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Asset Structure, Innovation, Until now, companies that are included in the LQ45 category are
and Technology; Agency companies that attract large investors. Therefore, the company
Cost; Company Size; must have the ability to manage the company's financing sources
Company Growth; Leveraged well and avoid company losses. Therefore, this research aims to
empirically understand the impact of asset structure, innovative
technology, agency costs, firm size, and firm growth on leverage
ratio. LQ45 companies listed on the Indonesia Stock Exchange
between 2019 and 2021. This research uses causal benchmarking.
The sample of this study is LQ45 member companies listed on the
Indonesia Stock Exchange for the 2019-2021 period, using the
target sampling method. 11 companies meet the research sample
criteria and 33 financial reports. The results showed that asset
structure, innovative technology, agency costs, and company size
significantly affected the leverage ratio. In contrast, the company

growth variable had no significant effect on the leverage ratio.
Attribution-ShareAlike 4.0 International (CC BY-SA 4.0

Introduction

Large companies play an important role in the economic development of some emerging
markets, such as Indonesia. Any decision to finance a company and its subsidiaries is influenced
by several factors, namely the level of corporate debt ratio (Avarmaa et al., 2011). Management
always considers the capital structure to ensure that the company remains sustainable and stable,
allowing corporate leverage to change dynamically along with fluctuations in financial
performance and macroeconomic factors (Santosa, 2019; Prieto & Lee, 2019).

The company's goal is to maximize the wealth of its owners by increasing the value of the
company and to achieve this, for the first time, the company must look at the substantial aspects of
equity capital related to leverage (Chow, 2019; Prieto & Lee, 2019). The capital structure aspect is
closely related to business and financial difficulties because the company can operate and develop
properly if its management has sufficient capital to meet business expansion needs and working
capital (Santosa, Tambunan & Kumullah, 2020). However, because the company's internal capital
sources (paid-up capital and retained earnings) for company development are increasingly limited,
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management must seek alternative external funding through bank loans and capital markets
(Horvathova et al., 2018; Ozkan, 2001).

The current condition of all kinds of businesses is very dependent on capital issues; there is
an opinion that to encourage economic growth, it is necessary to mobilize the real sector, although
the business world still faces many obstacles, the most important of which is financial problems.
The business world is experiencing a setback as many financial institutions face financial
difficulties due to credit defaults in the business world despite the maximum limit of bank loans
and other issues; creditworthiness issues have been approved, and the pandemic is sweeping the
world. Capital-related issues and financial issues are still an important influence on company
performance (William & Sanjaya, ) 2017 . In this effort, the company's financial manager pays
more attention to determining the company's capital structure. In the capital market, companies
compete with each other, especially those listed in LQ 45 on the IDX. This competition encourages
companies to improve their performance further to achieve their goals. The view of investors is
very important, especially it can affect a company's performance. Some factors that affect company
performance are asset structure, innovation and technology, agency costs, company size and
company growth (Li, Wu, Xu & Tang, 2017; Rani, Yadav & Tripathy, ) . 2019

This study's urgency is to determine the significance of the variables used, especially in LQ45
companies listed on the IDX. Several empirical studies on capital structure theory have focused on
the influence of factors on leverage and firm value (Baule, 2018; Ben-Nasr et al., 2015). Some
studies have compared pecking order and trade-off theories to analyze which is better for leverage
(Arsov & Naumoski, 2016; Zunckel & Nyide, 2019).

In addition, some have analyzed dynamic capital structure with leverage and targeted the
speed of adjustment. (Islam Abdeljawad & Nor, 2017; Li, Wu, Xu & Tang, 2017; Rani, Yadav &
Tripathy, 2019). All results present some novel and appropriate leverage variables. Management
expects companies to have proportional and optimal corporate solvency to maximize value creation
and shareholder prosperity. Other factors considered influential in financial performance are asset
structure, innovation and technology, agency costs, and firm size (Prieto & Lee, 2019; Vo, 2017).
The influence of several factors on capital structure and financial performance differs empirically
because it is specific to the type of company or each respective business field in which it operates
(Santosa & Puspitasari, 2019).

Company growth also affects leverage; according to Jensen (1986), leaders tend to have
resources that they manage. Asset growth, revenue growth, and profit growth will significantly
affect the amount of cash managers own, so managers tend to hold these resources to finance their
operations. Manage the company.

