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Capital structure is composed by various long-term funding sources which 

are used by the company. The goal of capital structure management is to create a 

permanent funding source composition to maximize the share price and the 

company's value. This study is aimed to analyze the capital structure policy i.e. 

the internal factors and external factors that affect the capital structure of public 

companies on textile and garment subsector. This study is expected to provide 

information and consideration for company owners, investors, creditors and 

governments in terms of determining the optimum capital structure, investment 

decisions and policies that support the textile and garment industry.  

Data analysis in this study uses panel regression techniques to estimate the 

equation model and to select the most suitable model. In the analysis of panel data 

model known three kinds of approaches: pooled least square, fixed effects 

approach, and random effects approach. The population in this study is the textile 

and garment companies listed on the Indonesian Stock Exchange in 2009 - 2013 

with total 15 companies. The data used in this research is secondary data obtained 

from the audited financial statement. 

The study showed that the capital structure of public companies on textile 

and garment subsector within 2009 - 2013 is more financed by the debt than the 

equity. There is 59.06 % of the total assets of the company resulted from the bank 

loans which is composed by 40.74 % short-term bank loans and 18.32% long-term 

loans. There are 11 internal and external factors that significantly influence the 

capital structure, namely profitability (ROA), company size (SIZE), operating 

leverage (DOL), liquidity (CR), Non Debt Tax Shield (NDTS), dividend policy 

(DPR), asset structure (FAR), inflation (INF), growth of Gross Domestic Product 

(GDP), interest rate (SBI) and exchange rate (NT). There is only one variable that 

has no significant effect on the capital structure i.e. company growth (GROWTH).  

Using Chow test and Hausman test, it is concluded that the most suitable 

model is FEM method (fixed effect model) compared to the PLS method (pooled 

least square) and REM method (random effects model). The three models showed 

high R² values respectively: 99.57 % (SDTA model), 90.13 % (LDTA model) and 

99.43 % (DTA model), which means that the variation of capital structure of 

public companies on textile and garment subsector can be explained by the 

variables used in the study which is about 90-99 %, while the rest are explained 

by other factors. 
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