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 Abstract : The capital structure relates to the financing decisions required by the company. The capital 

structure relates to the amount of the portion of the leverage or debt of a company. The need for internal and 

external sources of funds at each stage of the company's life cycle is largely determined by the company's ability 

to obtain cash flow and the level of risk preference. The life cycle of the company in this study uses three stages, 

namely Growth, Mature and Decline.This study aims to examine and analyze the determinants of capital 

structure based on the life cycle of manufacturing companies in Indonesia. Manufacturing companies were 

chosen because they have a large contribution to the National GDP (Gross Domestic Product) and are the 

largest share of issuers on the Indonesia Stock Exchange (IDX) 

This study uses secondary data with an observation period of 2015 to 2019. The population of this study is the 

listed companies on the Indonesia Stock Exchange (IDX). Determination of the sample using purposive 

sampling method in order to obtain 85 samples. Samples are grouped at the stage of the growth, mature and 
decline life cycle companies each year based on the scoring of 4 variable classifications, namely dividend 

payout (DP), sales growth (SG), firm age (AGE), and capital expenditure (CEV). Capital structure is DER and 

the independent variable proxies are Size (Total Asset), Growth (Sales Growth), Profit (ROE), NDTS (Non Debt 

Tax Shield) and Dividend (DPR). 

The results of this study indicate that size has a positive effect on capital structure in the Growth and Mature 

cycles, but size has no positive effect on capital structure in the Decline cycle. The findings on the growth (sales) 

variable show a positive effect on the capital structure in the growth cycle, while growth (sales) has no effect on 

the capital structure in the Mature cycle, but growth (sales) has a negative effect on the capital structure in the 

Decline cycle. The results of this study found that profit has a negative effect on capital structure in the Growth, 

Mature, and Decline cycles. The results of this study indicate that NDTS (Non Debt Tax Shield) and dividends do 

not have a negative effect on capital structure in the Growth, Mature, and Decline cycles. There are findings that 
liquidity has no positive effect on the capital structure in the Growth and Decline cycles, but liquidity has a 

negative effect on the capital structure in the Mature cycle. Overall, it can be concluded that there are 

differences and similarities in variables that affect the capital structure based on the life cycle stages of 

manufacturing companies in Indonesia during the period 2015 to 2019. 
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I. Introduction 
 The capital structure relates to the financing decisions required by the company. The right financing 

decision can maximize firm value (Damodaran 2008: 284). The main goal of the company is to maximize the 

prosperity of the owner. The capital structure relates to the amount of the portion of the leverage or debt of a 

company. A good capital structure will pay attention to a balanced debt composition compared to equity. 
Damodaran (2015: 328) argued that the need for internal and external sources of funds at each stage of the 

company's life cycle is largely determined by the company's ability to obtain cash flow and the level of risk 

preference. In general, at the establishment stage, the company's sources of funds came mostly from the 

company's founders (internal sources of funds) and bank loans. At the expansion stage, the increased need for 

funds is met from venture capital. At the high growth stage, the company becomes a public company (a source 

of external funds). At the maturity stage, the need for external funds begins to decline due to relatively sufficient 

internal sources of funds. In the last stage, the decline stage, the need for external and internal funds has 

drastically decreased. The debt ratio usually peaks when the company is in mature growth. 

 Manufacturing sector companies in general from 2015 to 2019 still have the largest number of issuers 

on the IDX (Indonesia Stock Exchange). There is an interesting phenomenon in manufacturing companies 

experiencing a downward trend in terms of the share of listed companies. In 2015 the share of the number of 
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issuers reached 29%, in 2016 the share of the number of issuers reached 28%, while in the period 2017 to 2019 

it decreased to 27%. In 2019, the decline in the manufacturing sector saw an increase in the share of issuers in 

the sector Infrastructure, Utilities, Transportation to 12% (up 1% compared to 2018) and the share of the number 

of issuers in the Trade, Service, Investment sector to 25% (up 1% compared to 2018). Is this condition an 

indication that the manufacturing sector is experiencing a downward cycle and is being replaced by the 
Infrastructure, Utilities, Transportation and Trade, Service, Investment sectors? 

 Research related to the capital structure and life cycle of companies in the Indonesia Stock Exchange 

has yielded different results. Aulia et al (2018) found that capital structure affects performance during the Start 

up, Growth and Mature stages. Nidar and Rizki (2017) found that the company's life cycle has an effect on 

leverage. Profit, Liquidity, Asset have a negative effect on the Introduction, Growth and Mature stages. Growth 

has a positive effect on the Introduction, Growth and Mature stages. Size and NDTS have no proven negative 

effect. Suyono et al (2017) found that life cycles have an effect on capital structure. Capital structure has a 

positive effect on performance. Pioneer stage and growth stage strengthen the effect of capital structure on 

performance. Mature stage and Decline stage weaken the influence of capital structure on performance. 

