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1. Introduction

Today, competition in the business world is getting tougher. Companies develop strategies to be
able to compete and survive in the business world. One of the strategies that companies can do
is cost efficiency (Arianto et al., 2022; Fisher Ke et al., 2022; Ko et al., 2020). Cost efficiency is the
company's ability to reduce the financing of a product but still maintain the quality of its products,
so that the price of the product is lower (Huang & Ye, 2021; Zhou et al., 2021). Cost efficiency is
closely related to company policy, such a company decision in determining capital structure
(Ulbert et al., 2022). The capital structure is an important element for an enterprise (Avezum et
al., 2022; Gyimah et al., 2021). If the capital structure of a company is optimal (Nicodano & Regis,
2019; Wu & Liu, 2022), investors will be interested in investing in the company. On the other
hand, if the capital structure is not optimal, investors will not consider investing in the company.

The capital structure is a symbol of the company's financial proportion, between the capital
owned from long-term liabilities and capital (shareholders equity) (Adusei & Sarpong-Danquabh,
2021; Cenci & Kealhofer, 2022; Gale & Gottardi, 2020; Sikveland et al., 2022). The capital
structure is a balance of the amount of permanent short-term debt, long-term debt, preferred
shares and ordinary shares. Companies must be able to optimize their capital structure by
balancing risk with return so as to maximize the stock price (Gyimah et al., 2021; Nicodano &
Regis, 2019; Patel et al., 2022). There are several factors that influence capital structure, this
study only discuss the factors of business risk, profitability and liquidity. Business risk is
uncertainty related to special conditions that can result in the company's financial insecurity
(Joni and Lina, 2010). Business risks affect the company's operational activities, the company's
ability to repay its debts, and investors' interest in investing in the company (Gonzalez L. et al.,
2021; Hakim & Apriliani, 2020; Nejadmalayeri, 2021; Singhal et al., 1994). Some researchers have
tested the effect of business risk on capital structure, but still show inconsistent results.
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Capital Structure Theory

Capital structure theory is a reference in order to realize the optimal capital structure of a
company (Gyimah et al., 2021). The capital structure can be said to be optimal, namely if a certain
level of risk can provide maximum company value (Ardalan, 2017; Huang & Ye, 2021). The theory
of capital structure consists of Traditional Approach, Modigliani and Miller (MM) Approach, Trade
Off Theory, Miller Model with Corporate and Personal Taxes, Pecking Order Theory, and
Asymmetry Theory: Information and Signaling.

The pecking order theory states that companies will prioritize using internal financing over
external financing (Dierker et al., 2019; Yildirim & Celik, 2021). However, if external financing is
needed, the company will tend to choose to issue securities with the least risk. The preference for
funding order in pecking order theory starts from non-risky, minimally risky to high-risk funding.
The pecking order theory explains that companies that have a high level of profit actually have a
small level of debt. This implies the company's ability to meet investment needs using its internal
funds.

Factors Affecting Capital Structure

The factors affecting the consideration of the company in the decision of the capital structure, are
as follows.

1. Number of Sales; A company with relatively stable sales means that it has a relatively
stable cash flow, so it can use more debt than a company with unstable sales.

2. Asset structure; Companies that have large amounts of fixed assets can use large amounts
of debt, this is because from the scale of large companies it will be easier to get access to
sources of funds compared to small companies. Then the size of fixed assets can be used
as collateral or collateral for the company's debts. Indeed, the use of large amounts of debt
will cause financial risk to increase, while large amounts of fixed assets will certainly
increase business risk and ultimately mean that total risk will also increase.

3. The company’s growth; The faster the company's growth, the greater the need for funds
for expansion financing. The greater the need for future financing, the greater the
company's desire to withhold profits. So a growing company should not distribute profits
as dividends but rather be used for investment financing. This growth potential can be
measured by the magnitude of research and development costs.

