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Abstract:- The purpose of this research is to analyze the 

factors that affected the Debt Policy on Company 

Financial Statements registered on the Indonesia Stock 

Exchange (IDX). The Independent variable in this 

research is Profitability, Growth of the Company, Firm 

Size and Free Cash Flow. Meanwhile, the dependent 

variable is Debt Policy. Populations in this research are 

companies subsector Food and Beverages registered on 

the Indonesia Stock Exchange (IDX) from 2013-2017. 

The sampling technique is done with purposive 

sampling method. Samples in this research are 11 

companies and total samples in this research are 55 

financial statements. This research uses multiple 

regression analysis. The result shows that Profitability, 

Growth of the Company and Firm Size have significant 

effect towards Debt Policy meanwhile FCF has no effect 

on Debt Policy. 
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I. INTRODUCTION 

 

The main objective of the company is to increase the 

value of the company through increasing the prosperity of 

the owners or shareholders (Sartono in Asrida, 2015: 276). 

In general, shareholders give confidence to professionals to 

manage and run the company. In managing the company, 

the manager as a professional who is trusted by 
shareholders, requires funds to meet the needs of the 

company, both for operational activities and for company 

expansion. So companies need capital that is not small. 

Capital needs can be met from various sources and in 

various forms. In this context, capital can be classified into 

two types, namely debt and own capital. More specifically, 

the source of company funds can come from internal and 

external companies. Sources of internal funds can be 

obtained from retained earnings that come from the 

company's operational activities, while external sources of 

funds come from owners who are components of their own 

capital and funds that come from creditors which constitute 

loan or debt capital. In financial management, the 

proportion between the amount of funds from inside and 

outside is referred to as a funding structure or capital 

structure. Capital structure is permanent expenditure which 
reflects the balance between long-term debt and equity 

(Hayuningthias et. Al, 2017: 1032). Profitability (ROA) is 

the final result of all financial policies and operational 

decisions. This ratio measures the overall management 

effectiveness shown by the size of the level of profits 

obtained in relation to sales and investment. The better the 

profitability ratio (ROA), the better this ratio illustrates the 

ability of high profitability of the company (Fitriana and 

Suzan, 2018: 80). Company Growth (GROWTH) can be 

defined as an increase that occurs in the company. The 

rapid growth rate identifies that the company is expanding. 

Brigham and Houston in Mulyati, stated that companies 
that have high growth rates tend to require funding from 

greater external sources. To that end, the company uses 

various ways to meet the needs of these funds including 

using debt (Mulyati, 2016: 816). According to Brigham and 

Houston in Affandi, Free Cash Flow (FCF) is cash flow 

available to be distributed to all investors or shareholders 

and debt holders after the company places all of its 

investments in fixed assets and working capital needed to 

maintain ongoing operations (Affandi , 2015: 22). 

Company Size (SIZE). According to Brigham Houston in 

Pradhana (Pradhana et. Al, 2014: 4), Company Size (SIZE) 
is the average of total net sales for the year in question for 

several years. In this case, sales are greater than variable 

costs and fixed costs, then the amount of income before tax 

will be obtained. Conversely, if sales are smaller than 

variable costs and fixed costs, the company will suffer 

losses. Company size (SIZE) can be determined from: first, 

the total assets of the company. Second, the number of 

employees. Third, sales turnover. The four variables that 

have been mentioned will be considered in determining the 

Debt Policy (DER). 
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II. LITERATURE REVIEW 

 
 Capital Structure  

Capital structure is a permanent expenditure which 

reflects the balance between long-term debt and equity 

capital. sources of bank capital, namely: (1) funds sourced 

from the bank itself consisting of capital deposits from 

shareholders of bank reserves, and profits not yet shared. 

(2) funds originating from the wider community, consisting 

of current accounts, savings deposits and time deposits. (3) 

funds sourced from other institutions, consisting of 

liquidity credit from Bank Indonesia, interbank loans, loans 

from foreign banks, and Money Market Securities.   

 
In this study, researchers used the proxy Debt to 

Equity Ratio (DER) as a determination of the company's 

capital structure because DER reflects the magnitude of the 

proportion between total liabilities (total debt) and total 

own capital. DER ratio describes how much the company 

uses funding through debt and how much the company's 

ability to meet its obligations (Kasmir, 2012: 158). The 

formula for calculating DER is as follows: 

 

 

 Profitability (ROA) 
According to Fahmi (2013: 135) Profitability (ROA) 

is a measure of overall management effectiveness aimed at 

the size of the level of profits obtained in relation to sales 

and investment ". The better the profitability ratio (ROA), 

the better the ability to describe the high profitability of the 

company. In this study the authors will calculate the level 

of profitability (ROA) by using the Return on Assets 

(ROA) benchmark. According to Kasmir (2013: 201) 

understanding ROA is a ratio that shows the results (return) 

on the amount of assets used in the company. In addition, 

ROA provides a better measure of profitability (ROA) of 

the company because it shows the effectiveness of 
management in using assets to obtain income. 

