet the requirements of the classical assumption test,
where data are normally distributed, and there are no problems with multicollinearity,
heteroscedasticity, and autocorrelation. Based on data processing using the classic
assumption test results reviews in the following table:
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Table 2
Goodness of Fit (Adjusted R2) Model DAR and DER
Normality Multikolinearitas Heteroskedastisitas Autokorelasi
Model
jarqueNilai Tengah VIF
chi-square
Breusch
bera
Godfrey
DAR
0,522056
Variables < 10
0,6977
0,6334
DER
0,459355
Variables < 10
0,5288
0,3093
Source: Data processed with Eviews 10.10

From table 2, both in model 1 DAR and model 2 DER can be concluded that the data
are normally distributed, there is no multicollinearity, there is no heteroscedasticity,
and there is no autocorrelation so that the estimation of the DAR and DER regression
models does not occur bias or BLUE.
Goodness of Fit
The data analysis of this research is panel data analysis with model estimation using the
common effect model (CEM), fixed effect model (FEM), or random effect model
(REM). In choosing the best model for interpretation, three stages of testing are used,
namely the chow test, Hausman test, and the Lagrange multiplier test.
Coefficient of Determination Test (Adjusted R-Squared)
Adjusted R-Squared shows how much the independent variable's ability to explain the
dependent variable is when the results of the F test or chow chi test are significant.
Based on data processing using the goodness of fit test results in the following table:
Table3
Goodness of fit (Adjusted R2) Model DAR and DER
Model Dependent
R2
Adjusted R2
1
DAR
0,644860
0,620417
2
DER
0,919785
0,891401
Sumber: Data processed with Eviews 10.10
From table 3 above DAR model, 1 shows that the adjusted-R2 value is 0.620417,
which means that the independent variable can influence the DAR dependent variable
by 62.0417% and the remaining 37.9583% influenced by other factors not included in
this model. While model 2 DER, the adjusted-R2 value is 0.891401, which means that
the independent variable can influence the dependent variable DER by 89.1401%, and
the remaining 10.8599% is influenced by other factors not included in this model.
Thus, there is a strong relationship between the independent variables on the DAR and
DER models.
F Test
Simultaneous testing is a stage of all independent variables, namely profitability,
growth of total assets, growth of tangible assets, growth of market value, collateral,
corporate tax, tax shield, non-debt tax shield, liquidity, earning volatility, cash flow
volatility, and Control variables in the form of size, company age, GDP, interest rates,
inflation, and capitalization were tested together to determine their significant effect on
the dependent variable, namely DAR and DER. The use of the simultaneous test is to
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determine the impact and relationship of each independent variable and the dependent
variable simultaneously.
Table 4
F Test Model DAR and DER
Model Dependent
F-Statistic
Prob. F-Stat
Decision
1
DAR
26,38238
0,000000
H0Rejected
2
DER
32,40521
0,000000
H0 Rejected
Source: Data processed with Eviews 10.10
RESULT AND DISCUSSION
Descriptive Statistics Test Results
Descriptive statistics explain the characteristics of the data used in the study as seen
from the minimum, maximum, mean, and standard deviation values.
Table 5
Descriptive Statistics
No
1
2
3
4
5
6
7
8

Variables

Std.
Dev
265 47,48
7,69
289,89
29,24
265 128,60 (159,20) 3.546,56 241,87
265 14,84 (257,31) 127,84
25,71
265 8,77
(78,58)
117,49
19,58
265 11,19 (68,13)
399,68
40,26
265 179,71 27,17
872,40 163,70
265 30,83
0,77
92,27
22,34
N

Mean

Min.

Max.