4. Profitability; The profitability of the previous period is an important factor in determining
the capital structure. With a large retained earnings, companies will prefer to use retained
earnings before using debt. This is in accordance with pecking order theory which states
that managers prefer to use financing from first, retained earnings, then debt, and finally
the sale of new shares.

S. Variable profit and tax protection; This variable is closely related to the stability of the
sales. If the variability or volatility of a small company's profits then the company has a
greater ability to bear the fixed burden of debt. There is a tendency that the use of debt
will provide benefits in the form of tax protection.

6. Firm’s Size; Large companies that are well-established will find it easier to obtain capital
in the capital market than small companies. Because of this ease of access, the company
has greater flexibility as well. Empirical evidence suggests that the scale of a company is
positively related to the ratio between debt to equity book value and debt to book value of
equity ratio.

7. Internal conditions of the company and macroeconomics; Companies need to wait for the
right moment to sell stocks and bonds. In general, the most appropriate condition for
selling bonds or stocks is when the market interest rate is low and the market is bullish.

8. Business risks; In a company, business risk will increase if the use of debt is high. This
will later have an impact on increasing the possibility of bankruptcy. Investors will always
consider the risks and benefits of an investment they make. One of these risks is
fluctuations in stock prices. The higher the fluctuation in the stock price to the general
stock price on the Indonesia Stock Exchange, the higher the risk that will be faced by
investors.
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Business Risk

Risk can be interpreted as the potential for an event to occur that can cause losses. But in
investment analysis, risk is defined as the possibility that the result of money earned is not as
expected (Amaliyah et al., 2019; Nejadmalayeri, 2021). Business risk is one of the risks faced by
the company when carrying out operating activities, it is the possibility of the company that unable
to fund its operational activities. The company's business risks affect the continuity of the
business and the company's ability to pay its debts. The level of risk of the company's business
also affects the attention of investors to invest in the company and affects the company's ability
to obtain funds in carrying out its operational activities.

Companies with high business risk tend to avoid funding by using debt compared to
companies with lower business risk. High corporate risk generally prioritizes the use of internal
funds over the use of debt or the issuance of shares. The higher the business risk, the lower the
capital structure. Sawitri and Lestari (2015) find that hypothesis testing carried out between
business risk variables and capital structure can lead to the conclusion that business risk has an
insignificant positive influence on the capital structure. Business risk has an insignificant
influence on the capital structure because low risk will result in the company's management not
considering business risks in determining the amount of debt. If the variability of income is high,
the company's business risk will be high so that the profit generated tends to fluctuate. Inthe
presence of high business risks, companies tend not to reduce debt, but still use debt to meet
their fund needs.

While the research of Primantara and Dewi (2016) conclude that business risks have a
negative and significant influence on the capital structure. This is because the company must
take into account its business risks because it is a potential factor that threatens the survival of
the company. Companies with high business risks will find it difficult to determine profit targets.
This is due to the fact that profits tend to fluctuate. Companies that have high business risks
will tend to use a low debt ratio, because the level of income uncertainty is getting higher which
can affect the company's ability to recover its debts.

Business risk represents the level of risk from the operational activities of a company that
does not use funding through debt. Companies with a high level of business risk will tend to use
small amounts of debt because debt can cause the company's financial situation to improve.

Profitability

In general, every company aims to make a profit. The management of the company is required to
be able to achieve the targets that have been planned (Djolafo, 2022; Petchsakulwong & Jansakul,
2018; Pisz et al., 2019). According to Kasmir (2014) definition of profitability ratio is a ratio to
assess the company's ability to make a profit. This ratio also gives a measure of the level of
effectiveness of the management of an enterprise. It is indicated by the profit generated from sales
and investment income. It is in essence that the use of this ratio indicates the efficiency of the
enterprise.

