
1  INTRODUCTION 

The business world conditions in the current era of 
globalization have caused business competition to 
become very tight; therefore, many firms are re-
quired to internationalize (Allen & Raynor 2004 in 
Chuan 2013). Internationalization is the interaction 
of international business transactions among coun-
tries in the form of exports or foreign direct invest-
ment. (Dunning & Lundan 2008). The ASEAN Eco-
nomic Community (AEC) in early 2016 eased local 
companies in the Asian region to be more interna-
tionalized (ASEAN Economic Community 2015).

With internationalization, firm managers are war-
ier in choosing the appropriate capital structure for 
their firm, because the financial leverage is one of 
the essential factors that will have an impact on firm 
performance (Chuan 2013). The choice of the right 
capital structure factor will result in better firm prof-
its. According to Booth et al. (2001) and Ooi (1999), 
profitability, tangibility, firm growth, and firm size 
are important determinants of capital structure. The 
purpose of internationalization is to create new mar-
kets, large economies of scale by selling products to 
new customers, reduce risk by investing in other 
countries with less risk, and gain new technological 
knowledge. Therefore, internationalization is one of 
the strategic variables to maximize firm perfor-
mance. 

 

 

Chuan (2013) proved that internationalization and 
firm growth have a significant negative effect on the 
firm's debt ratios, while profitability has an insignif-
icant negative effect on the firm's debt ratios while 
firm size and tangibility have a significant positive 
effect on the firm's debt ratios. 

Gonenc & Haan (2014) showed that profitability 
has a significant negative effect on the firm's debt 
ratios, while internationalization, firm size, and tan-
gibility have a significant positive effect on the 
firm's debt ratios. 

Tsai (2013) in Chuan (2013) concluded that in-
ternationalization has no significant negative effect 
on the firm's debt ratios, firm size has a significant 
negative effect on the firm's debt ratios, while credit 
ratings have a significant positive effect on the firm's 
debt ratios. 

The purpose of this study is to examine the influ-
ence of firm-related factors (internationalization, 
firm size, firm growth, profitability, and tangibility) 
on the debt ratio as well as the influence of corporate 
factors in the non-financial firms listed in IDX over 
the 2013-2017 period. 

Chuan (2013) stated that international firms have 
higher profitability than domestic firms. This is be-
cause, through internationalization, the firms can sell 
their products to new markets that are more profita-
ble for the firms to increase the firm's profitability. 
Firms with higher profitability can generate more in- 
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