Companies that grow will get a positive response from the market, which will trigger an
increase in their share price. This aligns with Signaling Theory (Managerial et al., 2014). The effect
of company growth on debt is stated by (Managerial et al., 2014) if company growth as measured
using sales growth positively affects leverage. The effect of growth on leverage is proven by
Mahadwartha (2016), which proves that company growth negatively affects leverage. According
to the pecking order theory, managers use internal capital first to finance expansion and then
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external capital (Managerial et al., 2014). However, what distinguishes this research from previous
research is changing the profitability variable to company growth and using the latest year and
sector changes from the food and beverage sector to LQ45 companies for the period August 2022.
There are differences in the results of these studies and still need further research to obtain
empirical evidence regarding the determining factors that can affect leverage. This study aims to
examine the factors that affect leverage, which are the responsibility of company management,
which includes sources of funds, internal, external, and other factors that affect the leverage of
business units or companies.

Research Methods

This study focuses on LQ45 companies for the period of August 2022; we exclude financial
companies such as banks, insurance companies, and public companies due to their different nature.
All stocks with negative market-to-book ratios are also excluded. The population of this study are
companies included in the LQ 45 category listed on the Indonesia Stock Exchange Consumer
Goods Index from 2019 to 2021 and have published company financial reports, so the population
of this study is 45 companies. This study uses sampling techniques, including target sampling
techniques, with various considerations. Therefore, the selected sample must be representative, it
reflects all the characteristics of the population. Because this research uses a quantitative approach,
each variable requires measurement or proxy.

This study uses descriptive statistics; then classical hypothesis testing includes a normality
test, multicollinearity test, autocorrelation test, and heteroscedasticity test (Ghozali, 2018).
Hypothesis testing is done with the t-test, F-test and coefficient of determination. In addition, the
study used multiple regression analysis with multiple regression equation models (Ghozali, 2018).
as :

LEV =ia +iBrLAST i iB.TEC i- iBs.AGC +ifs. SIZ +iPs.GRO +ie

Description:
LEV = Leverage (Total debt to equity)
o = constant
B = regression coefficient
AST = Asset Structure (Total debt to equity)
TEC = and Technology (Technology)
AGC = Agency Cost (Operation cost to revenue)
Slz = Firm Size (Log-rank of total assets)
GRO = Company Growth
€ = error
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Results and Discussion
Research Results
Table 1. Descriptive Statistics Test Results

N Minimu Maxi Mean Std.
AST 33 076  .803 .44494 .220089
TEC 33 .000 1.792 .23706 400474
AGC 33 027 603 .11358 131314
SIZE 33 10.647 29.710 19.1150 6.102651
GROWTH 33 019 1676 .18006 307757
LEV 33 029 3.772 .83252 .889268

Valid N (listwise) 33

The results of descriptive statistical testing obtained conclusions, namely the asset structure
variable (AST) gets a min value of 0.076, a max value of 0.803 and a mean value of 0.444 and a
std. deviation of 0.220. The innovation and technology variable (TEC) gets a min value of 0.000,
a max value of 1.792 and a mean value of 0.237 and a std. deviation of 0.400. The agency cost
variable (AGC) gets a min value of 0.027, a max value of 0.603 and a mean value of 0.113 and a
std. deviation of 0.131. The company size variable (S1Z) gets a min value of 10,647, a max value
of 29,710 and a mean value of 19,115 and a std. deviation of 6,102. The company growth variable
(GROWTH) gets a min value of 0.019, a max value of 1.676 and a mean value of 0.180 and a std.
deviation of 0.307. The Leverage variable (LEV) gets a min value of 0.029, a max value of 3.772
and a mean value of 0.832 with a std. deviation of 0.889.

Classical Assumption Test
Table 2. Normality Test Results

One-Sample Kolmogorov-Smirnov Test
folol) <££

Unstandardiz
N 30
Mormal Mean 0000000
Std. Daviation 68045362
Most Extreme Absolute 124
Differences Positive .088
Negative -124
Kolmogorov-SEmirnaw 124
Asymp. Sig. (2-tailed) 200

The normality test results obtained a p-value of 0.200 or 0.200 greater than 0.05; it can be
concluded that the assumption required for the regression test must circulate normally so that this
regression model can be continued. From the multicollinearity test, it can be found that all
independent variables used in the study have a VIF number < 10 (or Tolerance> 0.10), the AST
variable with VIF 1.471, the TEC variable with VIF 1.399, the AGC variable with VIF 1.169, the
SIZ variable with VIF 1.226, and the GROWTH variable with VIF 1.175, from this statement it
indicates that the regression model can be continued and there is no multicollinearity problem.
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Table 3. Multicollinearity Test Results

Collinearity Statistics

Model Tolerance VIF
1 (Constant)
AST .680 1471
TEC 715 1.399
AGC .855 1.169
SIZE .816 1.226
GROWTH .851 1.175

a. Dependent Variable: LEV

From multicollinearity testing, it can be found that all independent variables used in the study
have a VIF number < 10 (or Tolerance> 0.10), the AST variable with a VIF of 1.471, the TEC
variable with a VIF of 1.399, the AGC variable with a VIF of 1.169, the SIZ variable with a VIF
of 1.226, and the GROWTH variable with a VIF of 1.175, from this statement it indicates that the
regression model can be continued and there is no multicollinearity problem.