Research conducted by Hardanti and Gunawan (2010) found the result that profitability
negatively affects the capital structure. The higher the profit obtained by the company, the smaller
the need for funds, especially from investors, both in the short and long term. Companies with a
high level of profitability tend to use internal funds for their operating and investment purposes.
Companies with greater levels of profit have larger internal funding sources and have a need to
finance investments through smaller external funding due to the high rate of return that funds
can be obtained from retained earnings. While in the study of Maryanti (2016) found the result
that variable X1 (profitability) had no significant effect on the capital structure. The insignificant
results of this study are due to a decrease in the number of profits of several companies every
year. In short, the profitability ratio can be summed up as the ratio used to assess or show the
success of the company in making a profit.
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Liquidity

Liquidity is the ability of a company to meet its short-term debt obligations. Short-term debt is
debt whose term is less than one year. Liquidity is the ability of a company in terms of fulfilling
financial obligations that are immediately disbursed or that have matured. Linking the amount of
cash and other current assets to short-term maturity can provide an easy-to-use measure of
liquidity. So it can be concluded that liquidity is the ability of a company to meet its short-term
financial obligations that have matured. Study of Kartika and Dana (2014) shows the results that
variable liquidity has a significant positive effect on the capital structure of Food and Beverages
companies on the Indonesia Stock Exchange for the period 2010-2013. This shows that if the
higher the liquidity, the capital structure will also increase.

While in the study of Hardanti and Gunawan (2010) shows the result that liquidity
negatively affects the capital structure. This shows that companies using their current assets can
fulfill the company's obligations in the short term than long-term debt, so the greater the level of
liquidity of the company, the smaller the company's capital structure, which means the smaller
the use of debt (external funds). The availability of cash and other current assets owned by the
company other than inventory turned out to be able to be used to cover the company's short-term
debt. The closure of short-term debt resulted in a decrease in the proportion of overall debt in the
capital structure.

Previous research on the effect of business risk and profitability on capital structure
showed inconsistent results. Therefore, further research is needed on the effect of business risk
and profitability on the capital structure by adding liquidity as a moderation variable.

Conceptual Framework

The conceptual framework in this study explains the influence of independent variables, business
risk (X1) and profitability (X2) on the dependent variable, capital structure (Y) with moderation
variables, namely liquidity (X3). In this study, the first hypothesis test the effect of business risk
(X1) on the capital structure (Y). The second hypothesis test the effect of profitability (X2) on the
capital structure (Y). In the third and fourth hypotheses test the liquidity variable (X3) moderating
the influence of the business risk variable (X1) or profitability variable (X2) on the capital structure
(Y). Meanwhile, the fifth hypothesis test the effect of business risk (X1) and profitability (X2)
simultaneously on the capital structure (Y). Kerangka konseptual penelitian ini ditunjukkan pada
figure 2

Liquidity (X3)

-4 Business Risk (X1)

Capital Structure ()

'_1  Profitability (X2)

Figure 1. Conceptual Framework

Research Hypothesis
1. Business Risk effect on Capital Structure

Study of Sawitri and Lestari (2015) found that business risk had an insignificant positive effect
on the capital structure. While Primantara and Dewi (2016) found that business risk has a
negative and significant influence on the capital structure. On the other hand Wiagustini and
Pertamawati (2015) found that business risk has a positive and significant effect on the capital
structure. Based on such studies the first hypothesis in the study is determined as follows.
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H1 : Business risk has a positive and significant effect on the capital structure.
2. Profitability Effect on Capital Structure

Study of Kartika and Dana (2014) found that profitability has a negative and significant influence
on the capital structure. While Maryanti (2016) found the result that profitability has no
significant effect on the capital structure. Based on the study the second hypothesis in the study
was determined as follows.

H2 : Profitability negatively and significantly affects the capital structure.
3. Business Risk Effect on Liquidity Moderated Capital Structure

Study of Kartika and Dana (2014) found that liquidity has a positive and significant effect on the
capital structure. While Widayanti et al. (2016) found the result that liquidity has a significant
negative effect on the capital structure. On the other hand Prasetyo (2013) found that liquidity
partially affects business risk. Based on the study the third hypothesis in the study was
determined as follows.