 

Advantages of Return on Assets (ROA) according to 

Munawir (2010: 91), namely: 

 As one of its principal uses is its overall nature. If the 

company has implemented good accounting practices, 

management using ROA analysis techniques can 

measure the efficiency of working capital use, 

production efficiency and sales department efficiency. 

 If a company can have industrial data so that industry 

ratios can be obtained, then the ROA analysis can be 
compared to the efficiency of capital use in the 

company with other similar companies, so it can be seen 

whether the company is below, the same or above the 

average. Thus it will be known where the weaknesses 

and what is already strong in the company compared to 

other similar companies. 

 This analysis can also be used to measure the efficiency 

of the actions taken by the division / section, namely by 

allocating all costs and capital to the relevant section. 

 This analysis can also be used to measure the 

profitability (ROA) of each product produced by the 
company. By using a good product cost system, capital 

and costs can be allocated to various products produced 

by the company concerned, so that the profitability 

(ROA) of each product can be calculated. 

 ROA is not only useful for control purposes, it is also 

useful for planning purposes. For example ROA can be 

used as a basis for decision making if the company will 

expand. 

 

While the weaknesses of Return On Assets (ROA) 

according to Munawir (2010: 92) are as follows: 

 The difficulty in comparing the rate of return of a 

company with other similar companies given that 

sometimes the accounting practices used by each 

company are different. The difference in the method of 
valuing various assets between one company with 

another company, the comparison will be able to give a 

wrong picture. 

 Another weakness of this analysis technique is that 

there is a fluctuation in the value of money (purchasing 

power). A certain machine or equipment purchased in a 

situation of inflation value is different from equipment 

purchased when there is no inflation, and this will affect 

the calculation of investment turnover and profit margin. 

 

Using the analysis of rate of return or return on 

investment alone cannot be used to make comparisons 

between two or more companies by getting satisfying 

conclusions. 

 

 Free Cash Flow (FCF) 

According to Damodaran in Ade, Free Cash Flow 
(FCF) illustrates that cash flow originates from operations 

and its use is under the control of the company's 

management. Managers use free cash to finance projects 

and pay dividends to shareholders, or hold it as a cash 

balance (Ade Dina et. Al, 2014: 3). According to Guinan in 

Deni and Ruzkina, Free Cash Flow (FCF) is a cash flow 

that describes some of the cash that can be generated by the 

company after spending some money to maintain and 

develop its assets (Deni Akbar and Ruzkina, 2017: 5). 

 

Free Cash Flow (FCF) states that when companies 

need funds, old shareholders prefer to issue new debt rather 
than issuing new equity, because interest payments will 

force managers to act in the interests of shareholders. In 

fixed debt repayments, misappropriation of investors' 

money is at risk of defaulting on debts which causes debt 

bankruptcy. A company's Free Cash Flow (FCF) can be 

measured by the company's operating cash flow minus the 

taxes and interest costs that are a company's obligation and 

also paying dividends to common and preferred 

shareholders and divided by net sales, which are formulated 

as follows: 

 

Free Cash Flow = Operating Cash Flow – Taxes – Interest 
Expenses – Deviden 

Net Sales 

 

 

Debt To Equity Ratio (DER)  =   Total Liabilities  

                                                       Total Equity 
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 Company Growth (GROWTH) 

According to Brigham and Houston in Maryanti, 
companies that have faster growth must rely more on 

external capital (Maryanti, 2016: 145). According to Zaipul 

in Suryani, growth is a company asset where assets are 

assets that are used for the company's operational activities. 

The faster the company's growth (GROWTH) in generating 

profits, the greater the expenditure needed to finance the 

company's growth (GROWTH), so it must limit dividends 

in order to save funds in the company for investment 

(Suryani, 2015: 29). Measuring growth (GROWTH) of the 

company can be measured by comparing the total assets of 

the year concerned (t-year) minus the total number of the 

previous year (t-1 year) then divided by the total number of 
the previous year (t-1 year) (Titman and Wassels, 1988). 

Following is the scheme description: 

 

GROWTH = Total Assets n – Total Aset n-1 

Total Aset n-1 

 

 Company Size (SIZE) 

Company size (SIZE) represents the small size of a 

company shown in total activity, sales volume, average 

sales (Riyanto, 2011: 305). Company size (SIZE) is the size 

or size of a company that can be seen by the size of the 

activity owned by the company (Wimelda and Marlinah, 

2013). Company size (SIZE) is the sum of the production 

capacity of the company and the provision of services that 

the company can provide to the customer. The size of a 

company is a key factor in determining the profitability 

(ROA) of a company (Niresh and Velnampy, 2014). Larger 
companies (SIZE) are expected to have the opportunity to 

attract larger Debt compared to smaller companies. Larger 

companies tend to have a more diversified market portfolio. 

Therefore, it is less likely to lead to bankruptcy. To 

calculate company size (SIZE) using the natural logarithm 

of total assets. 