Damayanthy (2017) found that Life cycle stage, Profit, Growth, NDTS, Asset have no effect on leverage. 

Liquidity has an effect on leverage. 

  

II. Literature Review 
Capital Structure Theory 

Capital structure theory has been continuously developed since Modigliani and Miller published it in 

1958. As quoted in Brigham et al. (2006), at the time Modigliani and Miller introduced the irrelevance of the 

theory which states that the composition of the company's funding decisions will not have any effect on firm 

value. However, when they did research again in 1963, Modigliani and Miller revised their previous theory by 
saying that firm value can be affected by the capital structure which involves calculating the firm's tax factors 

derived from the use of debt. 

Capital structure is a combination of long-term debt and equity in the financial structure of a company 

(Gitman, 2006: 538). The company's financial structure is reflected on the right side of the balance sheet, which 

consists of current liabilities, long-term debt and stockholder's equity. Meanwhile, the capital structure is part of 

the financial structure that pays more attention to long-term and permanent capital. The condition of an efficient 

mix of long-term debt and equity is known as the optimal capital structure. By optimizing the capital structure, 

the cost of capital will be lower so that the company value will increase. 

According to Elsas and Florsyak (2011), dynamic capital structure theory predicts that corporate 

leverage can systematically deviate from the target, even though the choice of capital structure follows the trade 

off theory. Adjustment costs include transaction costs for issuing securities, and opportunity costs for deviating 

from the target. In a frictionless environment, companies can instantly adjust their capital structure towards the 
target. With the asymmetry of information, transaction costs and other transaction costs or benefits, companies 

cannot fully adjust their actual debt ratio from the previous period to the target debt ratio. 

 

Trade Off Theory (TOT) 

 This theory states that the optimal capital structure can maximize firm value. The debt ratio target or 

target is set by management based on the benefits and costs of using the debt. There are three factors that 

influence the determination of the debt ratio target, namely taxes, financial distress costs and agency costs. The 

trade off theory explains that there is an optimal capital structure that can maximize firm value if the costs and 

benefits derived from additional debt reach a balance. The costs and benefits in question are the cost of debt and 

the benefits of tax savings (Ghazouani, 2013). If the cost of debt is higher than the tax savings received, it will 

result in financial distress that leads to company bankruptcy 

 

Packing Order Theory (POT) 
 Packing Order Theory explained that the company will finance the company's capital first with internal 

funding (retained earnings), debt, then the issuance of shares. Funding based on this theory is based on 

differences in information asymmetry between insiders and outsiders. Companies use funding priorities from the 

lowest cost to the highest cost so that in this theory the company is difficult to be able to determine the optimal 

capital structure (Kewal, 2019) 

 
Firm Life Cycle (Company Life Cycle) 
 Damodaran (2001) which is freely translated by Gumanti (2001) divides five stages of the product life 

cycle associated with funding decisions. The first stage is the Establishment Stage (start up). At this stage, it is 

the initial stage for each new company. Everything that supports the company's operations is new, such as labor, 

premises and other facilities. Usually a newly established company is in the form of an individual company 
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where the capital needs are met by the owner (founder) plus a loan from the bank. The nature of newly 

established companies is their reluctance to rely on loan funds from outside parties because infrastructure 

capabilities are still not possible. 

 The second stage is the expansion stage. At this stage the company already hascustomers and is 

sufficiently capable of positioning its presence in the market. Management is motivated to do development, for 
that it requires a lot of funds. At this stage the need for external funds is very high because the cash inflow is 

relatively small. Initial options usually come from private or individual funds (private equity) and venture 

capital. It is not uncommon for companies to make the decision to become a public company (go public). 

The third stage is the Growth Stage (high growth). The company is entering a transition period to 

become a public company, the choice of funding sources is becoming more open. At this stage, the need for 

external funds is moderate relative to firm value. The trend of cash flow behavior at this stage is still not much 

different from the second stage where the profit earned is still not balanced compared to operating income (sales 

and cash inflows are also not much while investment needs are relatively high). Usually companies that have 

become public companies and are in the growth stage will look for other funding alternatives besides adding to 

the shares offered to the public through the rights issue or equity options mechanism. If the company chooses to 

use a source of debt funds, 

  The fourth stage is the Maturity Stage (mature). Companies that enter this stage have two 
characteristics. The first characteristic is an increase in profit and a rapid cash flow as a reflection of the success 

of past investments. The second characteristic is that the need for funds for investment in new products and 

projects will begin to decline. The company's growth rate will begin to level out. At this stage the need for 

external funds begins to decline and in return, because the company has been able to meet internal funding 

needs, internal funds will be more attractive to be used as an alternative funding. Types of external funding 

requirements began to change. Companies will prefer debt funds, especially from banks or by issuing bonds. 