Scatterplot
Dependent Variable: LN_LEV

Regression Studentized Residual

2 El 0 1 2 3

Regression Standardized Predicted Value

Figure 2. Heteroscedasticity Test Results

The results of the heteroscedasticity test above, as shown in the scatter plot, show that the
existing points do not form a certain regular pattern (wavy, widening, then narrowing) and spread
around the number 0 on the y-axis, so this indicates that there is no problem with heteroscedasticity.

Table 4. Autocorrelation Test Results

Model Summary®

Model R R Square Adjusted R Std. Error of Durbin-

1 .9022 .814 763 .72839 1.990
a. Predictors: (Constant), SIZE, AGC, AST, GROWTH, TEC
b. Dependent Variable: LEV
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Based on the autocorrelation test, the lower limit value (dL) known from the Durbin Watson
table for n = 33 and k = 5 at a significant level of 5% is 1.127 (4-dl worth 2.873). The upper limit
value (dU) is 1.812 (4-du worth 2.188), Durbin Watson worth 1.990 is in the du < dw < 4- du area,
meaning that there is no autocorrelation in the regression model, meaning that the test is passed.

Hypothesis Test
Table 5. Simultaneous Test Results (F Test)
ANOVA?
Model Sum of df Mean Square F Sig.
1 Reqression 50.764 5 10.153 18.147 .001°
Residuals 13.427 24 559
Total 64.192 29

a. Dependent Variable: LEV
b. Predictors: (Constant), GROWTH, SIZE, AGC, TEC, AST

The ANOVA or F test results obtained an F count of 18.147 (F table: 2.52), a significant
level of 0.000. Because the F count is higher than the F table and the probability is much lower
than 0.05, it means that Ha is accepted so that AST, TEC, AGC, SIZ, and GROWTH
simultaneously affect LEV.

Table 6. Results of the t-test

Standardized
Coefficients

Model Beta t Sig. Results
! (Constant) 3.681 .001
Hypothesis Accepted and positive
AST .604 5335 .000 effect
TEC 787 7.125 .000 Hypothesis Rejected and positive effect
Hypothesis Accepted and negative
AGC -.354 -3.507  .002 effect
Hypothesis Rejected and negative
SIZE -.285 -2.762  .011 effect
Hypothesis Accepted and positive
GROWTH .055 543 592 effect

a. Dependent Variable: LEV
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Table 7. Coefficient of Determination Test Results (R?)

Model Summary®

Model R R Square Adjusted R Std. Error of Durbin-

1 .9022 814 763 .72839 1.990
a. Predictors: (Constant), SIZE, AGC, AST, GROWTH, TEC

b. Dependent Variable: LEV

Based on the coefficient test (r) which is 0.889. this figure indicates that if there is a
relationship between AST, TEC, AGC, SIZ, GROWTH with LEV, it is stated that it has a close
relationship due to a correlation of> 0.50. While the Adjusted R Square (coefficient of
determination) is 0.747, meaning that the variation in LEV can be described by the AST, TEC,
AGC, SIZ, GROWTH variables is 0.747 or 74.7% while the remaining 25.3% is described by other
factors not explained in this study.

Multiple Regression Test
The regression equation can be seen as follows:
LEV = 4.823 + 1.848.AST + 0.829.TEC - 0.643.AGC - 1.300.SIZ+ 0.102.GROWTH

The constant value in the regression equation of this study has a value of 4.823; it can be
concluded that if the independent variables, namely asset structure, innovation and technology,
agency costs, company size, and company growth, are estimated to be constant 0, then there is an
increase in the variable, namely 4.823. The empirical value of X1 (AST) is 1.848 which means that
if there is a 1% increase in X1, there is a decrease of 1.848 in leverage. The empirical value of X2
(TEC) is 0.829, which means that if there is a 1% increase in X2, there is a decrease of 0.829 in
leverage. The empirical value of X3 (AGC) is -0.643, which means that if there is a 1% increase
in X3, there will be a decrease of -0.643 in leverage. The empirical value of X4 (SIZ) is -1.300,
which means that if there is a 1% increase in X4, there is an increase of -1.300 in leverage. The
empirical value of X5 (GROWTH) is 0.102, which means that if there is a 1% increase in X5, so
there is an increase of 0.102 in leverage.