 

SIZE = Ln Total Assets 

 

III. THEORETICAL FRAMEWORK 
 

The formation of a thinking framework aims to 

answer and solve the research question, which is to 

formulate a hypothesis that is a temporary hypothesis. In 

formulating a set of theories that will be presented in the 

framework of thinking in order to formulate a hypothesis, 

one must first define the research variables (Sugiyono, 
2010), and then test the statistics on those variables. From 

the results of the statistical test it will be known whether 

this research supports previous empirical theories and 

studies. The variables in this study consisted of two 

variables, the dependent variable and the independent 

variable. The dependent variable is the Debt Policy (DER), 

while the independent variables are Profitability (ROA), 

Free Cash Flow (FCF), Company Growth (GROWTH) and 

Company Size (SIZE) as factors that influence the Debt 

policy. Based on the theoretical basis, research objectives, 

and the results of previous studies and the problems that 
have been raised, then in formulating the following 

hypothesis a framework of thought is presented in the 

research model in the figure1.  
 

 
Fig 1:- Theoritical Framework 

 

H1: There is an effect of the variable Profitability (ROA) 

on Debt Policy (DER) 

H2: There is an effect of the Free Cash Flow (FCF) variable 

on Debt Policy (DER) 

H3: There is an influence of the Company Growth variable 

(GROWTH) on Debt Policy (DER) 

H4: There is a partial effect of the Company Size variable 

(SIZE) on the Debt Policy (DER). 

 
A. Sample And Population 

The population in this study were all food and 

beverage subsector companies listed on the Indonesia Stock 

Exchange (IDX) during the period 2013 to 2017. The total 

population in this study were 11 food and beverage 

subsector companies. company sample selection during the 

study period based on certain criteria. From these criteria, 

in this study the samples used were 11 samples of food and 

beverage subsector companies listed on the IDX 

 

B. Data Collection Methods 
The data used in this research is secondary data. To 

get the data examined, the authors conducted a library 

study (Library Research) and financial statements of the 

food and beverage sub-sector company listed on the 

Indonesia Stock Exchange for the period 2013-2017. 

 

C. Data Analysis Method 

Data analysis method used in this research is panel 

data regression analysis method using the help of the 

Eviews 9.0 software program that aims to determine the 

effect of Profitability (ROA) ratio, Free Cash Flow (FCF), 

Company Growth (GROWTH) and Company Size (SIZE) ) 
towards Debt Policy (DER). But before the panel data 

regression analysis is analyzed first, it uses descriptive 

statistics, panel data testing methods and hypothesis testing. 
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IV. RESULTS AND DISCUSSION 

 
A. Results 

Descriptive analysis consists of minimum value, 

maximum value, average value and standard deviation of 

research variables in these companies. 

 

 Debt To Equity Ratio (DER)  

 

Year Minimum Maximum Mean Standard 

Deviation 

2013 0.280000 1.470000 1.006364 0.374947 

2014 0.300000 3.030000 1.219091 0.713883 

2015 0.220000 1.740000 1.039091 0.487780 

2016 0.180000 1.770000 0.880000 0.492301 

2017 0.170000 1.820000 0.818182 0.471059 

Table 1 

 

Based on the table, the minimum value of DER in 

2013 to 2017 is owned by PT. Delta Jakarta Tbk. This 

shows the use of the company's debt is smaller than its own 

capital and the smallest when compared with other 

companies. The minus sign on the DER is caused by the 

minus company equity because it keeps on losing until it 

dredges the amount of company capital to minus. So the 

company only relies on debt to run its operations. 

Meanwhile, the maximum value of DER in 2013 was 

owned by PT. Mayora Indah Tbk. This condition changed 

in 2014-2016, with a maximum value of 3.03, 1.74 and 
1.77 owned by PT. Multi Bintang Indonesia Tbk, while in 

2017 it is owned by PT. Tri Banyan Tirta Tbk. This shows, 

the company has the biggest debt when compared to other 

companies so that it can be used to develop the company 

and make a profit. The average DER of food and beverage 

companies in 2016 - 2017 is below one, meaning that the 

company is more funded by its own capital. Whereas the 

average DER for 2013-2015 is above one, meaning 

companies are more funded by debt. The lowest average 

DER value occurred in 2017 that is equal to 0.818182 

which means that the use of own capital is greater than 

0.818182 times than the use of debt and the highest average 
DER occurred in 2014 amounted to 1.219091. Based on 

trends, from 2014 to 2017, the use of debt in food and 

beverage companies tends to have a declining trend. The 

increase only occurred in 2013. The smaller the amount of 

loan capital, the less funds can be used to generate profits 

for the company, but on the other hand reduce the risk of 

default the standard deviation of the 2013 DER is the 

lowest standard deviation that is 0.374947. In addition, 

DER standard deviation values for 2013 - 2017 show 

average results below 1 in each year. This indicates that 

there is no high deviation and normal data distribution. So 
it can be concluded that there is no fluctuation in the DER 

value of food and beverage companies on the IDX. 