 Then the last stage in the company’s life cycle is the decline stage. At this stage the main characteristic 

encountered is a steady decline in revenue and profit as a consequence of the company's maturity and the entry 

of new competitors. Although the existing investment is still able to generate cash flow, the amount is relatively 

small. In addition, the company's need for new investment began to decline. At this stage the need for external 

funds drastically decreases because new projects or investments also decline and the amount of internal funds 
available in the company is very large. The company thinks that the sale of shares or bonds is no longer an 

attractive alternative even with excess internal funds the company starts thinking about paying off all its 

obligations or buying back its shares. At this stage it can be said that the company is gradually experiencing 

what is known as self-liquidating 

Company life cycle (Firm Life Cycle) is a company development that is marked by the stages that each 

company goes through. Some researchers use a different approach. Anthony and Ramesh (1992), Etemadi and 

Mougiue (2015), and Cempakasari et al (2019) divide the company's cycle into 3 stages, namely (1) Growth (2) 

Mature (3) Decline. Gup and Aggrawal (1996) determine the company's life cycle using a sales growth 

approach. Gup and Aggrawal (1996) divided the company's life cycle into 4 stages, namely (1) Pioneer (2) 

Growth (4) Mature (4) Decline. Dickinson (2011) divides the company's life cycle, namely: (1) Introduction (2) 

Growth (3) Mature (4) Shake Out (5) Decline. The cash flow approach to dividing the company's cycle by 

Castro et al (2016) is divided into 3 stages, namely: (1) Introduction (2) Growth (3) Decline. Faff et al (2016) 
divides the company's life cycle into 4, namely: (1) Introduction (2) Growth (3) Mature (4) Shake Out / Decline 

 

III. Conceptual Model 
This study will divide the samples into the stages of the company's life cycle, namely Growth, Mature, 

and Decline. This study uses the dependent variable Size (X1), Growth (X2), Profit (X3), NDTS (X4), Dividend 

(X5) and Liquidity (X6) as independent variables while the dependent variable is Capital Structure (Y). 

Independent variables that affect the dependent variable will be observed based on the growth, mature, and 

decline company cycles. The observation is expected to find out whether there are differences or similarities in 

the influence of the independent variables on the dependent variable based on the growth, mature, and decline 
company cycles. 

 

HYPOTHESIS 

The company's capital structure will be different according to the company's life cycle conditions that 

occur. For example, will the factors that influence the growth stage of the company cycle still affect the Decline 

stage? This research uses the model of Anthony and Ramesh (1992), Etemadi and Mougiue (2015), and 

Cempakasari et al (2019) dividing the company's cycle into 3 stages, namely (1) Growth (2) Mature (4) Decline. 

Furthermore, the determinants of the company's capital structure will be tested in more detail according to each 

company's life cycle. 
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a.Size  
Research by Yang et al (2015) and Rani et al (2019) found that size has a significant effect on capital 

structure. Warmana and Widnyana (2016), Nosita (2016) found that size has no significant effect on capital 

structure. Sibuea and Yulianto (2018) and Ritha (2016), Widodo (2019) and Aderajew et al (2019) found that 

size has a significant positive influence on capital structure. Kaloudis and Dimitrious (2019) found that size has 
a significant negative effect on capital structure. Tian et al (2015) found that size has a significant effect on the 

capital structure in the firm life cycle transition. Castro et al (2016) found that size has a positive effect on 

capital structure at the growth and maturity stages. Nidar and Rizki (2017) found that size does not have a 

negative effect on capital structure at the company life cycle stage. Fuady et al (2019) found a negative size for 

the debt target. Based on this description, there are still inconsistencies in the research results so that the 

researchers formulate the following hypothesis: 

H1: Size has a positive effect on the capital structure at the Growth cycle stage 

H2: Size has a positive effect on the capital structure at the Mature cycle stage 

H3: Size has a positive effect on the capital structure at the Decline cycle stage 

 

b.Growth 

Research by Khairani (2015), Yang et al (2015), Warmana and Widnyana (2016), Cempakasari et al 
(2019), Kaloudis and Dimitrious (2019) and Rani et al (2019), found that growth has a significant effect on 

capital structure.  Sibuea and Yulianto (2018), Widodo (2019) and Aderajew et al (2019) found that growth has a 

significant negative effect on capital structure. Damayanthy (2017) and Nosita (2016) found that growth has no 

effect on leverage. Tian et al (2015) found that growth has a significant effect on capital structure  on a life cycle 

transition. Castro et al (2016) found that growth affects the capital structure at the growth and maturity stages. 