DAR(%)
DER(%)
PROF(%)
GWOP1(%)
GWOP22 (%)
GWTOB(%)
COLL(%)
COTAX (Rp
265 165,38 (276,59) 1.374,35 683,55
milyar)
9 TAXSH(%)
265 2,05
(3,94)
12,29
2,42
10 NDTS(%)
265 5,05
0,04
311,24
20,91
11 LIQUI(%)
265 248,16 15,24 1.139,86 213,98
12 EVOL(%)
265 6,73
0,50
148,61
173,4
13 CFVOL(%)
265 35,98
0,62
1.348,21 165,21
14 SIZE(Ln)
265 8,51
6,09
10,55
0,80
15 AGE(Tahun)
265
33
13
80
13
16 PDB(%)
265 3,64
(2,07)
5,17
3,19
17 LINRA(%)
265 10,35
9,48
10,64
0,60
18 INFL(%)
265 2,83
1,68
3,61
0,64
19 MARCA(%)
265 0,049
0,001
0,330
0,062
Sources: Data processed with Eviews 10.10
1. Debt to Assets (DAR) has an average value of 47.48% and a standard deviation of
29.24%. The lowest DAR was PT Industri Jamu Farmasi Sido Muncul Tbk at 7.69%
in 2016 and the highest was PT FKS Food Sejahtera Tbk at 289.89% in 2018.
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2. Debt to Equity (DER), the average value is 128.60% and the standard deviation is
241.87%. The lowest DER was PT FKS Food Sejahtera Tbk at -159.20% in 2017
and the highest was PT Acset Indonusa Tbk at 3,546.56% in 2019.
3. Profitability (PROF), the average value is 14.84% and the standard deviation is
25.71%. The lowest PROF was PT FKS Food Sejahtera Tbk at -257.31% in 2017
and the highest was at PT Matahari Department Store Tbk at 127.84% in 2016.
4. Growth of Total Assets (GWOP1), the average value is 8.7721% and the standard
deviation is 19.58%. The lowest GWOP1 was PT FKS Food Sejahtera Tbk at 78.58% in 2017 and the highest was PT Lippo Cikarang Tbk at 117.49% in 2017.
5. Growth of Tangible Assets (GWOP2), the average value is 11.1881% and the
standard deviation is 40.26%. The lowest GWOP2 was PT FKS Food Sejahtera Tbk
at -68.13% in 2017 and the highest was PT Nusa Raya Cipta Tbk at 399.68% in
2016.
6. Growth of Market Value (GWTOB), an average value of 61.01% and a standard
deviation of 1.637003%. The lowest GWTOB was PT Lippo Cikarang Tbk at
27.17% in 2019 and the highest was PT Surya Citra Media Tbk at 872.40% in
2016.
7. Collateral (COLL), the average value is 30.88% and the standard deviation is
22.34%. The lowest COLL was PT Lippo Cikarang Tbk at 0.77% year and the
highest was PT Sarana Meditama Metropolitan Tbk at 92.27% in 2019.
8. Corporate Tax (COTAX), an average value of Rp. 165.38 billion and a standard
deviation of Rp. 683.55 billion. The lowest COTAX was PT Eagle High
Plantations Tbk at -Rp276.59 billion in 2019 and the highest was PT Tunas Baru
Lampung Tbk at Rp1,374.35 billion in 2017.
9. Tax Shield (TAXSH), the average value is 2.05% and the standard deviation is
2.41%. The lowest TAXSH was PT Sarana Meditama Metropolitan Tbk at -3.94%
in 2020 and the highest was PT FKS Food Sejahtera Tbk at 12.29% in 2019.
10. Non-Debt Tax Shield (NDTS), the average value is 5.05% and the standard
deviation is 20.91%. The lowest NDST was PT Bekasi Fajar Industrial Estate Tbk
at 0.036% in 2020 and the highest was PT Eagle High Plantations Tbk at 311.24%
in 2016.
11. Liquidity (LIQUI), the average value is 248.16% and the standard deviation is
213.98%. The lowest LIQUI was PT FKS Food Sejahtera Tbk at 15.24% in 2018
and the highest was PT Bekasi Fajar Industrial Estate Tbk at 1,139.87% in 2019.
12. Earning Volatility (EVOL), the average value is 6.73% and the standard deviation
is 17.34%. The lowest EVOL was PT Pelat Timah Nusantara Tbk at 0.49% in 2018
and the highest was PT FKS Food Sejahtera Tbk at 148.61% in 2018.
13. Cash Flow Volatility (CFVOL), the average value is 35.98% and the standard
deviation is 165.21%. The lowest CFVOL was PT Malindo Feedmill Tbk at 0.62%
in 2019 and the highest was PT Mitra Keluarga Karyasehat Tbk at 134.82% in
2016.
14. Size of UKM (SIZE), the average value is Ln 850.53 and the standard deviation is
Ln 0.797. The lowest SIZE is PT Champion Pacific Indonesia TBK Ln 608.55 in
2016 and the highest is PT Adhi Karya (Persero) Tbk at Ln 1,054.78 in 2020.
15. Age of SMEs (AGE), the mean value is 33 years, the standard deviation is 13 years.
The lowest AGE is PT Adi Sarana Armada TBK with an age of 17 years in 2020
and the highest is PT Industri Jamu and Pharmacy Sido Muncul Tbk with an age of
84 years in 2020.
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16. Gross Domestic Product (GDP), the average value is 3.64% and the standard
deviation is 3.19%. The lowest GDP was -2.07% in 2020 and the highest in 2016
was 5.17%.
17. Loan Interest Rate (LINRA), the average value is 10.35% and the standard
deviation is 0.60%. The lowest LINRA is 9.48% in 2020, the highest Loan Interest
Rate is 10.46% in 2016.
18. Inflation (INFL), the average value is 2.83% and the standard deviation is 0.64%.
The lowest INFL was 1.68% in 2020 and the highest was 3.61% in 2017.
19. Market Capitalization (MARCA), the average value is 0.0049% and the standard
deviation is 0.062%. The lowest MARCA was PT Radian Utama at 0.001% in
2016 and the highest was PT Surya Cipta Media at 0.33% in 2020.
Multiple Linear Regression Analysis
Analysis of the data in this study using multiple regression test of panel data
using three choices of models, namely the common effect model, fixed-effect model,
and random effect model. Before performing the regression test, a model was
conducted to select the best model using the Chow test, Hausman test, and Lagrange
multiplier test. From the test results, the best DAR model uses a random effect model,
and the best DER model uses a fixed-effect model. The results of the multiple
regression equation in this study are as follows:
DARit = -0,415276 – 0,176691PROFit- 0,015195GWOP1it- 0,002128GWOP2it +
0,05547GWTOBit–
0,111847COLLit + 0,00001COTAXt- 3,092952TAXSHit+ 0,003334NTDSit–
0,037166LIQUIit +
1,194763EVOLit + 0,003881CFVOLit + 0,102789SIZEit+ 0,001739AGEit +
0,020488PDBit –
0,115458LINRAit + 2,244085INFLit- 157,0963MARCAPit
DERit = 89,88011 + 0,03857PROFit– 0,090597GWOP1it+ 0,173652GWOP2it +
0,137773GWTOBit–
1,678733COLLit – 0,0000805COTAXt- 4,713278TAXSHit–
0,235562NTDSit– 0,040772LIQUIit +
3,644746EVOLit + 0,002766CFVOLit + 1,810608SIZEit ]- 1,869335AGEit +
1,025033PDBit –
367,8419LINRAit - 132,0459INFLit- 736,7045MARCAPit

