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 The purpose of this study is to ascertain how institutional ownership and profitability 
affect capital structure, taking into account cost of capital as a moderating factor. This 
study will employ a quantitative approach as its research methodology. The study's 
sample consisted of 92 property and real estate companies that were listed between 
2020 and 2022 on the Indonesia Stock Exchange. 14 businesses were found to meet the 
sample criteria after the sample was determined using a purposive sampling technique. 
The corporate website and financial reports on www.idx.co.id were the sources of data 
used in this study. Multiple regression analysis is the data analysis technique used. 
According to the study's findings, institutional ownership has no discernible impact on 
capital structure, either directly or through the cost of capital. It has been demonstrated 
that profitability modifies capital structure in a direct and substantial way. According 
to the following findings, capital structure is unaffected by cost of capital. 
Subsequently, the outcomes of the simultaneous testing indicate that the combination 
of Institutional Ownership, Profitability, and Cost of Capital significantly influences 
the Capital Structure of the companies that are listed on the BEI between 2020 and 
2022. 
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INTRODUCTION 
Property sector companies are one of the companies that have a fairly high debt/capital structure 

ratio. Based on data from Real Estate Investment Trusts (REIT), the debt ratio (DER) of property sector 
companies is 36% in 2022. Prior to the loan maturing, the corporation must repay its debt swiftly in 
order to protect itself from hazards. A high ratio indicates a high level of debt, which can negatively 
impact a company's performance even in situations where liquidity is strong (Gartenberg et al., 2019). 
Due to the potential for significant risk, this makes investors reluctant to put money into the company. 
According to Asad et al. (2019), the debt to equity ratio can be used to determine if a company can pay 
off all of its debts with its assets. 

Institutional ownership is an alternative to lowering the debt to equity ratio. The goal of 
institutional ownership is to keep an eye on managers' output. As significant owners with strong 
motivations to keep an eye on the business, institutional investors stated Choi et al. (2020) have a 
growing influence in corporate management. Compared to shareholders or founders, managers will be 
more aware of internal information and future opportunities that the company will have. Michaely and 
Vincent (2013); Surjadi et al. (2016) and research Choi et al. (2020) in their research found that a 
company's debt level will be low if the level of institutional ownership is high. 

Policy is also influenced by profitability. Brigham and Joel (2011) state that companies that have 
a high level of profitability will influence debt levels. The more tall level profitability something the 
company then will the more small structure the capital . This is also in line with research Albart et al. 
(2020) and Okegbe et al. (2019) found the effect of profitability on capital structure. 
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The cost of capital comes next, and managers use this as their primary factor when choosing a 
company's capital structure. One major area of interest in the corporate finance literature is the 
relationship between financial structure and cost of capital. The effect of capital costs on capital 
structure and funding options for businesses is examined by Albanese (2015). It was discovered that 
the cost of capital acted as a mediator between the capital structure and governance business effects. 
Capital expenses were found by Javaid et al. (2021). influence that serves as a partial mediator between 
capital structure decisions made by the company sample and governance firms. 
 
 
LITERATURE REVIEW 
Theory Agency 
Jensen and Meckling introduced agency theory for the first time in 1976. This theory explains influence 
Where One or group of people who play a role as holder share involve One or a group of people as 
agent for become representative holder share in realize interests, among others, by providing authority 
in taking decision. Conflict agency arise Because management (agent) perhaps own interests that do 
not always in line with interest holder shares (principal). 
 
Pecking Order Theory 
Although Donaldson proposed the Pecking Order theory initially in 1961, Myers (1984) developed this 
notion. According to this hypothesis, the corporation will turn to debt as a substitute source of funding 
if its internal resources are insufficient. 
 
Exchange Theory (Trade Off Theory) 
This theory discusses how a corporation should balance its debt and equity levels to achieve a balance 
between costs and profits. The fundamental idea behind capital structure trade-off theory is weighing 
the advantages and drawbacks of using debt. Further debt is still permitted if the benefits are greater. If 
the debt is sacrificed because it is already excessively large, further debt is no longer permitted (Brigham 
& Houston, 2011). 
 
Institutional Ownership 
Institutional ownership is defined by Sakawa & Watanabel (2020) as block shareholders who are able 
to supervise and monitor the company in which they have ownership. Their monitoring activities can 
be carried out efficiently because they have financial incentives due to their ownership in these 
companies. A number of shares with institutional ownership are in the form of companies in the fields 
of insurance, investment, banking, institutions and other companies (Putri & Zulvia, 2019). 
 