Nidar and Rizki (2017) found that growth has a positive effect on capital structure at the Introduction, Growth 

and Mature stages. Based on this description, there are still inconsistencies in the research results so that the 

researchers formulate the following hypothesis: 

H4: Growth has a positive effect on the capital structure at the Growth cycle stage 

H5: Growth has a positive effect on the capital structure at the Mature  cycle stage 

H6: Growth has a positive effect on the capital structure at the Decline cycle stage 

 

c. Profit 

 Research by Yang et al (2015), Wadelmi (2016), Damayanthy (2017), Basheer (2018) found that profit 

is not significant in capital structure. Cempakasari et al (2019), Warmana and Widnyana (2016), Kaloudis and 

Dimitrious (2019), and Rani et al (2019) found that profit has a significant effect on capital structure. Dewi and 

Ramli (2016), Widodo (2019),and  Aderajew et al (2019) found that profit has a significant negative effect on 

capital structure. Nosita (2016) and Fuady et al (2019) found that profit has a significant positive effect on 

capital structure. Castro et al (2016) found that profit has a negative effect on capital structure in each life cycle. 

Nidar and Rizki (2017) found that profit has a negative effect on capital structure at the Introduction, Growth 

and Mature stages. Based on this description, there are still inconsistencies in the research results so that the 

researchers formulate the following hypothesis: 

H7: Profit has a negative  effect on the capital structure at the Growth cycle stage 
H8: Profit has a negative effect on the capital structure at the Growth cycle stage 

H9: Profit has a negative effect on the capital structure at the Decline cycle stage 

 

d. NDTS (Non Debt Tax Shield)  

 Research by Yang et al (2015) and Kaloudis and Dimitrious (2019) found that NDTS (Non Debt Tax 

Shield) has a significant effect on capital structure. Damayanthy (2017) and Rani et al (2019) found that NDTS 

had no significant effect on capital structure. Nidar and Rizki (2017) state that NDTS has a negative effect on 

the capital structure is not proven. Fuady et al (2019) found negative NDTS to debt targets. Based on this 

description, there are still inconsistencies in the results of the research so that the researcher formulates the 

following hypothesis: 

H10: NDTS has a negative effect on the capital structure at the Growth cycle stage 
H11: NDTS has a negative effect on the capital structure at the Mature cycle stage 

H12: NDTS has a negative effect on the capital structure at the Decline cycle stage 

  

e. Dividend 

 Research by Yang et al (2015), Kaloudis and Dimitrious (2019) found that dividends have a significant 

effect on capital structure. Wadelmi (2016), Dewi and Ramli (2016), Basheer (2018) found that dividends have 

no significant effect on capital structure. Based on this description, there are still inconsistencies in the results of 

the research so that the researcher formulates the following hypothesis: 

H13: Dividend has a negative effect on the capital structure at the Growth cycle stage 
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H14: Dividend has a negative effect on the capital structure at the Mature cycle stage 

H15: Dividend has a negative effect on the capital structure at the Decline cycle stage 

  

f. Liquidity 

 Research by Warmana and Widnyana (2016), Damayanthy (2017), Kaloudis and Dimitrious (2019), 
Rani et al (2019) found that liquidity has a significant effect on capital structure. Fuady et al (2019) found that 

liquidity has a positive effect on capital structure. Cempakasari et al (2019) found that the Decline Cycle has a 

significant effect on capital structure. Nidar and Rizki (2017) found that liquidity has a negative effect on capital 

structure at the Introduction, Growth and Mature stages. Based on this description, there are still inconsistencies 

in the results of the research so that the researcher formulates the following hypothesis: 

H16: Liquidity has a positive effect on the capital structure at the Growth cycle stage 

H17: Liquidity has a positive effect on the capital structure at the Mature cycle stage 

H18: Liquidity has a positive effect on the capital structure at the Decline cycle stage 

 

IV. Methodology 
This research was designed with a positivist paradigm of quantitative methods. The positivist paradigm 

is to consider the social reality that occurs as something that is empirical and can be actually observed and can 

be proven scientifically. The type of research used in this research is explanatory research type. Singarimbun 

and Effendi (2006: 4) explain explanatory research, which is research used to explain the causal relationship 

between variables through hypothesis testing which is formulated or often referred to as explanatory research. 

The research object used in this research is the audited annual financial statements of manufacturing 

companies listed on the Indonesia Stock Exchange (BEI) for the 2015-2019 period. The population of 

manufacturing companies listed on the IDX is 144 companies. The sample selection method used purposive 

sampling, in order to obtain 85 companies that meet the criteria for a predetermined research sample. 