Hypothesis Testing Hypothesis Testing (T-Test)
The t-test is used to test how much influence the regression coefficient of each
independent variable has on the dependent variable.

No

Independ
ent
Variable

Table 6
T-Test Result of DAR and DER
Dependent Variables
Random Effect Model
Fixed Effect Model DER
DAR
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1

2

3

4

5
6

Koef. Prob.
Konstanta 0,41527
6
0,17669 0,014
PROF
1
0
0,01519 0,841
GWOP1 5
1
0,00212 0,824
GWOP2 8
5
0,05547 0,001
GWTOB 0
7
0,11184 0,000
COLL
7
0

7
COTAX
8
TAXSH

0,265
0,00001 7
3,09295 0,022
2
0

9
NDTS
10
LIQUI
11
EVOL
12
CFVOL
13
SIZE

0,00333 0,605
4
1
0,03716 0,000
6
0
1,19476 0,004
3
9
0,00388 0,293
1
6
0,10278 0,000
9
0

14

Result

AGE
15
PDB

0,000
1
0,022
6

16
LINRA

0,11545 0,862
8
8

17
2,24408 0,084
INFL
5
8
18 MARCA 0,000

Prob. Result
-

89,8801
1
Neg.
Sign
Tdk.
Sign
Neg.
Sign
Pos. Sign
Neg.
Sign
Neg.
Sign
Neg.
Sign
Tdk.
Sign
Neg.
Sign
Pos. Sign
Tdk.
Sign
Pos. Sign
Pos. Sign

0,00173
9
0,02048
8

Koef.

-

Pos. Sign
Tdk.
Sign
Tdk.
Sign
Neg.

0,03857
0
0,09059
7
0,17365
2
0,13777
3
1,67873
3
0,00080
5
4,71327
8
0,23556
2
0,04077
2
3,64474
6
0,00276
6
1,81060
8
1,86933
5
1,02503
3
367,841
9
132,045
9
-

0,931
2
0,453
9
0,156
7
0,088
2
0,000
1
0,005
4
0,002
6
0,015
6
0,000
2
0,000
9
0,927
9
0,000
0
0,000
0
0,000
0
0,000
0
0,000
0
0,022

Tdk.
Sign
Tdk.
Sign
Tdk.
Sign
Tdk.
Sign
Neg.
Sign
Neg.
Sign
Neg.
Sign
Neg.
Sign
Neg.
Sign
Pos.
Sign
Tdk.
Sign
Pos.
Sign
Neg.
Sign
Pos.
Sign
Neg.
Sign
Neg.
Sign
Neg.
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157,096 0
Sign
736,704
3
5
Source: Data processed with Eviews 10.10
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9