Profitability 
A company's profitability demonstrates its capacity to turn a profit. Companies essentially want to make 
as much money as possible, but higher earnings also mean a larger tax burden (Prabowo & Ririn, 2021). 
 
Cost of Capital 
Brighman & Houtson (2011) state that a company's cost of capital can be understood as the amount of 
money it must spend to satisfy its investors at a given level of risk because it represents the level of 
return that investors seek for the company's securities. Munawir (2011) explains that capital costs are 
costs that must be incurred or paid by a company to obtain capital used for company investment, and 
capital costs are also the weighted average sum of debt costs, preferred stock costs and own capital 
costs. 
 
Capital Structure 
Capital structure is the comparison of capital used by a company between capital originating from 
foreign sources or debt and company equity (Musthafa, 2017: 85). Internal sources of capital can include 
company reserves and retained earnings. Every business venture requires capital, whether using your 
own capital or borrowed capital. Own capital ( equity capital ) often does not cover the total loan capital 
needed to operate the company. Loan capital, or debt capital, is therefore typically needed. Sjahrial & 
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Purba (2013: 37) state that the debt-to-asset ratio, which gauges how much a company's debt affects its 
asset management, should be utilized as the basis for the capital structure ratio. 
 

Based on the theoretical study above, the research model used can be described as follows: 
 

 
 H1 

                                                                       
              
 H4 
       H3  
 
 H5 
                                                          
             

H2 
   

Figure 1. Research Model 
 

Based on framework This is the hypothesis put forward in This research is: 
H1: Institutional Ownership has a significant effect on Capital Structure 
H2: Profitability has a significant effect on Capital Structure 
H3: Cost of Capital has a significant effect on Capital Structure 
H4: Institutional Ownership has a significant effect on Capital Structure moderated by Cost of Capital 
H5: Institutional Ownership has a significant effect on Capital Structure moderated by Cost of Capital 
 
 
RESEARCH METHODS 

In this study, a quantitative research approach will be employed. The impact of institutional 
ownership, profitability, and cost of capital on capital structure is explained using this quantitative 
approach. based on this study with separate data collection for around two months. The study's sample 
consists of 92 property and real estate companies that were listed between 2020 and 2022 on the 
Indonesia Stock Exchange. To determine the sample using a purposive sampling method, namely a 
sampling technique using certain criteria, namely: (1) publish financial reports publicly consistent 
during 2020-2022; (2) The company does not experience losses during the observation period, (3) The 
company must have complete data regarding the variables required in this research. Thus, out of the 42 
observation data points, 14 property and real estate companies listed on the Indonesia Stock Exchange 
in 2020–2022 satisfy the standards. The financial reports of businesses in the real estate and property 
sectors that were listed on the Indonesia Stock Exchange between 2020 and 2022 provided the 
secondary data for this study. The corporate website and the financial records available on 
www.idx.co.id served as the study's data sources. The data analysis techniques used are determination 
correlation analysis, multiple linear regression, F and t hypothesis testing, validity and reliability 
evaluations of the research instruments, and classic assumption tests. The author of this study employed 
descriptive percentage analysis as her analysis method. The data used is analyzed using the descriptive 
percentage analysis method, which describes data that was previously gathered in a study based on the 
conditions that are in place. SPSS 24 will analyze this methodology. 
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Table 1. Variable Measurement 

No Variable Indicator 
Measurement 

Scale 

1 Capital Structure 𝐷𝐸𝑅 =
𝑇𝑜𝑡𝑎𝑙 𝐷𝑒𝑏𝑡

𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦
 Ratio 

2 
Institutional 
Ownership 

𝐼𝑁𝑆𝑇 =
𝑇𝑜𝑡𝑎𝑙 𝐼𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑎𝑙 𝑆ℎ𝑎𝑟𝑒𝑠

𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔 𝑆ℎ𝑎𝑟𝑒𝑠
 Ratio 

3 Profitability  𝑅𝑂𝐴 =
𝑃𝑟𝑜𝑓𝑖𝑡 𝐴𝑓𝑡𝑒𝑟 𝑇𝑎𝑥

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑒𝑡
 

 
Ratio 

 
4 

Cost of Capital 
 

𝑊𝐴𝐶𝐶 = {(𝐷 𝑥 𝑅𝑑) 𝑥 (1 − 𝑇𝑎𝑥) + (𝐸 𝑥 𝑅𝑒)} 
 

Ratio 

 
 

RESULTS AND DISCUSSION 

Normality test 

Normality test results can seen in the picture below this: 

 
Figure 2. Normality Test Results 

 The data or points are distributed along the diagonal line and follow its direction, as indicated 
by the P Plot normality test results. Thus, the study's data were dispersed normally. 
 