 

 

 

 

 

 Profitability (ROA) 

 

Year Minimum Maximum Mean Standard 

Deviation 

2013 -0.820000 65.72000 14.16909 18.89367 

2014 -2.060000 35.63000 10.30909 11.54788 

2015 -2.270000 23.65000 9.448182 7.051568 

2016 -5.670000 43.17000 12.20636 12.41288 

2017 -9.710000 52.67000 9.200000 16.32078 

Table 2 

 

The minimum value of ROA in 2013-2016 is owned 

by PT. Tri Banyan Tirta Tbk and in 2017 is owned by PT. 

Tiga Pilar Sejahtera Tbk. This shows, the company has the 

smallest ability to generate profits from total assets owned. 

The minus value on ROA is caused by losses experienced 

by the company and this shows the ability of capital 

invested as a whole the assets have not been able to 

generate profits. The maximum value of ROA in 2013 - 

2017 is owned by PT. Multi Bintang Indonesia Tbk. This 
shows, the company has the greatest ability to generate 

profits from total assets owned. 

 

The average ROA of food and beverage companies 

decreased in 2013, 2014 and 2015. Meanwhile, the lowest 

average ROA value occurred in 2017 which was 9,200,000. 

Based on trends from 2013 - 2017, ROA of food and 

beverage companies has a fluctuating trend but tends to 

decline. That is, overall the company's ability to generate 

profits from total assets owned has decreased. A decrease 

in ROA indicates less effective asset management or an 

increase in the number of assets resulting in reduced net 
income. It can also be seen in Table 4.2, the standard 

deviation value of ROA is the best tendency to occur in 

2015 with the lowest standard deviation of 7.051568. In 

addition, the standard deviation of ROA tends to be greater 

than the average in each year which indicates that there is a 

high deviation, so that the distribution of data shows the 

tendency of abnormal and biased results and it can be 

concluded that there are large fluctuations in ROA towards 

food companies and drinks on the IDX. 

 

 Free Cash Flow (FCF) 
 

Year Minimum Maximum Mean Standard 

Deviation 

2013 78.72900 9.87E+11 1.40E+11 2.97E+11 

2014 353.5300 8.62E+11 1.48E+11 2.64E+11 

2015 399.1850 2.34E+12 3.00E+11 6.96E+11 

2016 463.5800 6.59E+11 1.31E+11 2.19E+11 

2017 267.1020 1.28E+12 1.97E+11 3.84E+11 

Table 3 

 

Based on the table, The minimum value of Free Cash 

Flow (FCF) in 2013 - 2017 is owned by PT. Three Pillars 

of Prosperous Food Tbk. This shows that the company has 

the smallest cash turnover value. While the maximum value 

of the Free Cash Flow (FCF) in 2013 - 2017 is owned by 

PT. Mayora Indah Tbk. This shows that the company has 

the largest cash turnover value. The average value of Free 
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Cash Flow (FCF) of food and beverage companies during 

2013 - 2017 the smallest occurred in 2016 which was 1.31E 
+ 11 and the largest in 2015 was 3.00E + 11. Furthermore, 

the value of Free Cash Flow (FCF) in 2013 - 2017 

experienced a fluctuating trend. This shows, an increase 

and decrease in sales that affect the Free Cash Flow (FCF) 

every year. It can also be seen in Table 4.3, the standard 

deviation value of Free Cash Flow (FCF) in 2013-2017, the 

lowest value occurred in 2016 with a standard deviation of 

2.19E + 11 and the highest value in 2015 which was 6.96E 

+ 11 . Furthermore, the standard deviation of Free Cash 

Flow (FCF) tends to be greater than the average in each 

year which indicates that there is a high deviation, so that 

the distribution of data shows abnormal and biased results 
and it can be concluded that there are large fluctuations of 

Free Cash Flow (FCF) towards food and beverage 

companies on the IDX. 

 

 Company Growth (GROWTH) 

 

Year Minimum Maximum Mean Standard 

Deviation 

2013 4.080459 68.55484 30.21129 19.73745 

2014 -45.61918 46.71958 9.608451 23.84456 

2015 -5.835725 140.1170 21.23247 40.66246 

2016 -10.51601 50.68251 10.27479 16.28575 

2017 -5.724812 56.16899 8.367581 17.61391 

Table 4 

 

Based on the tabel,  minimum value of GROWTH in 

2013 is owned by PT. Wilmar Cahaya Indonesia Tbk, in 

2014 was owned by PT. Siantar Top Tbk, in 2015 was 
owned by PT. Multi Bintang Indonesia Tbk, in 2016 was 

owned by PT. Indofood Sukses Makmur Tbk, in 2017 is 

owned again by PT. Three Pillars of Prosperous Food Tbk. 

This shows that the company has the smallest asset growth. 

Furthermore, the minus value on GROWTH is caused by 

smaller asset growth compared to the previous year. While 

the maximum value of GROWTH in 2013 is owned by PT. 