Sign

Discussions
Based on the results of hypothesis testing using the t-test in table 5 above, it can be
explained as follows:
H1: There is an effect of profitability on the capital structure of SMEs
Profitability has a significant negative effect on DAR, meaning that the greater the
profitability of SMEs, the lower the debt. SMEs with high profitability will use the
source of funding from profits. This is in line with the research of Saif-Alsyousfi et al.
(2020), Lie (2020), Khemiri & Noubbigh (2018), Eventvci (2018), Alipour et al.
(2015), and Mosavi et al. (2015) that there is a significant negative effect of
profitability on capital structure. Meanwhile, for DER, the profitability of SMEs does
not affect DER. Table 5 shows that the profitability of SMEs during 2016-2020
averaged 14.84% due to increased demand for goods in line with the declining inflation
rate during that period, especially demand in the consumer goods sector (primary and
non-primary), thus recording a higher operating profit. These results are in line with
Lina & Amir (2018), Yulianto et al. (2017), Perdana et al. (2015), and Ferdiansyah &
Isnurhadi (2013) that profitability has no effect on DER.
H2: There is an influence of growth opportunity on the capital structure of SMEs
Growth opportunity measured by the growth of total assets, growth of tangible assets,
and growth of market value shows that growth of market value has a significant
positive effect on DAR, meaning that the greater market value will encourage SMEs to
increase funding from debt as a result of the inability of SMEs to issue new shares. This
result is in line with Khemiri & Noubbigh (2018) and Vo (2017) that market value
growth has a significant positive effect on DAR, but it is not following the research of
Saif-Alsyousfi et al. (2020) that market value has a significant negative effect on DAR.
Growth of total assets and growth of tangible assets do not affect DAR. This indicates
that the SME capital structure policy is not determined by the growth of the company's
assets and fixed assets, in line with the research of Khemiri & Noubbigh (2018) that the
growth of total assets does not affect DAR.
H3: There is a collateral effect on the capital structure of SMEs
Collateral has a significant negative effect on the company's DAR and DER, meaning
that SMEs with high fixed asset ownership tend to reduce debt. This can be explained
that SMEs that invest in tangible assets tend to prioritize internal capital, under the
pecking-order theory that SMEs prioritize internal funding rather than utilizing external
funding for investment intangible assets. This study agrees with Perdana et al. (2015)
and Eventvci (2015) that high ownership of tangible assets has a negative and
significant effect on capital structure. However, this study is not following the research
of Saif-Alsyousfi et al. (2020) that high ownership of tangible assets has a positive and
significant effect on capital structure.
H4: There is an effect of corporate tax on the capital structure of SMEs
Corporate tax does not affect the company's DAR, meaning that not all SMEs with a
high corporate tax burden will decide to increase their debt or vice versa. This can be
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explained that the determination of corporate tax burden in Indonesia uses a fixed ratio
of DER, where the ratio for debt to capital is fixed, which causes the tax burden that
can be taxed to be taxable tends to be the same when the company records a profit or
loss. This study is in line with Saif-Alsyousfi et al. (2020) and Khemiri & Noubbigh
(2018) that corporate tax does not affect capital structure. In terms of DER, there is a
significant positive effect of corporate tax on DER. This indicates that SMEs with
increased corporate tax will encourage management to decide to increase the debt ratio
because they hope to get the benefits of tax reduction, compared to the benefits of
additional capital.
H5: There is an effect of tax shield on the capital structure of SMEs
Tax shield has a significant negative effect on DAR and DER, in line with the research
of Saif-Alsyousfi et al. (2020). The tax shield as measured by the tax paid by SMEs to
EBIT can indicate that SMEs do not take advantage of the tax deduction from interest
expense due to the increase in debt as predicted in the trade-off theory.
H6: There is a non-debt tax shield effect on the capital structure of SMEs
Non-debt tax shield does not affect DAR, in line with research by Setiawan & Yumeng
(2021), Eventvci (2015), and Rajagopal (2011). This means that SMEs do not take
advantage of tax deductions that come from depreciation or amortization. The value of
depreciation and amortization, in general, is directly proportional to ownership of
tangible assets and intangible assets, but the collateral factor as a proxy for ownership
of fixed assets in this study harms capital structure. This is made possible by the
different SME policies related to the depreciation method of tangible assets and
intangible assets. In terms of DER, a non-debt tax shield has a significant negative
effect on DER, and a higher non-debt tax shield will encourage SMEs to reduce debt,
tax deductions from depreciation or amortization are sufficient to substitute tax
deductions from debt interest expense.
H7: There is an effect of liquidity on the capital structure of SMEs
Liquidity has a significant negative effect on DAR and DER, in line with the research
of Saif-Alsyousfi et al. (2020), Lei (2020), Lina & Amir (2018), Dewi & Dana (2017),
Watung et al. (2016), Alipour et al. (2015), Wardana & Sudiartha (2015), and Wahab &
Ramli (2014). Liquidity is the ability of SMEs to pay maturing debts using current
assets. SMEs with high liquidity relatively avoid funding from debt. This can be
explained that SMEs with a high level of liquidity have high internal funds. These
conditions encourage SMEs to prioritize the use of internal funds to finance