H3 : Liquidity moderates the business risk effect on the capital structure.
4. Liquidity Moderates the Profitability Effect on Capital Structure

Study of Kartika and Dana (2014) found that liquidity has a positive and significant effect on the
capital structure. While Widayanti et al. (2016) found the result that liquidity has a significant
negative effect on the capital structure. According to Wibowo and Wartini (2012) found the result
that liquidity has no significant effect on profitability. Based on the study, the fourth hypothesis
in the study was determined as follows.

H4 : Liquidity moderates the profitability effect on the capital structure.

The purpose of this study is to answer the following questions.

1. Does business risk affect the capital structure?

2. Does profitability affect the capital structure?

3. Does liquidity moderate the business risk effect on the capital structure?
4. Does liquidity moderate the profitability effect on the capital structure?

2. Methods

This research used data obtained from the financial statements of transportation companies listed
on the IDX for the period 2017-2020. The data source of this study uses secondary data, which
is accessed through www.idx.co.id and analyzed with a moderation regression analysis model.
Data collection techniques were carried out by the method of documentation. Data was collected
by accessing the company's financial statements for the 2017-2020 period published on the IDX
through www.idx.co.id. The population in this study is all transportation companies listed on the
IDX for the 2017-2020 period, which is 35 companies. This sample used a population research
approach because it uses the entire population of transportation companies listed on the IDX for
the 2017-2020 period, which were 35 companies. The sampling technique used the purposive
sampling method, the sample is determined by certain criteria, namely:

1. Transportation companies listed on the IDX for the period 2017-2020

2. Transportation companies that publish annual financial statements consecutively in the
2017-2020 research period on the IDX.

3. Transportation companies that earned a profit in the period 2017-2020
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Table 1. Sample of Transportation Companies Listed on the IDX
for the 2017-2020 Period

No | Code Company Name No | Code Company Name
1 ASSA | Adi Sarana Armada Tbhk 7 | SHIP Sillo Maritime Perdana Tbk
2 BIRD | Blue Bird Tbk 8 | SMDR | Samudera Indonesia Tbhk
3 BULL | Buana Listya Tama Tbk 9 | SOCI Soechi Lines Tbk
4 CASS | Cardig Aero Services Tbk 10 | TMAS | Pelayaran Tempuran Emas Tbk
5 HITS | Humpuss Intermoda 11 | TPMA | Trans Power Marine Tbk
6 NELY | Pelayaran Nelly Dwi Putri Tbk

Source:Indonesia Stock Exchange

Operational Definition and Variable Measurement
1. Dependent Variables

Dependent variables are bound variables that are affected due to the presence of free variables.
The dependent variable used in this study is the capital structure symbolized by "Y". In this study,
the capital structure was measured by the Debt to Equity Ratio (DER). DER is a ratio that
measures the comparison between a company's long-term debt and its own capital. Formula DER
as follows.

DER= (Total Long-Term Debt)/(Total Equity) x 100%
2. Independent Variables

An independent variable is a free variable that affects a dependent variable, so it affect some
changes to the dependent variable. The independent variables used in this study are business
risk (X1) and profitability (X2).

3. Business Risk

The first independent variable used in this study was business risk symbolized by "X1". Business
risk can be measured by EBIT (Standard Deviation Earning Before Interest and Taxes = standard
deviation of profit before interest and taxes), formulated by:

Risk=EBIT/(Total Aset) x 100%
4. Profitability

The second independent variable used in this study is profitability symbolized by "X2". In this
study ROA was proxied to measure profitability. Because with ROA, it can be known the
company's ability to use all assets owned to obtain profit after tax. This ratio is important for
management as material for evaluating the effectiveness of company asset management. ROA is
formulated as follow:

ROA= EAT/(Total Asset) x 100%
5. Moderation Variables

Moderation variables are other independent variables that are incorporated into the model,
because they can strengthen or weaken the relationship between dependent variables and
independent variables. The moderation variable in this study is liquidity symbolized by "X3". In
this study, the Current Ratio was used to proxise liquidity. Current ratio is the level of a company's
ability to use current assets to pay all its current liabilities. Current Ratio is formulated as follows:

Current Ratio= (Current Assets)/(Current Liabilities)
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Data Analysis Techniques
Moderation Regression Analysis

In this study, the data analysis technique used was Moderation Regression Analysis. In testing
and explaining whether independent variables affect dependent variables with moderation
variables, you can use the regression equation formulated as follows.

Y = R0 + B1X1 + $2X2 + $3X3 + R4X1.X3 + $5X2.X3 + e

Information:

Y = Capital Structure

R0 = Constant

B1...85 = Regression Coefficient
X1 = Business Risk

X2 = Profitability

X3 = Liquidity

e = Disruptor variables

3. Results

Moderation regretion produces the regression equation as follows.

Y =830 + R1X1 + $2X2 + $3X3 + 34X1.X3 + $5X2.X3 + e
Y =-0,718 + 2,745X1 + -2,212X2 + 0,782X3 + -3,033X1.X3 + 1,706X2.X3

1. The business risk variable with a significant value of 0.001 is smaller than 0.05, so that the
business risk variable affects the capital structure. Meanwhile, the regression coefficient that
has been standardized on the business risk variable has a positive sign of 2,745. This means
that if the business risk variable is increased by 1 unit, the capital structure will increase by
2,745 units.

2. The profitability variable with a significant value of 0.002 is smaller than 0.05, so the
profitability variable affects the capital structure. Meanwhile, the regression coefficient that
has been standardized on the profitability variable is negatively marked at 2.212. This means
that if the profitability variable is increased by 1 unit, the capital structure will decrease by
2,212 units.

3. Liquidity variables with a significant value of 0.125 greater than 0.05, so the liquidity variable
has no effect on the capital structure. This means that any increase or decrease in liquidity
does not affect the capital structure.

4. The moderation variable (X1X3) with a significant value of 0.037 is smaller than 0.05, so the
moderation variable (X1X3) is able to moderate the influence of business risk on the capital
structure. Meanwhile, the regression coefficient that has been standardized over the
moderation variable (X1X3) is marked negative 3.033. This shows that the moderation
variable (X1X3) is negatively related to the capital structure variable. This means that if the
value of the moderation variable (X1X3) is increased by 1 unit, then the value of the capital
structure variable will decrease by 3,033 units.

5. A moderation variable (X2X3) with a significant value of 0.163 greater than 0.05, so the
moderation variable (X2X3) is not able to moderate the effect of profitability on the capital
structure. This means that any increase or decrease in the moderation variable (X2X3) does
not affect the capital structure.

6. The R-square value of 0.654 indicates that a change in the capital structure of 65.4% is
affected by business risk, profitability and liquidity. The remaining 34.6% is influenced by
other variables.
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4. Discussion

Partial Testing

The following are the results of the SPSS output testing variables that are suspected to affect the
capital structure.

a. Results Test of First Hypothesis

The business risk variable t-test result of 0.001 was smaller than the alpa of 0.05. The significant
value of the t-test shows that the business risk variable has a positive and significant effect on
the capital structure. Meanwhile, the regression coefficient that has been standardized has a
positive sign of 2.745. This means that if the business risk variable is increased by 1 unit, the
capital structure variable will increase by 2,745 units. On the other hand, if the business risk
variable is reduced by 1 unit, the capital structure variable will decrease by 2,745 units. So the
first hypothesis (H1) stating that business risk has a positive and significant effect on the capital
structure is accepted.

The results of this study are in line with the research conducted Wiagustini and
Pertamawati (2015) which found that business risk had a positive and significant effect on the
capital structure. However, this research is not in line with the research conducted by Sawitri and
Lestari (2015) which found that business risk had a positive and insignificant effect on the capital
structure. As well as research conducted Primantara and Dewi (2016) which found the result that
business risk had a negative and significant influence on the capital structure.