Division of samples into life cycles according to method division of the company's life cycle refers to 

Anthony and Ramesh (1992), Etemadi and Mougiue (2015), and Cempakasari et al (2019) which divides the 
company's cycle into 3 stages, namely (1) Growth (2) Mature (3) Decline which is carried out based on 

classification indicators, namely dividend payout (DP), sales growth (SG), firm age (AGE), and capital 

expenditure (CEV). 

During the 5 years of observation, there is a possibility that a sample company is at the same cycle 

stage or is in a different cycle stage depending on the score and comparison with other samples. The data is 

processed based on each sample year from 2015 to 2019. Then each year the sample is divided into growth, 

Mature or Decline company life cycle classifications. Sample Classification Based on Company Life Cycle 

shows 85 manufacturing companieson the Indonesia Stock Exchange in the period 2015 to 2019 shows 38 

samples or 9% of companies are in the Growth cycle stage, 330 samples or 78% of companies are in the Mature 

cycle stage and 58 or 13% of the sample companies are in the Decline cycle stage.  

 

V. Data and Result 
a. Size 

The results of multiple linear regression analysis on the t test in the Growth cycle indicate that size 

partially positive effect on capital structure. The level of significance is 0.036 and t is equal to 2,188 the 

meaning is higher size then the capital structure will experience an increase. The results of this study are in 

accordance with Sibuea and Yulianto (2018) and Ritha (2016), Widodo (2019) and Aderajew et al (2019) which 

found that the size is significantly positive on the capital structure. There are studies that only find significant, 

such as that conducted by Yang et al (2015) and Rani et al (2019) found that size has a significant effect on 

capital structure. This study is different from Kaloudis and Dimitrious (2019) which found a significant negative 
size on capital structure. This research is in line with the research on capital structure according to the 

company's life cycle by Castro et al (2016) which found that size has a positive effect on the growth and 

maturity stages. 

The results of multiple linear regression analysis on the t test in the Mature cycle show that size 

partially positive effect on capital structure. The level of significance is 0.019, which means that it is higher size 

then the capital structure will experience an increase. The results of this study are in accordance with Sibuea and 

Yulianto (2018) and Ritha (2016), Widodo (2019) and Aderajew et al (2019) which found that the size is 

significantly positive on the capital structure. Castro et al (2016) found that size has a positive effect on the 

growth and maturity stages. This research is in line with previous research conducted by Yang et al (2015) and 

Rani et al (2019) which found that size has a significant effect on capital structure at the level of significance. 

This research is somewhat different from Kaloudis and Dimitrious (2019) which found a significant negative 

size for capital structure. 
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 The results of multiple linear regression analysis on the t test in the cycle Decline show that size does 

not have a partially positive effect on capital structure. The significance level is 0.832, which means that it is 

higher size then the capital structure does not change. This research is in line with previous research conducted 

by Warmana and Widnyana (2016) and Nosita (2016) which found that size does not have a significant effect on 

capital structure. Research by Nidar and Rizki (2017) also found that size does not have a negative effect on the 
company life cycle stage. 

 When the cycle of manufacturing companies is in Growth and Mature conditions, usually the size 

condition in the form of Total Assets is experiencing an increase. Large assets will certainly make it easier to 

increase debt because it has collateral. Size has a positive influence on the cycle of manufacturing companies in 

Growth and Mature conditions. Manufacturing companies in the Growth and Mature cycles take an approach 

the principle of the Trade off Theory (TOT). The factors that influence the targeting of the debt ratio are taxes, 

financial distress costs and agency costs. By increasing the amount of debt during the Growth and Mature 

cycles, the company will benefit in the form of a potential tax reduction because there are payments in the form 

of interest from debt. 

 During the manufacturing company cycle Decline, the Size variable has no positive effect on capital 

structure. During the Decline cycle, manufacturing companies will find it difficult to convince creditors. Invoice 

companies tend to follow this approach principle Packing Order Theory (POT) that the company will finance 
the company's funding needs first with internal funding (retained earnings), debt, then the issuance of shares. In 

the Decline condition, the funding needs of manufacturing companies prioritize internal sources of funds 

compared to debt from external parties. 

 

b. Growth 
The results of multiple linear regression analysis on the t test in the Growth cycle show that growth has 

a partially positive effect on capital structure. The level of significance is 0.040 which means the higher the 

growth then the capital structure will experience a decline. This research is in line with Khairani (2015), Yang et 

al (2015), Warmana and Widnyana (2016), Cempakasari et al (2019), Kaloudis and Dimitrious (2019), Rani et al 

(2019), which found that growth was significant in capital structure. This research is in line with the research on 

capital structure according to the company's life cycle by Castro et al. (2016), growth has an effect on the 
growth and maturity stages. This research is different from previous research conducted by Sibuea and Yulianto 

(2018), Widodo (2019) and Aderajew et al (2019) which found that growth has a significant negative effect on 

capital structure. 