H8: There is an effect of earnings volatility on the capital structure of SMEs
Earnings volatility has a significant positive effect on DAR and DER, meaning that the
higher the earnings volatility, the higher the debt. The increase in debt accompanied by
earning volatility is an indication that SMEs are less careful in using debt to protect
against the risk of bankruptcy. This study is in line with the research results of SaifAlsyousfi et al. (2020), Moradi & Paulet (2019), and Dewi et al. (2019), which shows
that earning volatility has a positive and significant effect on capital structure.
H9: There is an effect of cash flow volatility on the capital structure of SMEs
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Cash flow volatility does not affect DAR and DER, in line with research by Mosavi et
al. (2015). This can be interpreted that not all SMEs with high cash flow volatility
encourage SMEs to decide to increase funding from debt and vice versa. SMEs or
investors view that cash flow does not reflect how much profit will be obtained. SMEs
pay more attention to earning volatility as a factor to calculate how much profit will be
obtained and the risks that exist, thus influencing capital structure decisions. However,
this study is not following the research by Saif-Alsyousfi et al. (2020) and Keefe &
Yaghoubi (2016) that cash flow volatility has a significant negative effect on DAR.
H10: There is an effect of size, company age, GDP, interest rates, inflation, and
market capitalization on the capital structure of SMEs
Company Size
The size of SMEs has a significant positive effect on DAR and DER, in line with
research by Saif-Alsyousfi et al. (2020), Lei (2020), Khemiri & Noubbigh (2018),
Maulina et al. (2018), and Keefe & Yaghoubi (2016). This can be interpreted that the
larger the size of SMEs, the debt of SMEs will also increase. Large SMEs have the
opportunity to access external financing sources due to their ability to repay loans and
win the business competition. This gives confidence to creditors to provide loans. Such
conditions encourage SMEs to increase debt rather than issue new shares, which can
reduce the control of SMEs (Acaravci, 2015).
Company Age
The age of SMEs has a significant positive effect on DAR. SMEs with a longer age
tend to have experience and are reliable in dealing with changing economic situations
so that it has a positive impact on creditors' views. This condition is more favorable for
SMEs to obtain debt. The results of this study are in line with the research of Khemiri
& Noubbigh (2018), which shows that the age of SMEs has a positive and significant
effect on the company's DAR. However, the results of this study differ from those of
Saif-Alsyousfi et al. (2020) and Keefe & Yaghoubi (2016) that the age of SMEs harms
DAR. In terms of DER, the age of SMEs has a significant negative effect on DER, in
line with research conducted by Ictiarni et al. (2017) and Wardana & Sudiartha (2015).
This can be explained that the older SMEs tend to have lower debt; the older SMEs can
provide a more detailed picture related to financial performance and stock price
performance. Thus, if the financial performance describes a favorable financial
condition with the SME stock portfolio showing good performance, it will encourage
investors to invest by collecting the SME shares.
Gross Domestic Product
The results of the regression test show that economic growth as reflected in Gross
Domestic Product (GDP) has a positive and significant effect on the DAR and DER of
SMEs, meaning that the higher the level of economic growth, the higher the level of
corporate debt. This can be explained that high economic growth will increase the
demand for goods and services, which in turn encourages SMEs to increase investment
in the context of business expansion. SMEs tend to increase debt to support business
expansion because the profits obtained by SMEs can cover the debt burden as a result
of the high level of demand for goods and services amid high economic growth.
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Interest rate
Commercial bank lending rates do not affect DAR, in line with research by
Setiawan & Yumeng (2021) and Wahab & Ramli (2014). This can be interpreted that
the high and low average loan interest rates do not determine the demand for debt due
to the consistently relatively high-interest rates on bank loans in Indonesia, so that
interest rates have not become the main consideration in determining the use of debt,
especially for investment in adding assets.
Commercial bank lending rates have a significant negative effect on DER. This
may indicate that SMEs tend to rely on capital to finance their investment and
operations rather than increase their debt. Increasing the amount of debt will increase
the interest expense, which in turn increases the risk of financial distress when the
financial condition of SMEs is not good. SMEs are predicted to have calculated the use
of debt to the optimal limit so that the benefits of tax savings due to interest expense are
equal to the risk of financial distress, so they tend to use internal capital or through the
issuance of new shares.
Inflation
Inflation does not affect DAR, in line with the research of Puspitasari et al. (2016).
This can be interpreted that any level of inflation is not able to influence the DAR.
Rising inflation will encourage an increase in loan interest rates. The inflation rate in
Indonesia has consistently recorded a relatively high number, as well as the interest rate
on loans so that this condition is considered by SMEs to be common. This causes that
SMEs not to consider the inflation factor in determining the capital structure as
measured by DAR. However, this study contradicts the research of Saif-Alsyousfi et al.
(2020), Khemiri & Noubbigh (2018), and Keefe & Yaghoubi (2016) that there is a
significant positive effect of inflation on DAR.
From the DER side, inflation has a significant negative effect on DER, meaning
that an increase in the inflation rate will have an impact on a company's DER decrease.
This can be explained that rising inflation will be accompanied by an increase in loan
interest rates, thus encouraging SMEs to prioritize internal capital for financing rather
than using debt that carries the risk of financial distress amid rising interest rates.
Market Capitalization
Market capitalization has a significant negative effect on DAR and DER, in line
with research by Khemiri & Noubbigh (2018). This means that the increase in the
market capitalization of SMEs will impact the decline in the company's DAR and DER.
This also indicates that the development of the capital market will help SMEs diversify
financing and reduce risk, thereby encouraging SMEs to take advantage of funding
through the capital market. The results of this study contradict Saif-Alsyousfi et al.
(2020) that market capitalization does not affect DAR.
CONCLUSION
Based on the analysis and discussion above on SMEs listed on the IDX which
were recorded and recorded on the Pefindo25 index during 2016-2020 that the effect of
each variable partially on the capital structure is as follows: 1) Profitability has a
significant negative effect on DAR, but has no effect on DER ; 2) The effect of growth