Business risk is one of the things that companies face related to company uncertainty that
may be experienced in their business activities (Saidi, 2004). The company's business risks will
affect the company's business continuity and the company's ability to pay its debts. The level of
business risk of the company will also affect the interest of financiers to invest funds in the
company. From the results of this study, it shows that companies that have high business risks
will tend to use external funding both in the form of debt and by issuing shares. This is because
investors think that high-risk companies will provide high returns as well.

b. Results Test of Second Hypothesis

The significant value of the variable t-test profitability of 0.002 is smaller than the alpa of 0.05.
The significant value of the t-test shows that the profitability variable has a negative and
significant effect on the capital structure. Meanwhile, the regression coefficient that has been
standardized has a negative sign of 2.212. This means that if the profitability variable is increased
by 1 unit, then the capital structure variable will decrease by 2,212 units. Conversely, if the
profitability variable is decreased by 1 unit, the capital structure variable will increase by 2,212
units. So the second hypothesis (H2) stating that profitability has a negative and significant effect
on the capital structure is accepted. The results of this study are in line with the research
conducted by Kartika and Dana (2014) which found that profitability had a negative and
significant influence on the capital structure. However, this research is not in line with the
research conducted by Maryanti (2016) which found the result that profitability had no significant
effect on the capital structure.

Profitability is the company's ability to make a profit over a certain period. This can be
seen by looking at the amount of Return On Assets of the company. The greater the ROA value,
the better the company's performance. An increase in ROA will increase retained earnings, so the
company does not require external funding. This is in accordance with the pecking order theory
where companies that have a high level of profit tend to have a small level of debt. In other words,
the company has a preferential order in the use of funds. The order of preference starts from funds
sourced from retained earnings, debt and finally the issuance of new equity, meaning that it starts
from the source of funds at the lowest cost (Myers dan Majluf, 1984).

c. Results Test of Third Hypothesis
A significant t-test of the moderation variable, i.e. liquidity moderates business risk to the capital
structure by 0.037 less than the alpa of 0.05. The significant value of the t-test shows that liquidity
variables are able to moderate the influence of business risk on the capital structure. Thus the
third hypothesis (H3) which states that liquidity moderates the influence of business risk on the
capital structure is accepted.

Liquidity reflects the availability of funds owned by the company to meet all maturing
debts. The high level of liquidity reflects that the company has high internal funds which causes
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the company to be able to pay its maturing obligations and the total debt owned becomes smaller
and smaller. Thus, the business risks that will be faced by the company become lighter. Because
of the high business risk will affect the company and the company's ability to pay its debts. The
larger the internal funds owned by the company, the company will tend to have small debts. This
is in accordance with the pecking order theory where companies tend to use a funding preference
order starting from funds sourced internally and then funds coming from external.

d. Results Test of Fourth Hypothesis

A significant t-test of the moderation variable, i.e. liquidity moderates profitability to the capital
structure by 0.163 greater than the alpa of 0.05. The significant value of the t-test indicates that
liquidity variables are not able to moderate the effect of profitability on the capital structure.
Therefore it can be said that the liquidity variable is not a moderation variable. So the fourth
hypothesis (H4) which states that liquidity moderates the effect of profitability on the capital
structure is rejected.

5. Conclusion

Based on the results of the analysis and testing of data on the effect of business risk and profitability
on the capital structure with liquidity as a moderation variable in transportation companies listed
on the Indonesia Stock Exchange for the 2017-2020 period, the following conclusions were
obtained.

Business risk has a positive and significant effect on the capital structure.
Profitability negatively and significantly affects the capital structure.

Liquidity is able to moderate the effect of business risk on the capital structure.
Liquidity is unable to moderate the effect of profitability on the capital structure.
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