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ABSTRACT 
This study aims to determine the impact of Business Risk, Firm Size, 
Investment Decisions, Board Size, and Profitability on Capital 
Structure in property and real estate sector companies listed on the 
Indonesia Stock Exchange. This study used a sample of 12 companies 
during the period 2018 - 2022 with a total of 60 data. In this study there 
are research methods which include Descriptive Statistics, Classical 
Assumption Test, Multiple linear regression analysis, T test, F test, and 
Coefficient of determination. Based on the results of the research 
analysis, it shows that the business risk, investment decision, and 
profitability variables have a negative and significant effect on the 
capital structure. Company size variable have no significant influence 
on capital structure. While the board size variable has a positive and 
significant effect on capital structure. 
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INTRODUCTION 

The property and real estate sector in Indonesia is growing rapidly and 

contributes significantly to the economy, reaching 14.63% to 16.30% of GDP, or 

equivalent to IDR 2,349 - IDR 2,865 trillion per year. According to Bank 

Indonesia's Survey of Residential Property Prices (SHPR), the Index of 

Residential Property Prices (IHPR) increased 1.87% on an annualized basis in 

the first quarter of 2022, while property demand also rose 9.2% year-on-year. 

Consistent growth in the property and real estate sector creates attractive 

business opportunities and long-term investment prospects, with high return 

potential for investors. To maintain long-term success and achieve goals, 

companies need to maintain operational continuity and ensure sufficient 

funding. This funding can come from internal sources such as retained 

earnings, or external sources such as credit, share issues, and bonds, all of 

which are related to the capital structure of the company. 

http://lpppipublishing.com/index.php/ijessm
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Capital structure refers to the way a company finances all its assets using a 

combination of equity and debt (Stoiljkovic et al, 2022). The ratio between total 

debt and total equity is called the Debt Equity Ratio (DER). A high DER 

indicates that the company uses more debt for its operations, while a low DER 

indicates that the company relies more on its own capital, which is considered 

safer because there is less debt to pay. 

The decision on the company's capital structure becomes optimal if the 

company considers the proportion of capital and analyzes the factors that affect 

it. The optimal capital structure is reflected in the achievement of the company's 

objectives with minimum cost and maximum profit, which in turn increases the 

welfare of the shareholders. Factors that influence capital structure decision 

include business risk, firm size, investment decision, board size, and 

profitability. 

Business risk is the uncertainty that arises when a company runs its 

operations, related to the expected rate of return and profit in the future 

(Ferliana and Agustina, 2018). The principle of “high risk high return” applies, 

where the higher the expected return, the greater the business risk faced. 

Companies with large business risks tend to reduce the use of debt funding 

compared to companies with smaller risks. 

Firm size refers to the scale used to classify companies based on total 

assets, log size, stock market value, and so on (Triyono, Kusumas, and Palupi, 

2019). Company size shows how large or small the total assets owned are. A 

company with large total assets is considered a large company, which indicates 

that the company has extensive operations and requires large capital. Large 

companies have a higher ability and flexibility to obtain capital, including 

through debt from external sources. According to Ferliana and Agustina (2018), 

creditors have more confidence in large companies because of their wealth, 

while small companies with limited total assets tend to have more limited 

access to funding. 

Investment decision is one of the variables that affect the company's 

capital structure. Investment is an investment with the hope of obtaining profits 

in the future. The addition of fixed assets is one indicator of investment 

decisions (Arizki, Masdupi, and Zulvia, 2019). This decision involves the 

allocation of funds to acquire or add fixed assets, which then affects the 

company's capital structure. To finance investment in fixed assets, companies 

can use internal capital such as retained earnings, or external capital such as 

debt or share issuance. 

Board size refers to the corporate governance structure, consisting of 

members of the board of directors and commissioners, who are tasked with 
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overseeing the company's operations (Yusuf and Sulung, 2018). Board size can 

affect decision-making efficiency. The larger the board size, the efficiency of 

monitoring management tends to decrease, which can make it difficult to make 

decisions and result in high leverage. However, according to Aldiansyah, Mai, 

and Marwansyah (2023), creditors have more confidence in companies with 

large board sizes, because they are considered capable of implementing more 

effective controls. 