Discussion
Effect of Asset Structure on Leverage

The t-test results prove that the asset structure variable (AST) significantly affects debt
policy. Therefore, H1, namely asset structure, has a significant positive effect on leverage is
accepted. This means that the business unit or company has sufficient assets to finance the
operations of the company or business unit. When a company wants to apply as a condition of
applying for a loan or debt, the company's asset ownership is very secure. The existence of
collateral can make it easier for a company compared to a company that has no collateral. Asset
structure determines the important role of financing. This study's results align with the research
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studied by Yoo & Wu (2020) and Forte et al. (2013), which says that asset structure affects
leverage.

Effect of Innovation and Technology on Leverage

The t-test results prove that the innovation and technology (TEC) variable significantly
affects leverage. Therefore, H2, namely innovation and technology, negatively influences leverage
and is rejected. Businesses that use innovation and technology in their business activities are not
always carried out by taking on debt but have been budgeted carefully, planned, and directed to
achieve company goals. According to Arifin et al. (2016), this aligns with his research, which states
that innovation and technology significantly positively affect leverage.

The Effect of Agency Costs on Leverage

The t-test results prove that the agency cost variable (AGC) significantly affects debt policy;
therefore, H3, namely agency costs have a negative effect on debt policy, is accepted. Agency costs
in industries or business sectors that have been transparent and practice the principles of Good
Corporate Governance tend to be stable and decrease. Stable agency costs encourage management
to utilize more rational and measured decisions following a healthy debt ratio target. The results of
Santosa and Puspitasari (2019) research show that agency costs negatively influence corporate debt
policy are significant.

Effect of Company Size on Leverage

The t-test results prove that the company size variable (SI1Z) has a negative and significant
effect on leverage; therefore, H4, namely company size has a positive influence on leverage, is
rejected. The size of a business unit or company facilitates activities and is more easily recognized
by the public. The size of the business unit or company makes more debt-financed assets. From
this study, it can be said that manufacturing business units engaged in basic consumer needs are
more likely to carry out debt reduction policies. This research is in line with research conducted by
Yoo and Wu (2019), by concluded that company size has a negative and significant effect on
leverage.

The Effect of Company Growth on Leverage

The t-test results show that the company growth variable (GROWTH) has a negative and
insignificant effect on leverage, so H5 means rejected. This means that leverage does not increase
with company growth. High growth does not necessarily mean the company is growing so much
that financing needs become important. Therefore, companies use other means, such as selling
shares or selling assets, to finance company operations. This statement is supported by Ozakan's
research (2021), which states that company growth has no significant effect on leverage.

When the data is processed, a sample of 11 companies is obtained. Financial report data as
much as 45 company data that have been published on the Indonesia Stock Exchange which
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concludes that the asset structure variable (AST) has a positive influence on leverage, the
innovation and technology variable (TEC) has a positive influence on leverage, the agency cost
variable (AGC) has a negative influence on leverage, the company size variable (SIZ) has a
negative influence on leverage and the growth variable (GROWTH) of the company has a positive
influence on leverage.

This study has a certain level of independence, including many companies that have
innovative technology or intangible assets, so the sample size obtained is only 11 out of 45
companies, and only limited variables, asset structure (AST), innovation and technology (TEC),
agency costs (AGC), company size (SIZ) and company growth (GROWTH), which is
recommended that future research not only examine companies in the LQ45 industry, but also
expand the industrial sector. and add variables outside the study, such as inflation, interest rates,
auditor quality, or investment.

Good management influences the funding decisions of both large business units. For business
units, having a high-value asset structure has the potential to obtain more accessible external
funding, either in the form of debt or new share issuance, because it has more significant asset
collateral, credibility, sustainable business expansion, and high competitiveness. Companies that
add budget for innovation and technology produce more innovative consumer goods that can create
intangible value and brand image for customers, making it easier to achieve company targets.
Therefore, management is expected to continue to innovate and develop technology properly and
plan; in addition, management must also be able to adequately control the company's financial
development to make the right decisions in managing the company's business operations.

Conclusion

Based on the test results, the management implications for LQ45 companies listed on the
IDX are that companies are expected to be able to manage the capital resources used to support
their operational and equity needs. Companies in the LQ45 sector are expected to be able to
maintain their asset structure properly to maintain business continuity. Innovation and
technological development must continue to be carried out so that the company does not lose out
on competition with similar companies. The company must be controlled and more open to be
stable. For already healthy companies, the size of the company is not the main measure of success.
However, the company's size also needs to be considered for its long-term sustainability. The
company's growth must be given more attention because the more it grows, the more it will gain
the trust of internal or external parties, which in turn can increase the company's value.
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