Multicollinearity Test 

The table below shows the multicollinearity test results. 

Table 2. Multicollinearity Test Results 
 

 

 

 

 

 

Coefficients a 

Model 
Collinearity Statistics 

Tolerance VIF 
1 (Constant)   

WACC ,055 8,323 
INTS ,773 1,293 
ROA ,051 9,515 

a. Dependent Variable: DER 



INSOMA International Journal of The Newest Social and Management Research 
Vol 2 No 1 July 2024 

 
 

151| Journal Homepage : https://journal.gpcpublisher.com/index.php/ insoma 
 

 

Multicollinearity test results show that all over independent variable (Ownership Institutional, 
Profitability and Cost of Capital) respectively obtain mark Tolerance more big of 0.10 and VIF less out 
of 10 shows that all over variable No each other correlated or can said all over variable free from 
problem multicollinearity. 
 
Heteroscedasticity Test 

Heteroscedacity test results can seen in the table below this. 
 

Table 3. Heteroscedacity Test Results 
Coefficients a 

Model 
Unstandardized Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 
1 (Constant) ,587 ,312  1,882 ,068 

WACC -7,898 8,593 -,608 -,919 ,364 
INTS ,283 ,422 ,118 ,670 ,507 
ROA 4,180 8,688 ,329 ,481 ,633 

a. Dependent Variable: ABS_RES1 
 

Heteroscedacity test results show that all over independent variables (Cost of Capital, 
Ownership Institutional and Profitability) each obtain mark significantly more big from 0.05. These 
results show that No happen problem heteroscedacity in this research model . 
 
Autocorrelation Test 

The autocorrelation test results are shown in the table below. 
 

Table 4. Autocorrelation Test Results 

 

 Durbin-Watson value of 0.637, which is positioned within the range of 2, indicates that 
autocorrelation occurs in this research model based on the results of the autocorrelation test. 
 
Multiple Linear Regression Test 

The table below shows the test result regression multiple: 

Table 5. Multiple Regression Test Results 

 

You can create an equality regression in the following ways based on the test findings above: 
 

DER=  1.549 + 0.692ITNS – 24.110ROA – 0.862WACC - 15.299INTS_WACC + 
142.160ROA_WACC 
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Indeed, as elucidated below, based on equality regression: 
- The value of the capital structure of property and real estate businesses listed on the IDX in 

2020–2022 will remain at 1,549 if there is no variable ownership, institutional, profitability, 
and cost of capital. This is demonstrated by the value of a (constant) = 1.549. 

- INTS = 0.692 shows that if it happens increase in Ownership Institutional as big as One units 
then the Capital Structure will be experience enhancement of 0.692. 

- ROA = -24,110 shows that if it happens increase in Profitability as big as one unit then the 
Capital Structure will be experience decline amounting to 24,110. 

- WACC = -0.862 shows that if it happens increase in Capital Costs of one unit then the Capital 
Structure will be experience decline of 0.862. 

- INTS_WACC = -15.229 shows that if it happens increase in Ownership Institutional 
moderated by the Cost of Capital of one unit then the Capital Structure will be experience 
decline amounting to 15,229. 

- ROA_WACC = 142,160 shows that if it happens increase in Profitability moderated by 
Capital Costs of one unit then the Capital Structure will be experience enhancement 
amounting to 142,160. 
 

Hypothesis testing 
T Test ( Partial ) 

Referring to Table 5 above, you can explained that Profitability proven influential significant to 
Capital Structure both directly and moderated by the Cost of Capital. This is because respective values 
obtained more small from 0.05. Temporary That Ownership Institutional either directly or moderated 
Cost of Capital does not influence Property and real estate firms' capital structures for the years 2020–
2022 are registered with the IDX. 
 