Tri Banyan Tirta Tbk, in 2014 was owned by PT. Tiga Pilar 

Sejahtera Food, Tbk, in 2015 was owned by PT. Siantar 

Top Tbk, in 2016 was re-owned by PT. Sekar Laut Tbk, 

and in 2017 is owned by PT. Nippon Indosari Corpindo. 
This shows that the company has the largest asset growth. 

The lowest GROWTH value of food and beverage 

companies throughout 2013-2017 occurred in 2017 at 

8.367581 and the largest in 2013 was 30.21129. 

Furthermore, the GROWTH value in 2013-2017 

experienced a fluctuating trend. This shows, an increase 

and decrease in sales that affect total assets each year. It 

can also be seen in Table 4.4, the standard deviation value 

of GROWTH in 2013-2017, the lowest value occurred in 

2016 with a standard deviation of 16.28575. Furthermore, 

the standard deviation of GROWTH tends to be greater 

than the average every year which indicates that there is a 
high deviation, so that the distribution of data shows 

abnormal and biased results and it can be concluded that 

there are large fluctuations of GROWTH towards food and 

beverage companies in IDX. 

 

 Company Size (SIZE)  

 

Year Minimum Maximum Mean Standard 

Deviation 

2013 14.39333 29.90448 23.07107 5.978867 

2014 14.61798 29.96297 23.13542 5.845253 

2015 14.55785 30.05960 23.29250 5.930850 

2016 14.63751 30.18999 23.38124 5.969628 

2017 14.39333 29.90448 23.07107 5.978867 

Table 5 

 

This shows, the company has the lowest total assets 

compared to other companies. Whereas, Furthermore, the 

maximum value of the size of the company (SIZE) in 2013 

– 2017 is owned by PT. Mayora Indah Tbk. This shows, the 

company has the largest total assets compared to other 

companies. 

 

The average company size (SIZE) during 2013-2017 

was the lowest in 2013 which was 23.07107 and the highest 
in 2017 was 23.45131. Based on trends, from 2013 to 2017, 

company size (SIZE) in food and beverage companies 

tends to have an increasing trend. This shows that, overall, 

the average ability of food and beverage companies has 

increased in total assets each year. With the declining assets 

of the company will make the company stable financial 

condition. It can also be seen in Table 4.5, the standard 

deviation of the smallest company size variable (SIZE) was 

in 2014. In addition, the standard deviation value of a 

company size (SIZE) tends to be smaller than the average 

in each year, thus indicating that sufficient results good 

because the standard deviation is a reflection of high 
deviations, so that the spread of data shows normal results 

and does not cause bias and it can be concluded that there is 

no large fluctuation of the company size variable (SIZE) of 

food and beverage companies. 

 

 Stationary Test Research Data 

 

Variable T-statistic Test 

Results (First 

Different) 

Probability 

Research Variables 

(First Different) 

DER -9.987408 0.0000 

Free Cash Flow -5.334397 0.0000 

ROA -8.635339 0.0000 

GROWTH -10.45492 0.0000 

SIZE -7.286997 0.0000 

Table 6 

 

Debt to Equity Ratio (DER), Free Cash Flow (FCF), 

Return On Assets (ROA), Company Growth (GROWTH) 

and Company Size (SIZE) have a probability value (First 

Difference) smaller than 0.05 then H0 is rejected. That is, 

the data has been stationary and can be used for further 

calculations. 
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B. Research Data Regression Analysis 

Modeling in using panel data regression techniques 
can be done using three methods approaches, namely 

Common-Constant Model / Pooled Least Square (PLS). . 2) 

Fixed Effect Model (FEM),  Random Effect Model (REM),  

 

 
Fig 2 

 

C. Selection of Research Data Regression Model 

There are three tests to choose the best panel data 

model, namely:  

 

Explanation Statistic Probability 

Chow Test 16.239651 0.0000 

Hausman Test 16.207625 0.0028 

Table 7 

 
 Chow Test 

Chow tests are carried out to determine whether the 

Common Effect or Fixed Effect model is more appropriate 

to use. The basis for rejection of H0 is a 95 percent 

confidence level (α = 5%) using a probability value. 

Comparison is used if the probability result is less than 0.05, 

then H0 is rejected. Results from table 4.8. shows the result 

of a probability of 0.0000 smaller than 0.05 then H0 is 

rejected so that the right model is the Fixed Effect model. 

 

 Hausman Test 
Basically the Hausman test is used to see the 

consistency of the estimation with the Common Effect 

model, then in panel data modeling, the Hausman test is 

performed to find out whether the Random Effect model or 

the Fixed Effect model is more appropriate to use. The 

basis for rejection of H0 is a 95 percent probability level (α 

= 5%) using a probability value. 

 

Comparison is used if the probability result is less 

than 0.05, then H0 is rejected. In table 4.8. can be seen that 

the probability value of 0.0028 is smaller than 0.05 then H0 
is rejected so that it can be concluded from the Hausman 

test, the model used is the Fixed Effect. 