The results of multiple linear regression analysis on the t test in the Mature cycle show that growth 

does not have a partial positive effect on the capital structure. The level of significance is 0.473, which means 

the higher the growth  then the capital structure does not change. This research is in line with previous research 

conducted by Damayanthy (2017) and Nosita (2016) which found that growth has no significant effect on 

capital structure. This study is different from the results of the research on capital structure according to the 

company's life cycle by Castro et al. (2016) that growth has an effect on the growth and maturity stages. 

The results of multiple linear regression analysis on the t test in the Decline cycle show that growth has 

a partial negative effect on capital structure. The level of significance is 0.015 which means the higher the 

growth then the capital structure will experience a decline. This research is in line with previous research 
conducted by Khairani (2015), Yang et al (2015), Warmana and Widnyana (2016), Cempakasari et al (2019), 

Kaloudis and Dimitrious (2019), Rani et al (2019), found that growth has a significant effect on capital 

structure.  

 During the company manufacturing cycle Growth, It was found that the growth variable had a positive 

effect on total debt. The condition of manufacturing companies at the time of growth will require funds to 

support sales growth. Companies tend to use outside funding in accordance with the principles of Trade off 

Theory (TOT) that the optimal capital structure is achieved when there is a balance between benefits and 

sacrifices arising from the use of debt. The cash flow from sales is expected to cover loan interest payments and 

is expected to get a bigger result than the debt value at the time of Growth manufacturing company conditions. 

 During the manufacturing company cycle Mature, It was found that the growth variable had no positive 

effect on increasing debt. Manufacturing companies tend to follow principles Packing Order Theory (POT) 
explains that the company will finance the company's capital first with internal funding (retained earnings), 

debt, then issuance of shares. The cycle of Mature companies with an increasing sales position will result in 

manufacturing companies having excess cash flow. Manufacturing companies tend to use excess internal cash 

flow as a source of funding rather than debt. 

 During the company manufacturing cycle Decline,  A new fact was found that the growth variable has 

a negative effect on the amount of debt. This finding is different from the initial hypothesis that growth will 

have a positive effect on total debt. Manufacturing companies in the Decline cycle, despite growing sales 

conditions, will certainly find it difficult to convince creditors. The greater the growth, there is a tendency for 

the company to reduce debt and use funding sources from the increase in sales according to principle Packing 
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Order Theory (POT) explains that the company will finance the company's capital first with internal funding 

(retained earnings), debt, then the issuance of shares. 

 

c. Profit 
The results of multiple linear regression analysis on the t test in the Growth cycle indicate that profit It 

has a partially negative effect on the capital structure. The significance level is 0.000, which means that it is 

higher profit then the capital structure will experience a decline. This study is in accordance with the research 

results of Dewi and Ramli (2016), Widodo (2019), Aderajew et al (2019) which found that profit has a 

significant negative effect on capital structure. This research is in line with previous research conducted by 

Cempakasari et al (2019), Warmana and Widnyana (2016), Kaloudis and Dimitrious (2019), Rani et al (2019) 

found that profit has a significant effect on the capital structure. This study is different from the results of Nosita 

(2016) and Fuady et al (2019) which found that profit has a significant positive effect on capital structure. So in 

this research it can be concluded that profit has a partial negative effect on the capital structure in the Growth 

cycle. 

The results of multiple linear regression analysis on the t test in the Mature cycle show that profit 

partially negative effect on capital structure. The level of significance is 0.000, meaning that it is higher profit 

then the capital structure will experience a decline. This study is in accordance with the research results of Dewi 
and Ramli (2016), Widodo (2019), Aderajew et al (2019) which found that profit has a significant negative 

effect on capital structure. This research is in line with previous research conducted by Cempakasari et al 

(2019), Warmana and Widnyana (2016), Kaloudis and Dimitrious (2019), Rani et al (2019) found that profit has 

a significant effect on the capital structure. This study is different from the results of Nosita (2016) and Fuady et 

al (2019) which found that profit has a significant positive effect on capital structure. So it can be concluded that 

profit take effect partially negative on the capital structure in the Mature cycle. 