opportunity as measured by growth of total assets, growth of tangible assets, and
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growth of market value, namely growth of total assets has no effect on DAR and DER,
growth of tangible assets has no effect on DAR and DER, and growth of market value
has a significant positive effect on DAR, but has no effect on DER; 3) Collateral has a
negative effect on DAR and DER; 4) Corporate tax has no effect on DAR, but has a
significant negative effect on DER; 5) Tax shield has a significant negative effect on
DAR and DER; 6) Non-debt tax shield has no effect on DAR, but has a significant
negative effect on DER; 7) Liquidity has a significant negative effect on DAR and
DER; 8) Earning volatility has a significant positive effect on DAR and DER, 9) Cash
flow volatility has no effect on DAR and DER; and 10) The effect of size, company
age, GDP, interest rates, inflation, and capitalization as control variables on capital
structure, namely: company size has a significant positive effect on DAR and DER,
company age has a significant positive effect on DAR, but has a significant negative
effect on DER, gross domestic product (GDP) has a significant positive effect on DAR
and DER, loan interest rates have no effect on DAR, but have a negative effect on
DER, inflation has no effect on DAR, but has a negative effect on DER, and market
capitalization has a significant negative effect on DAR and DER.
IMPLICATIONS
A high level of debt will increase the risk of financial distress when the financial
condition of SMEs is not good, which in turn affects the perceptions of creditors and
investors. Therefore, SMEs need to consider the factors that negatively affect DAR and
DER. If these factors increase, then DAR and DER will decrease, and vice versa. The
results of this study reveal the factors that have a significant negative effect with the
largest coefficient on DAR, respectively, are market capitalization, tax shield,
profitability, collateral, and liquidity. In contrast, the factors that have a significant
negative effect with the largest coefficient on DER are market capitalization, loan
interest rates, inflation, tax shield, age, collateral, non-debt tax shield, liquidity, and
corporate tax. These factors can generally be categorized as SME internal factors,
namely tax shield, collateral, profitability, non-debt tax shield, liquidity, and corporate
tax, as well as external factors, including loan interest rates and inflation. Thus, SMEs
need to increase the ratio of these internal factors so that DAR or DER decreases while
taking into account external factors so that it will reduce the risk of financial distress.
For investors, it is necessary to conduct a thorough assessment of financial performance
and the factors that influence the capital structure before deciding to invest. A high
capital structure can reduce potential profits and increase the risk of default. Thus,
investors need to pay attention to the factors that have a negative and significant effect
with a large level of influence on the capital structure, because if these factors increase,
the capital structure will decrease. The dominant factors that harm DAR are mostly
internal factors, namely tax shield, profitability, and collateral. However, the dominant
factors that harm DER are mostly external factors, namely loan interest rates, and
inflation. Meanwhile, the internal factors that need to get investors' attention are the tax
shield, collateral, and non-debt tax shield. Thus, investors need to consider SMEs that
have high tax shields, profitability, collateral, and non-debt tax as SMEs of choice for
investment while still paying attention to interest rates and inflation.
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LIMITATIONS AND SUGGESTIONS
1. The research sample is limited to SMEs listed in the IDX, particularly inthe
Perfindo25 Index with a research period of 5 (five) years from 2016-2020, so it
cannot be applied to other types of companies. However, future researchers are
expected to conduct research on different types of companies and increase the
research period so that the research results are more accurate.
2. The dependent variable in this study has not been able to measure the level of
influence of capital structure on the type of short-term, long-term, or capital debt on
the market value of equity. Further researchers are expected to find variables that
can provide a more detailed description of the capital structure for long-term, shortterm debt, or capital on the market value of equity (Rahma et al., 2019; Ramli et al.,
2019); Pickles, 2018; Matemilola et al., 2018; and Alipour et al., 2015).
3. Further researchers can use other variables that can provide significant and increase
adjusted R2 to DAR and DER. As an alternative, you can use a sales growth proxy to
measure growth opportunity (Dewi & Dana, 2017; Alipour et al., 2015).
REFERENCES
Acar, M. G. C. (2018). Determinants of Capital Structure: Empirical Evidence from Turkey.
Journal of Management and Sustainability; Vol. 8, No. 1; 2018 ISSN 1925-4725 EISSN 1925-4733, 58(3), 237–250. https://doi.org/10.5539/ jms.v8n1p31.
Acaravci, S. K. (2015). The Determinants of Capital Structure: Evidence from the Turkish
Manufacturing Sector. International Journal of Economics and Financial Issues, 5(1),
158–171. www.econjournals.com
Akhtar, S. (2012). Capital structure and business cycles. Accounting and Finance,
52(SUPPL.1), 25–48. https://doi.org/10.1111/j.1467-629X.2011.00425.x
Alipour, M., Mohammadi, M. F. S., & Derakhshan, H. (2015). Determinants of capital
structure: An empirical study of firms in Iran. International Journal of Law and
Management, 57(1), 53–83. https://doi.org/10.1108/IJLMA-01-2013-0004.
Brigham, E. F., & Houston, J. F. (2019). Fundamentals of Financial Management 15 Edition.
Cengage Learning: Boston.
Dewi, I. T. T., Hadi, H., & Nalurita, F. (2019). Pengaruh Liquidity, Profitability, Ukuran UKM
(SIZE), Tangibility, Growth, Opportunity, Earning Opportunity dan Non-Debt Tax
Shield Terhadap Financial Leverage Pada UKM Building Construction di Bursa Efek
Indonesia Periode 2010-2017. Social Dan Humaniora, 1–7.
Dewi, N. K., & Dana, I. M. (2017). Pengaruh Growth Opportunity, Likuiditas, Non-Debt Tax
Shield Dan Fixed Asset Ratio Terhadap Struktur Modal. E-Jurnal Manajemen
Universitas Udayana, 6(2), 255256.
Ferdiansyah, M. S., & Isnurhadi. (2013). Faktor-Faktor yang Mempengaruhi Struktur Modal
Pada UKM Pertambangan yang Terdaftar di Bursa Efek Indonesia. Jurnal Manajemen
Dan Bisnis Sriwijaya Vol.11 No.2 Juni 2013.
Hanifah, O. E., & Purwanto, A. (2013). Pengaruh Struktur Corporate Governance Dan
Financial Indicators Terhadap Kondisi Financial Distress ( Studi Pada UKM
Manufaktur Yang Terdaftar Di BEI. Diponegoro Journal of Accounting, 2, 1–15.
Harris, C., & Roark, S. (2019). Cash flow risk and capital structure decisions. Finance Research
Letters, 29(September), 393–397. https://doi.org/10.1016/j.frl.2018.09.005
Hidayat, M. A., & Meiranto, W. (2014). Prediksi Financial Distress UKM Manufaktur Di
Indonesia. None, 3(3), 538–548.
Ichtiarni, H. D., Retnowati, N., & Rahmasari, A. (2017). Pengaruh Profitabilitas, Pertumbuhan
Aset Dan Umur UKM Terhadap Struktur Modal Pada UKM Cosmetic And Household
Yang Terdaftar Di BEI. Jurnal Manajemen Branchmarck, 4(2), 193–202.