 

 Lagrange Multiplier Test 

The Lagrange Multiplier test (LM) is used to find out 

whether the Random Effect model is better than the 

Common Effect model. But the results of the Chow test and 

Hausman test show that the right model used in this study is 

the Fixed Effect model, so there is no need to pass the 

Lagrange Multiplier Test because the results of previous 

tests are consistent, it can be directly performed panel data 

regression test using the Fixed Effect model 

. 

 Analysis of Research Data Regression Models 
 

 
Fig 3 

 

SIZE -0.636331 -5.899351 0.0000 

R-squared 0.924899  

F-statistic 35.18709  

Prob (F-

statistic) 

0.000000  

Table 8 

 

By using the Fixed Effect model, the panel data 

regression equation is formed as follows: 

 

DERit = α + β1ROAit + β2FCFit + β3GROWTHit + 
β4SIZEit + εit 
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After obtaining the constant value, then the panel data 

regression equation model can be formulated as follows: 
 

DER = 15.96208 – 0.017583 ROA – 4.37E-14 FCF + 

0.002392 GROWTH – 0.636331 SIZE 

 

The equation explains: 

 Constants = 15.96208 

The value of the constant is 15.96208. If the value of 

each independent variable (ROA, FCF, GROWTH and 

SIZE) 0 (constant), the DER (Y) increases by 15.96208. 

 ROA (X1) = - 0.017583 

Is the value of the regression coefficient of ROA to 
DER. If there is an increase in ROA of one unit, the DER 

(Y) decreases by 0.017583 and vice versa, assuming the 

variables X2, X3 and X4 are constant. 

 FCF (X2) = - 4.37E-14 

It is the FCF regression coefficient value of DER. If 

there is an increase in FCF by one unit, the DER (Y) 

decreases by 4.37E-14 and vice versa, assuming the 

variables X1, X3 and X4 are constant. 

 GROWTH (X3) = 0.002392 

Is the GROWTH regression coefficient value to DER. 

If there is an increase in GROWTH by one unit, the DER 

(Y) increases by 0.002392 and vice versa, assuming the 
variables X1, X2 and X4 are constant. 

 SIZE (X4) = - 0.636331 

 

Is the SIZE regression coefficient value of DER. If 

there is an increase in SIZE by one unit, the DER (Y) 
decreases by 0.636331 and vice versa, assuming the 

variables X1, X2 and X3 are constant. It is known that the 

R-square (R2) value is 0.924899 which shows that 92.48 

percent of the DER variance can be explained by changes in 

the variables ROA, FCF, GROWTH and SIZE. While the 

remaining 7.52 percent is explained by other factors outside 

the research model. F test is performed to see whether all 

independent variables or independent variables entered in 

the model have an influence together on the dependent 

variable or the dependent variable. Can be seen in table 4.9, 

with a 95 percent probability level (α = 5%), the F-statistic 

probability value of 0.000000 is smaller than 0.05 and the 
calculated F value (35.18709) is greater than the F-table 

(2.54) so H0 is rejected, which means independent variables 

(ROA, FCF, GROWTH and SIZE) together affect the 

dependent variable (DER). The statistical t test basically 

shows how far the influence of one independent variable 

(ROA, FCF, GROWTH and SIZE) individually in 

explaining the variation of the dependent variable (DER). 

 

D. Classic Assumption Test 

 

 Normality Test   

 

 

 
Fig 4 

 

 It is known that the residual value of the study is not 

normally distributed because the probability value of 

Jarque Bera is greater than the value of α or 0.427861> 

0.05. This shows the data are normally distributed, 

meaning that the regression model in this study can be 

used to explain changes in the dependent variable of the 

study. 

 

 Multicollinearity Test 

 

 ROA FCF GROWTH SIZE 

ROA 1.000000 -0.069936 0.095292 -0.441872 

FCF -0.069936 1.000000 0.022664 0.501071 

GROWTH 0.095292 0.022664 1.000000 0.046608 

SIZE -0.441872 0.501071 0.046608 1.000000 

Table 9 
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All correlation coefficient values between independent 

variables are not greater than 0.90. Thus, it can be 
concluded thathere are no symptoms of multicollinearity 

between independent variables. 

 

 Heteroscedasticity Test 

 

Variabel Probabilitas 

ROA 0.0556 

FCF 0.6647 

GROWTH 0.7357 

SIZE 0.5100 

Table 10 

 

Based on the results of the heteroscedasticity test as 

shown in the table above, it is known that all probability 

values of the independent variables are greater than the 

alpha level of 5% (0.05). Thus, it can be concluded that 

there are no symptoms of heteroscedasticity on the 

independent variables. 
 

 Autocorrelation Test 

Autocorrelation test is performed to see whether there 

is a residual correlation between a period t with the previous 

period (t-1). Simply put, regression analysis is to look at the 

effect of the independent variables on the dependent 

variable, so there should not be a residual correlation 

between one observation data and the previous observation 

data. 