The results of multiple linear regression analysis on the t test in the Decline cycle show that profit It 

has a partially negative effect on the capital structure. The level of significance is 0.000, which means that it is 

higher profit then the capital structure will experience a decline. This study is in accordance with the research 

results of Dewi and Ramli (2016), Widodo (2019), Aderajew et al (2019) which found that profit has a 

significant negative effect on capital structure. This research is in line with previous research conducted by 
Cempakasari et al (2019), Warmana and Widnyana (2016), Kaloudis and Dimitrious (2019), Rani et al (2019) 

found thatprofithas a significant effect on the capital structure. This study is different from the results of Nosita 

(2016) and Fuady et al (2019) which found that profit has a significant positive effect on capital structure. So it 

can be concluded in this study that profit take effect partially negative on the capital structure in the Decline 

cycle 

 When the manufacturing company experiences a profit in the cycle Growth, Mature or Decline, 

manufacturing companies have many alternative sources of funding.It is easier for manufacturing companies to 

increase debt as long as the benefits obtained are greater than the costs incurred. Approach the principle of the 

Trade off Theory (TOT) states that the optimal capital structure is achieved when there is a balance between 

benefits and sacrifices arising from the use of debt, which can be done at a time when profit conditions occur in 

any company's life cycle. This research shows that in the condition of profit, funding by increasing debt is an 

option because interest costs are still considered lower than the benefits obtained. 
 When the condition of a manufacturing company has a profit in the Growth, Mature or Decline life 

cycle, the manufacturing company does not use the Packing Order Theory (POT) principle approach which 

explains that the company will finance the company's capital first with internal funding (retained earnings), 

debt, then issuance of shares. Manufacturing companies do not first use internal funds on profit conditions but 

from this study there is a tendency for manufacturing companies to increase debt from external parties. 

 

d. NDTS (Non Debt Tax Shield) 
The results of multiple linear regression analysis on the t test in the Growth cycle indicate that 

NDTSdoes not have a partial negative effect on the capital structure. The level of significance is 0.302, meaning 

that it is higher NDTS then the capital structure does not change. This research is in line with previous research 

conducted by Damayanthy (2017), Rani et al (2019), and Nidar and Rizki (2017). NTDS does not have a 
significant effect on the capital structure. There are different findings from research by Yang et al (2015) and 

Kaloudis and Dimitrious (2019) which found that NDTS (Non Debt Tax Shield) has a significant effect on 

capital structure. So in this study it can be concluded that NDTS does not have a negative effect on the capital 

structure in the Growth cycle. 

The results of multiple linear regression analysis on the t test in the Mature cycle show that NDTS 

partially negative effect on capital structure. The level of significance is 0.391, meaning that it is higher NDTS 

then the capital structure does not change This research is in line with previous research conducted by 

Damayanthy (2017), Rani  et al (2019), and Nidar and Rizki (2017) found that NDTS does not have a significant 
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effect on the capital structure. So it can be concluded in this study thatNDTS does not have a negative effect on 

the capital structure in the Mature cycle.  

The results of multiple linear regression analysis on the t test in the Decline cycle show that NDTS 

does not have a negative effect on the capital structure. The level of significance is 0.604, which means that it is 

higher NDTS then the capital structure does not change. This research is in line with previous research 
conducted by Damayanthy (2017), Rani et al (2019), and Nidar and Rizki (2017).NDTS is not has a significant 

effect on the capital structure. So it can be concluded in this study thatNDTS does not have a negative effect on 

the capital structure in the Decline cycle. 

 In the manufacturing company cycle Growth, Mature and Decline found that NDTS had no negative 

effect on total debt. NDTS usually comes from the depreciation value of the company's assets. The depreciation 

value will be a profit deduction factor and will eventually reduce the tax value paid by the company. It is 

possible for a manufacturing company to use equipment with a small depreciation value so that it does not 

significantly reduce the value of the tax paid by the company. 

 

d. Dividend 

The results of multiple linear regression analysis on the t test in the Growth cycle indicate that dividend 

has no positive effect on capital structure. The level of significance is 0.986, which means that it is higher 
dividend then the capital structure does not change. This research is in line with previous research conducted by 

Wadelmi (2016), Dewi and Ramli (2016), and  Basheer (2018) found that dividend does not have a significant 

effect on the capital structure. This study is different from the results obtained by Yang et al (2015), Kaloudis 

and Dimitrious (2019) found that dividend  have a significant effect on capital structure. So it can be concluded 

in this study that dividend does not have a positive effect on capital structure in the Growth cycle. 

The results of multiple linear regression analysis on the t test in the Mature cycle show that dividend 

are not negatively affects the capital structure. The level of significance is 0.517, meaning that it is higher 

dividend then the capital structure does not change. This research is in line with previous research conducted by 

Wadelmi (2016), Dewi and Ramli (2016), and Basheer (2018) found that  dividend does not have a significant 

effect on the capital structure. This study is different from the results obtained by Yang et al (2015) and  , 

Kaloudis and Dimitrious (2019) found that dividend have a significant effect on capital structure.So it can be 
concluded that in this study that dividend does not have a negative effect on the capital structure in the Mature 

cycle. 