Profitability is the company's ability to earn profits from sales activities, 

total assets, and capital owned (Triyono, Kusumastuti, and Palupi, 2019). In this 

study, profitability is measured by the return on assets (ROA) ratio, which is the 

ratio between company profits and total assets owned (Ariyani, Pangestuti, and 

Raharjo, 2018). The company is considered effective in managing its assets if it 

can generate maximum profit. According to research by Pertiwi and 

Darmayanti (2018), companies with high profits tend to use less debt. 

Based on the background described above as described regarding the 

variables of business risk, firm size, investment decision, board size, and 

profitability, the authors will conduct further research related to the company's 

capital structure which is important and basic for each company that wants to 

achieve its company goals. So that research will be carried out with the title 

“The Effect of Business Risk, Firm Size, Investment Decision, Board Size, and 

Profitability on Capital Structure in Property and Real Estate Companies”. 

 

RESEARCH METHODE 

This research is a type of quantitative research with a cross section 

method, namely using data from various different subjects (different 

companies) in the same period. The population in this study were all property 

and real estate companies included in the Indonesia Stock Exchange (IDX) in 

the period 2018 - 2022. This study uses purposive sampling technique, where 

the sample is determined based on certain criteria (Sugiyono, 2019). Based on 

the criteria determined by the author, there are 12 companies with a total 

sample of 60 data, including property and real estate companies listed on the 

Indonesia Stock Exchange, having financial reports and annual reports that are 

consistently public during the 2018-2022 period in rupiah currency, and those 

that earn profits continuously during the 2018-2022 period. 

 

RESULT AND DISCUSSION 

Normality Test 

The normality test is carried out to determine whether the data analyzed 

in this study are normally distributed or not (Ghozali, 2018). To carry out the 
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normality test in this study using the Kolmogorov-smirnov test (1-Sample K-S 

test). 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1.  

Normality Test Results 

Based on the results of Figure 1, it can be seen that the Asymp.Sig (2-

tailed) value is 0.731 so it can be concluded that Business Risk, Firm Size, 

Investment Decision, Board Size, Profitability and Capital Structure are 

normally distributed because the Asymp.Sig (2-tailed) value is 0.731> 0.05. 

Multicollinearity Test 

Multicollinearity test is conducted to see whether or not there is a 

correlated relationship between the independent variables. 

Figure 2. 

Multicollinearity Test Results 

Based on the Figure of multicollinearity test results, it can be seen that 

each variable has a VIF value smaller than 10, as well as the Tolerance value of 

each variable also has a value> 0.01 so it can be concluded that Business Risk, 

Firm Size, Investment Decision, Board Size, Profitability and Capital Structure 

are free from multicollinearity symptoms. 
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Autocorrelation Test 

The autocorrelation test aims to determine whether in the regression 

model there is a correlation between period t and period t-1 or the previous 

period. 

Figure 3.  

Autocorrelation Test Results 

Based on the results of the autocorrelation test, it can be seen that the 

Durbin Watson value is 1.652 which can be concluded that Business Risk, Firm 

Size, Investment Decision, Board Size, Profitability and Capital Structure do not 

have autocorrelation symptoms because the Durbin Watson value of 1.652 is 

between -2 to +2. 

Heteroscedasticity Test 

The heteroscedasticity test aims to determine whether in the regression 

model, there is a change in the variance of the residuals for each observation 

made. According to Ghozali (2018), one method that can be used to test for 

heteroscedasticity is the Glejser test. 

 

 

 

 

 

 

 

Figure 4. 

Heteroscedasticity Test Results 

Based on the results of the heteroscedasticity test, it can be seen that the 

significance coefficient value of each variable is greater than 0.05, so it is 

concluded that Business Risk, Firm Size, Investment Decision, Board Size, 

Profitability and Capital Structure do not have symptoms of heteroscedasticity. 
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Multiple Linear Regression Analysis 

Multiple linear regression analysis is an analysis used to identify the 

relationship between two or more independent variables with one dependent 

variable (Ghozali, 2018).  

Figure 5.  