 

Durbin-Watson stat 1.858750 

Data processed by Eviews Program  

 

Autocorrelation test with Durbin Watson is carried out 
with the hypothesis: 

H0: There is no autocorrelation (r = 0) 

H1: There is an autocorrelation (r ≠ 0) 

 

According to Ghozali (2016), decision making for 

the presence or absence of autocorrelation can be seen 

through the following table: 

 

Zero Hypothesis Decision IF 

There is no positive 

autocorrelation 

declined 0 < dw < dl 

There is no positive 

autocorrelatio 

No decision dl ≤ dw ≤ du 

There is no negative 

correlation 

declined 4 – dl < dw < 4 

There is no negative 

correlation 

No decision 4 – du ≤ dw ≤ 4 

– dl 

There is no positive or 
negative correlationpositif 

atau negatif 

Not declined du < dw < 4- du 

Table 11 

 

Based on the results of the autocorrelation test shown 

in the table above, it is known that the value 

 

Durbin-Watson statistics (dw) is 1.858750 and the 

value of du is 1.7240. From the table above it can be seen 
that the Durbin-Watson (dw) value satisfies the du <dw <4-

du equation (1.7240 <1.858750 <2,276) so that in this 

model there is no positive or negative correlation. 

 

V. DISCUSSION 

 

The discussion was carried out by describing the 

influence of the independent variables consisting of 

profitability (ROA), Free Cash Flow (FCF),Companyrowth 

(GROWTH)and Company Size (SIZE) on the Debt Policy 

(DER) in the food and beverage subsector companies listed 

in Indonesia Stock Exchange 2013-2017. Description of the 
influence between variables is then compared with empirical 

evidence obtained in the field and theories that support 

hypothese. 

 

 Effect of Profitability (ROA) on Debt Policy (DER) 

Based on the panel data regression results from the 

Profitability (ROA) variable to the DER shows that the 

Profitability variable (ROA) has a negative effect on the 

DER of the food and beverage subsector company in the 

Indonesia Stock Exchange in 2013-2017. This is shown in 

table 4.9 with a probability of 0.0119 which is smaller from 
0.05 with a negative directed coefficient that is -0.017583 

then the first hypothesis (H0) is rejected. 

 

The higher profitability (ROA), the less use of external 

funding sources (DER). Companies with high profitability 

(ROA) prioritize internal funding over external funding 

because companies that have high profits mean they have 

the ability to meet funding internally and tend to avoid debt 

as external funding, so as not to increase the amount of debt 

from external parties. 

 

The results of this study support the pecking order 
theory in which the company's funding structure follows a 

hierarchy, namely internal funding (retained earnings) as the 

first choice then followed by debt, and only finally the 

issuance of shares as a last resort. If the company prioritizes 

internal funding, it will reduce external funding, one of 

which is debt, so the company's debt ratio will also be 

reduced. 

 

This study is in line with the results of research 

conducted by Ita Trisnawati (2016), Siti Fatimatul Zuhria 

and Ikhsan Budi Raharjo (2016), Mimbar Purwati (2017), 
and Lufiana Satiti (2017), which states that profitability as 

measured by ROA has a negative effect on DER. 

 

 The Effect of Free Cash Flow (FCF) on Debt Policy 

(DER) 

Based on the panel data regression results from the 

free cash flow (FCF) variable to the DER shows that the 

FCF variable has no effect on the DER of the food and 

beverage sub-sector companies on the Indonesia Stock 

Exchange in 2013-2017. This is shown in table 4.9 with a 

probability of 0.4997 which is greater than 0.05 with a 
negative directed coefficient of -4.37E-14, the first 

hypothesis (H0) is accepted. 
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FCF has no effect on debt policy, meaning that any 

increase in FCF is not followed by an increase in the 
company's debt policy. A large company FCF does not 

guarantee the company to borrow external funds to meet its 

funding needs, because the company may use internal funds 

in its funding. But on the other hand, the high free cash flow 

(FCF) shows the company is less survive, meaning that the 

company is less active in utilizing free cash flow (FCF) to 

the maximum, or because the company is less aggressive in 

finding profitable projects so that there is still plenty of cash 

available and the company only uses a little debt. 

 

This is not in line with the pecking order theory, where 

companies that have high free cash flow (FCF) will choose 
to use internal funds first to meet their funding needs rather 

than debt. The greater the free cash flow available in a 

company, the healthier the company is because it has cash 

available for additional investments, debt payments and 

dividends. 

 

This study is in line with the results of research 

conducted by Ita Trisnawati (2016), Ade Dwi Suryani and 

Muhammad Khafid (2015), and Syaiful Basri (2017), who 

stated that free cash flow measured by FCF had no effect on 

DER. 
 