The results of multiple linear regression analysis on the t test in the Decline cycle show that dividend 

are not partially negative effect on capital structure. The level of significance is 0.843, meaning that it is higher 

dividend then the capital structure does not change. This research is in line with previous research conducted by 

Wadelmi (2016), Dewi and Ramli (2016), Basheer (2018) found that  dividend does not have a significant effect 

on the capital structure. This study is different from the results obtained by Yang et al (2015), Kaloudis and 

Dimitrious (2019) which found that dividends have a significant effect on capital structure. So it can be 

concluded in this study that dividend does not have a negative effect on the capital structure in the Decline 

cycle. 

 Dividend distribution in the conditions of the manufacturing company cycle Growth, Mature and 

Decline has no negative effect on the capital structure. Dividend distribution will cause the company's cash flow 
to decrease so that it will increase the amount of debt that is not proven in this study. Manufacturing companies 

during the Growth and Decline cycles may pay dividend in small amounts or do not distribute dividend at all so 

that they do not result in an increase in the amount of debt. There is also a possibility that the dividend 

distribution of a manufacturing company will only be made when the company is experiencing a very large 

profit during the Mature cycle. Manufacturing companies are still able to meet their needs through internal 

funding according to the principle of Packing Order Theory (POT) which explains that the company will finance 

the company's capital first with internal funding (retained earnings), debt, then issuance of shares. 

 

e. Liquidity 
The results of multiple linear regression analysis on the t test in the Growth cycle indicate that liquidity 

does not have a negative effect on the capital structure. The level of significance is 0.829, which means that it is 
higher liquidity then the capital structure does not change. This study is not in line with previous research 

conducted by Warmana and Widnyana (2016), Damayanthy (2017), Kaloudis and Dimitrious (2019) and Rani et 

al (2019) who found that liquidity has a significant effect on the capital structure.  

The results of multiple linear regression analysis on the t test in the Mature cycle show that liquidity 

negatively affects the capital structure. The level of significance is 0.000, meaning that it is higher liquidity then 

the capital structure has decreased. This research is in line with previous research conducted by Warmana and 

Widnyana (2016), Damayanthy (2017), Kaloudis and Dimitrious (2019) and Rani et al (2019) found thatli 

quidity does not have a significant effect on the capital structure  
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The results of multiple linear regression analysis on the t test in the Decline cycle show that liquidity 

does not have a partial negative effect on the capital structure. The level of significance is 0.362, meaning that it 

is higher liquidity then the capital structure does not change.This study is not in line with previous research 

conducted by Warmana and Widnyana (2016), Damayanthy (2017), Kaloudis and Dimitrious (2019) and Rani et 

al (2019) found that liquidity has a significant effect on the capital structure 
 On the company cycle Growth and Decline, the liquidity variable has no positive effect on the 

expansion of the amount of debt. The condition of the company at the time of Growth and Mature can be said to 

be unstable so that it is difficult to get the trust of creditors. This is in accordance with the principle of Trade off 

Theory (TOT) that the optimal capital structure is achieved when there is a balance between benefits and 

sacrifices arising from the use of debt.  

 In the manufacturing company cycle Mature, The liquidity variable has a negative effect on the amount 

of debt in the results of this research. This is somewhat different from the initial hypothesis which suspects 

liquidity has a positive effect on total debt. The findings of this study are close to the principle Packing Order 

Theory (POT), which explains that the company will finance the company's capital first with internal funding 

(retained earnings), debt, then the issuance of shares. Manufacturing companies in the Mature cycle, which have 

liquidity, tend to use internal funds rather than debt. The greater the liquidity, the smaller the amount of debt. 

 

VI. Conclusion 
Based on the descriptions that have been disclosed in the previous discussion, several conclusions can 

be drawn in response to the main problems raised by this study, as follows: 

1. The results of multiple regression testing on the Growth and Mature cycles indicate that size has a positive 

effect on the capital structure while the Decline cycle shows that size has no positive effect on capital 

structure 

2. The results of multiple regression testing in the Growth cycle show that growth shows a positive effect on 

capital structure, while in the Mature cycle it shows that growth has no effect on capital structure and in the 

Decline cycle shows that growth has a negative effect on capital structure. 

3. The results of multiple regression testing on the Growth, Mature, and Decline cycles indicate that profit 

negatively affects the capital structure.  

4. The results of multiple regression testing on the Growth, Mature, and Decline cycles indicate that NDTS 
does not have a negative effect on the capital structure. 

5. The results of multiple regression testing on the Growth, Mature, and Decline cycles indicate that dividend 

does not have a negative effect on the capital structure. 

6. The results of multiple regression testing in the Growth and Decline cycles show that liquidity has no 
positive effect on capital structure, while in the Mature cycle it shows that liquidity has a negative effect on 

capital structure. 
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