Business and Entrepreneurial Review

263

Khaliq, A., Motawe Altarturi, B. H., Mohd Thas Thaker, H., Harun, M. Y., & Nahar, N.
(2014). Identifying Financial Distress Firms : A Case Study of Malaysia's Government
Linked Companies ( GLC ). International Journal of Economics, Finance, and
Management, 3(3), 141–150.
Khémiri, W., & Noubbigh, H. (2018). Determinants of capital structure: Evidence from subSaharan African firms. Quarterly Review of Economics and Finance, 70, 150–159.
https://doi.org/10.1016/j.qref.2018.04.010
Kurniawan, A. M. (2018). Pengaturan Pembebanan Bunga Untuk Mencegah Penghindaran
Pajak. Simposium Nasional Keuangan Negara, 1, 285–303.
Larasati, D. M., & Amri. (2017). Pengaruh Tingkat Suku Bunga Sertifikat Bank Indonesia dan
Nilai Tukar terhadap Inflasi di Indonesia. In Jurnal Ilmiah Mahasiswa (Vol. 2, Issue 4).
Lina.,& Amir, A. (2018). Pengaruh Return on Asset, Current Ratio, Size Dan Growth Terhadap
Struktur Modal Pada UKM Manufaktur Yang Terdaftar Di Bursa Efek Indonesia
Periode 2013 - 2015. Going Concern : Jurnal Riset Akuntansi, 14(1), 893–902.
https://doi.org/10.32400/gc.13.04.22075.2018
Lukman, Mediya. 2018. Keuangan Korporate-Teori dan Praktik di Indonesia. Bumi Aksara:
Jakarta
Mahanani, R. M. (2017). Pengaruh Nilai Tukar, Suku Bunga, Inflasi, Gdp Dan Corporate Tax
Rate Terhadap Struktur Modal UKM Sektor Infrastruktur, Utilitas Dan Transportasi
Yang Terdaftar Di Bursa Efek Indonesia Tahun 2011-2015. Jurnal Ilmu Manajemen
(JIM), 5(3).
Matemilola, B. T., Bany-Ariffin, A. N., Azman-Saini, W. N. W., & Nassir, A. M. (2018). Does
top managers’ experience affect firms’ capital structure? Research in International
Business
and
Finance,
45(January
2016),
488–498.
https://doi.org/10.1016/j.ribaf.2017.07.184
Maulina, G., Nuzula, N. F., & Nurlaily, F. (2018). Pengaruh Faktor-Faktor Penentu Struktur
Modal Terhadap Struktur Modal (Studi pada UKM Manufaktur yang Terdaftar di
Bursa Efek Indonesia periode 2014-2016). Jurnal Administrasi Bisnis, 58(1), 156–165.
Memon, Z. A., Chen, Y., Tauni, M. Z., & Ali, H. (2018). The impact of cash flow volatility on
firm leverage and debt maturity structure: evidence from China. China Finance Review
International, 8(1), 69–91. https://doi.org/10.1108/CFRI-06-2017-0106
Miraza, C. N., & Muniruddin, S. (2017). Pengaruh Kepemilikan Institusional, Kepemilikan
Manajerial, Variabilitas Pendapatan, Corporate Tax Rate, Dan Non Debt Tax Shield
Terhadap Struktur Modal pada UKM Manufaktur yang Terdaftar di Bei Tahun 20112015. Jurnal Ilmiah Mahasiswa Ekonomi Akuntansi (JIMEKA), 2(3), 73–85.
Moradi, A., & Paulet, E. (2019). The firm-specific determinants of capital structure – An
empirical analysis of firms before and during the Euro Crisis. Research in International
Business
and
Finance,
47(November
2017),
150–161.
https://doi.org/10.1016/j.ribaf.2018.07.007
Perdana, N., Paramu, H., & Utami, E. S. (2015). Determinan Struktur Modal pada Perusahaan
Properti yang Terdaftar di Bursa Efek Indonesia Periode 2009-2013. Artikel Ilmiah
Mahasiswa, 2013(2009), 1–7.
Puspitasari, O. I., Raharjo, K., & Andini, R. (2016). Pengaruh Profitability, Tangible, Leverage,
Corporate Tax dan Inflation Rate Terhadap Struktur Modal Pada UKM Manufaktur
yang Listing di Bursa Efek Indonesia. Journal of Accounting, 2(2).
Rahma, A., Muslim, A., & Nalurita, F. (2019). Pengaruh Profitabilitas, Likuiditas, Umur
Perusahaan, Ukuran UKM Dan Risiko Bisnis Terhadap Struktur Modal Pada UKM
Makanan, Minuman Dan Tembakau Bursa Efek Indonesia Periode 2012 – 2017. Buku
2: ‖Sosial Dan Humaniora― ISSN (E) : 2540 - 7589, 57(1), 1–32.
https://doi.org/10.1111/1540-6261.00414
Rajagopal, S. (2011). The portability of capital structure theory: Do traditional models fit in an
emerging economy? Journal of Finance and Accountancy, 5, 1–17.
http://search.proquest.com/docview/853887384?accountid=26357