 The Effect of Corporate Growth (GROWTH) on Debt 

Policy (DER) 

Based on the panel data regression results from the 

GROWTH variable to DER shows that the Company 

Growth variable (GROWTH) has a positive effect on the 

DER of the food and beverage sub-sector companies on the 

Indonesia Stock Exchange in 2013 - 2017. This is shown in 

table 4.9 with a probability of 0.0134 which is smaller than 

0.05 with a positive directed coefficient of 0.002392, the 

second hypothesis (H0) is rejected. 

 
The results of this study indicate a positive relationship 

between Company Growth (GROWTH) with Debt Policy 

(DER). The greater the company's growth (GROWTH), the 

greater the level of debt used. Companies that have high 

growth rates tend to need funds from larger external sources. 

In addition, investors will also assess and believe that the 

company can manage its debt well and be able to handle the 

risk of the debt, so the company will increase its debt level. 

 

This result is not in accordance with the Pecking Order 

Theory where companies that have high Company Growth 
(GROWTH), tend to use internal funding compared to 

external funding. 

 

This study is in line with the results of research 

conducted by Ita Trisnawati (2016) and Farah Margaretha 

(2014) which states that Company Growth as measured by 

Positive GROWTH affects the capital structure (DER). 

 

 Effect of Company Size (SIZE) on Debt Policy (DER) 

Based on the panel data regression results from the 

SIZE variable to the DER shows that the SIZE variable has 
a negative effect on the DER of the food and beverage sub-

sector companies on the Indonesia Stock Exchange in 2013 

- 2017. This is shown in table 4.9 with a probability of 

0.0000 which is smaller than 0.05 and a coefficient value of 
-0.636331 in the negative direction, then the third 

hypothesis (HO) is rejected. 

 

The results of this study indicate a negative 

relationship between Company Size (SIZE) and Debt Policy 

(DER). The greater the size of the company (SIZE), it will 

have an impact on reducing the use of debt. Conversely, the 

smaller the size of the company will have an impact on 

increasing the use of debt. 

 

This is consistent with the Pecking Order Theory 

where companies that have a high Company Size (SIZE) 
tend to use internal funding rather than external funding. 

 

This study is in line with the results of research 

conducted by Febriyanti and Yahya (2017), Hussain and 

Miras (2015), and Acaravci (2015) which states that 

company size (SIZE) has a negative effect on capital 

structure (DER). 

 

VI. CONCLUSIONS AND SUGGESTIONS 

 

A. Conclusions 
Conclusions regarding the effect of Profitability 

(ROA), Free Cash Flow (FCF), Company Growth 

(GROWTH) and Company Size (SIZE) on the Debt Policy 

(DER) of the food and beverage sub-sector listed on the 

Indonesia Stock Exchange in 2013 - 2017 are as follows : 

 

 Profitability (ROA), Free Cash Flow (FCF), Company 

Growth (GROWTH) and Company Size (SIZE) 

simultaneously influence Debt Policy (DER). 

 Profitability (ROA) has a partial negative effect on Debt 

Policy (DER). 

 Free Cash Flow (FCF) does not partially affect Debt 
Policy (DER). 

 Company Growth (GROWTH) has a positive effect on 

Debt Policy (DER) partially. 

 Company Size (SIZE) has a partial negative effect on 

Debt Policy (DER). 

 Company size (SIZE) has the most dominant influence 

on Debt Policy (DER). 

 

B. Suggestions 

Based on the analysis results of the discussion and 

some conclusions regarding the variables which include 
profitability (ROA), Free Cash Flow (FCF), Company 

Growth (GROWTH) and Company Size (SIZE) on Debt 

Policy (DER) in food and beverage sub-sector companies 

that listed on the Indonesia Stock Exchange in 2013 - 2017, 

the author tries to convey a number of suggestions for 

consideration including the following: 

 

 For Investors 

The results of this study state that Profitability (ROA), 

Company Growth (GROWTH), and Company Size (SIZE) 

have a significant effect on Debt Policy (DER) so that 
investors and potential investors are advised to consider 

http://www.ijisrt.com/


Volume 4, Issue 12, December – 2019                                  International Journal of  Innovative Science and Research Technology                                                 

              ISSN No:-2456-2165 

 
IJISRT19DEC588                                                     www.ijisrt.com                   1150 

these variables when investing with the aim of earning as 

expected. 
 

 For Companies 

The results of this study stated that Profitability 

(ROA), Company Growth (GROWTH), and Company Size 

(SIZE) had a significant effect on Debt Policy (DER). It is 

expected that the results of this study can help companies in 

considering funding decisions that will take, whether to use 

internal funds or use external funds because the funding 

decisions that will be taken will affect the effect on the 

progress and survival of the company in the future and 

minimize the possibility of risks that can be hinder the 

company's growth process 
 

 For Further Researchers 

To get the maximum results of research in providing 

information on factors that influence Debt Policy, it is 

recommended to: 

 Researchers can then use longer research periods and 

more samples to get more valid results. 

 The researcher can then use other factors that affect the 

Debt Policy (DER). 

 Researchers can then use more complete and accurate 

test methods and methods so that they can obtain more 
valid conclusions. 
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