Multiple Linear Regression Analysis 

Based on multiple regression analysis, the regression equation is obtained 

as follows : 

DER=-2.761-0.381 BRISK-0.048 B-SIZE-0.274 PER+1.086 BSIZE-0.454 

ROA+ ε 

Test Coefficient of Determination (𝑹𝟐) 

The coefficient of determination is used to determine how much the 

independent variables are able to explain or influence the dependent variable 

(Ghozali, 2018). 

Figure 6. 

Coefficient of Determination 

Based on the coefficient of determination test results presented in the table 

above, it can be seen that the adjusted R-square value is 0.657 or 65.7%. This 

percentage shows that Business Risk, Firm Size, Investment Decision, Board 

Size, and Profitability) are able to explain the Capital Structure by 65.7%, and 

the remaining 34.3% is explained by other variables outside this study.  
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Simultaneous Hypothesis Test (F Test) 

The F test is one of the analytical tools to determine whether the 

independent variables simultaneously have an influence on the dependent 

variable (Ghozali, 2018). 

 

 

 

 

 

Figure 7.  

F Test Results 

Based on the results of the F test, the probability value (F statistic) of 0.000 

is smaller than 0.05 and the value of F count 23.578> F table 2.36, so it can be 

said that the independent variables (Business Risk, Firm Size, Investment 

Decision, Board Size, and Profitability) together have a significant influence on 

the dependent variable (Capital Structure). 

Partial Hypothesis Test (T Test) 

T-test is one of the analytical tools to determine the significant level of 

influence of each independent variable on the dependent variable (Ghozali, 

2018). 

 

 

 

 

 

 

 

 

 

Figure 8.  

T Test Results 

Effect of Business Risk on Capital Structure 

Business risk has a coefficient of -3.254 which means that an increase in 

business risk negatively affects the capital structure. When the business risk is 

higher, the capital structure will be smaller. Then this business risk variable has 

a significance or probability value of 0.002 smaller than the significance level of 

0.05, which means that there is a significant influence between business risk 
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variables on capital structure. This is in line with research conducted by 

Alnajjar (2015) and Nuzula et al (2016). 

Effect of Company Size on Capital Structure 

Company size has a coefficient of -0.454 which means that an increase in 

company size has a negative effect on capital structure. Where when the 

company size is higher, the capital structure will be smaller. Then the firm size 

variable has a significance or probability value of 0.652 which is greater than the 

significance level of 0.05, which means that the firm size variable has no effect 

on the capital structure. This is in line with research conducted by Yoshendy, 

Achsani, and Maulana (2015) and Rosdiana, Karyatun, and Sari (2023). 

Effect of Investment Decision on Capital Structure 

Investment decision has a coefficient of -2.708 which means that the 

increase in investment decision negatively affects the capital structure. When 

the investment decision is higher, the capital structure will be smaller. Then this 

variable has a significance or probability value of 0.009 smaller than the 

significance level of 0.05, which means that the investment decision variable 

affects the capital structure. This is in line with research conducted by Rizkiwati 

and Anwar (2023), which states that investment decision negatively affects 

capital structure. 

Effect of Board Size on Capital Structure 

Board size has a coefficient of 3.508 which means that the increase in 

board size has a positive effect on capital structure. When the board size is 

higher, the capital structure will be greater. Then this variable has a significance 

or probability value of 0.001 smaller than the significance level of 0.05, which 

means that the board size variable affects the capital structure. This is in line 

with research conducted by Manu et al (2019), Feng et al (2020), and Ria (2023). 

Effect of Profitability on Capital Structure 

Profitability has a coefficient of -4.810 which means that an increase in 

profitability negatively affects the capital structure. When the profitability is 

higher, the capital structure will be smaller. Then this variable has a significance 

or probability value of 0.000 smaller than the significance level of 0.05, which 

means that the profitability variable has a significant effect on the capital 

structure. This is in line with research conducted by Nurdani and Rahmawati 

(2020) and Triyono, Kusumastuti, and Palupi (2019). 

 

CONCLUSION  

Based on the research results, the following conclusions can be drawn: 1) 

business risk has a negative and significant effect on capital structure. 2) 

company size has no significant effect on capital structure. 3) investment 
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decision has a negative and significant effect on capital structure. 4) board size 

has a positive and significant effect on capital structure. 5) profitability has a 

negative and significant effect on capital structure. 
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