F Test (Simultaneous) 

The table below displays the simultaneous test results: 

Table 6. Simultaneous Test Results 
ANOVA a 

Model 
Sum of 
Squares df Mean Square F Sig. 

1 Regression 13,863 5 2,773 5,812 ,000 b 
Residual 17,174 36 ,477   
Total 31,037 41    

a. Dependent Variable: DER 
b. Predictors: (Constant), ROA_MACC, INTS, WACC, ROA, INTS_WACC 

 
 The F test findings in Table 6 show that the computed F value of 5.812 > the F table value of 
3.23 with a level of significance of 0.000 since the probability significance is much smaller than 0.05. 
These results suggest that the capital structure of property and real estate companies listed on the IDX 
in 2020–2022 is influenced by ownership, institutional, profitability, and cost of capital at the same 
time. 

 

Coefficient Determination 
Test result coefficient determination can seen in the table under this: 
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Table 7. Coefficient of Determination Test Results 

 

A coefficient determination (Addusted R Square) of 0.370, or 37%, was produced based on the 
following table. This explains why the variables Ownership Institutional (INST), Profitability (ROA), 
Cost of Capital (WACC), and Ownership Institutional with moderation Cost of Capital (INS_WACC) 

and Profitability with moderation Cost of Capital (ROA_WACC) simultaneously influence 37% of 
the capital structure, with the remaining 63% being influenced by other external factors this research. 

 
Discussion 

According to the first hypothesis's findings, ownership institutional level had no discernible 
impact on the capital structure of companies listed on the IDX between 2020 and 2022. The findings of 
this theory are supported by studies by Gustyana and Hanari (2022) and Choi et al. (2020), which 
demonstrate that ownership institutionally has a substantial and negative impact on capital structure. 
The research conducted by Ahmed and Hassain (2019) demonstrates that institutional ownership might 
have an impact on capital structure. 

Second hypothesis show that Profitability influential in a way Partial to Capital Structure. The 
results of this research are strengthening research conducted by Lathfita et al (2022) prove it that 
profitability own negative and significant influence to capital structure. The same results were also 
shown by Oktaviana and Taqwa (2021) that the more tall profitability then increases low possibility 
company use financing from debt. Muntahanah et al. (2020) revealed that the more tall acquisition 
profit, then the use of funds from external or sourced funding from debt will down, in other words that 
by level increasing profitability tall will lower company capital structure. This is because company own 
sufficient internal funding sources for can fulfil activity operational company. 

The third set of hypothetical findings demonstrates that capital structure is not significantly 
impacted by proven cost of capital. This study's findings diverge from those of Javaid, Nazir, and 
Fatima's (2021) study. Capital expenses may have a favorable effect on capital structure. Albanese 
(2015) further highlights the fact that investors fund investments with debt when the high cost of equity 
capital is brought on by knowledge asymmetry between market participants. 

Hypothetical results fourth show that Cost of Capital does not can moderate influence Ownership 
Institutional to Capital Structure. Hypothetical results No support study Javaid et al., (2021) explains 
that capital costs can be mediate influence between governance attributes company that is ownership 
institutional to decision company capital structure. 

Hypothetical results fifth show that Proven Cost of Capital moderate influence Profitability to 
Capital Structure. The results show Capital Costs can be strengthen influence Profitability to Capital 
Structure. The results of this hypothesis support study Peter & Tanadi (2020) show that profitability, 
debt and capital structure all influence each other. Ayu et al., (2022) found that cost of capital capable 
mediate between Leverage to profitability, Profitability, debt, and capital structure have an influence 
between one variable and another. 
 
 
CONCLUSION 

The study's findings indicate that the first variable ownership institutional no longer influences 
capital structure. (2) Capital structure is influenced by profitability. (3) Institutional Ownership, which 
is tempered by Capital Cost, has no bearing on Capital Structure. (4) The Cost of Capital effect on 
Capital Structure modifies profitability. Therefore, it was advised to the corporation to boost 
profitability and pay attention to capital expenses in order to maintain a healthy capital structure. 
 Furthermore recommended for researcher next will be do the same research can develop 
objective research you want researched and more focus to what is researched. So that's expected You 
better prepared in the process of taking and collecting data and everything something related to research.
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Furthermore for researchers who will do research with terms kind or similar expected can more increase 
accuracy, liveliness as well as collaborate with various party in frame help smooth study. 
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