264 Factors Affecting Capital Structure Of Small-Medium Enterprises Listed In Indonesia___
Ramli, N. A., Latan, H., & Solovida, G. T. (2019). Determinants of capital structure and firm
financial performance—A PLS-SEM approach: Evidence from Malaysia and
Indonesia. Quarterly Review of Economics and Finance, 71, 148–160.
https://doi.org/10.1016/j.qref.2018.07.001
Saif-Alyousfi, A. Y. H., Md-Rus, R., Taufil-Mohd, K. N., Mohd Taib, H., & Shahar, H. K.
(2020). Determinants of capital structure: evidence from Malaysian firms. Asia-Pacific
Journal
of
Business
Administration,
12(3–4),
283–326.
https://doi.org/10.1108/APJBA-09-2019-0202
Setiawan, C., & Yumeng, Q. (2021). The Determinants of Capital Structure on China-Listed
Construction Companies. JAAF (Journal of Applied Accounting and Finance) Volume
5, Number 1, 2021, 1-15, 5(1), 121–138. https://doi.org/10.4324/9780203536940-12
Wahab, S. N. A. A., & Ramli, N. A. (2014). The determinants of capital structure: An empirical
investigation of Malaysian listed government-linked companies. International Journal
of Economics and Financial Issues, 4(4), 930–945.
Watung, A. K. S., Saerang, I. S., & Tasik, H. H. D. (2016). Pengaruh Rasio Likuiditas,
Aktivitas, Profitabilitas, dan Struktur Aktiva Terhadap Struktur Modal Industri Barang
Konsumsi di Bursa Efek Indonesia. Jurnal EMBA, 4(2),726–737.
Watung, A. D., Susyanti, J., & Salim, M. A. (2017). Pengaruh Inflasi, Suku Bunga SBI, Tarif
Pajak dan Profitabilitas Terhadap Struktur Modal (Studi Kasus Pada UKM Manufaktur
Subsektor Logam dan Sejenisnya yang Terdaftar Di Bursa Efek Indonesia Selama
Periode 2014- 2017). E – Jurnal Riset Manajemen, 2011, 1–13.
Yusnita, R. T., & Fitriadi, B. W. (2019). Analisis Pengaruh Struktur Modal Terhadap
Profitabilitas Umkm Di Kota Tasikmalaya. Jurnal Ekonomi, Bisnis, Dan Akuntansi,
21(2). https://doi.org/10.32424/jeba.v21i2.1321
Yustika, Y., Kirmizi, K., & Silfi, A. (2015). Pengaruh Likuiditas, Leverage,
Profitabilitas,Operating Capacity Dan Biaya Agensi Manajerial Terhadap Financial
Distress (Studi Empiris Pada UKM Manufaktur Yang Terdaftar Di Bursa Efek
Indonesia Tahun 2011-2013). Jurnal Online Mahasiswa Fakultas Ekonomi Universitas
Riau, 2(2), 33964

