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Abstract - This research purposed to identify the effect of Company Size (SIZE) and Debt to Asset Ratio (DAR)
on Return On Asset (ROA). The dependent variable was Return On Assets (ROA) and the independent variable
was Company Size (SIZE) and Debt to Asset Ratio (DAR). Data were obtained from the financial statement of
12 manufacturing companies in sub-sector of automotive registered on Indonesia Stock Exchange in the period
2014-2018. The study used Multiple Linear Regression Test as the data analysis method. The results show that
Company Size partially had a significant positive effect on Return On Assets (ROA). Also, Debt to Asset Ratio
(DAR) partially had a significant negative effect on Return On Assets (ROA). Simultaneously, Company Size
(SIZE) and Debt to Asset Ratio (DAR) had effect on Return On Assets (ROA). So, the company should keep the
stability of the company size and expect to perform debt management properly to optimize increasing the level of

Return On Assets (ROA) and remain stable.
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INTRODUCTION

Industrial sector is still the dominant sector in
Indonesia. This sector continues to consistently
provide the largest contribution to the national
economy. Automotove is one part of the industry or
manufacturing sector. Automative industry was
choosen as the mainstay in stimulate our economy
growth. The government more incentive to boost the
increase in exports of this industry. Increased exports
can only be done for their investment.

The company certainly makes the profit and
to assess the ability of company in making profit it is
used the profitablity ratio. (Kasmir, 2012). It is the
role of the management to control the use of finances
in institutions. One of the indicators used in
profitability is ROA (Return on Assets) that is to the
ability of a company to make the profit by using the
company assets (Sutrisno, 2013), Return On Assets
(ROA) is the comparison between overall profit of a
company and overall investment of the company.
Higher ROA indicates the better condition of
company.

Company size is a factor that inflence Return
On Asset. Company size is indicated by the sales level,
number of employees, or assets owned by the
company. Company size is used to see market forces
and efficiency. If the company has high efficiency and
substantial market power, the ROA will be higher
(Rusmawati, 2016). Companies with a large asset
have the potential to generate a better return because
of the existence of the asset can increase the
production capacity of the company (Purnamasari &

Fitria, 2015), Total assets were great support the
company can optimize the company's performance in
generating assets. It is stated that there is positive
relationship between company size and ROA.

Another factor affecting Return On Assets
(ROA) is Debt to Asset Ratio (DAR). DAR is the ratio
of total debt and total assets (Hery, 2015), The
meaning of debt is all the debt of company either short
or long term debt. The high value of DAR causes the
bad credit of company. The lower the DAR, the better
the condition of a company. Because only a small
portion of assets financed with debt. If the borrowed
funds the company received a greater yield than the
debt, then income or profits from the company will
increase. Thus there is negative relationship between
DAR and ROA.

Tabel 1. Company Size, Debt to Asset Ratio (DAR) and
Return On Assets (ROA) of Manufacturing Companies in
Automative Sub Sector Listed on the Indonesia Stock
Exchange period 2014-2018

Year | SIZE [ DAR (%) ROA (%)
2014 | 29.01 43.85 5.41
2015 | 29.15 46.62 2.67
2016 | 29.19 46.46 3.56
2017 | 29.21 42.31 9.77
2018 | 29.32 40.08 2.72

Source: Bank Indonesia, data processed

Table 1 points that the size of company
always increase for five consecutive years. However,
this increase is not always followed by a rise in the
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average return on assets. The decrease of assets
occured in 2015 and 2018. In 2015, the company size
increased from 29.01 to 29.15, while ROA decreased
from 5.41% to 2.67%. Similarly, in 2018, the size of
the company increased from 29.21 to 29.32, while
ROA also decreased from 6.77% to 2.72%. The
decline in ROA is due to the increase in assets during
the year is not followed by an increase in profit. This
phenomenon is not in accordance with the existing
theory that the relationship sized companies with
ROA are a positive relationship. On average Debt to
Asset Ratio 2014 to 2017 tended to decrease. Any
reduction in the average Debt to Asset Ratio is always
followed by an increase in Return On Asset. Vice
versa, if there is an increase in Debt to Asset Ratio,
then there is a decline in Return on Assets. However,
in 2018 there was a difference from previous years.
2018 DAR has decreased from 42.31% to 40.08%,
while ROA decreased from 6.77% to 2.72%. The
decrease in Debt Asset Ratio is not followed by Return
On Asset. The phenomenon that occurs not in
accordance with the existing theory that the DAR
relationship with ROA is negative.

Previous studies show that the company size
affects the Return on Assets (ROA) but some studies
state that there is no effect between the company size
and ROA. Similarly, Debt To Asset Ratio (DAR) on
Return On Assets (ROA). There are several studies
performed in company in different periods.

Previous studies conducted by
(Meidiyustiani, 2016), stating that company size has
negative effect on ROA. Different with the study of
(Rusmawati, 2016) which revealed that there is
positive effect of company size on ROA. These results
differ from studies conducted (Nurdiana, 2018) which
states there is no effect of Company size on ROA.

The study carried out by (Darmawan &
Nurochman, 2016) states that DAR has significant
negative effect on ROA. In contrast to study
conducted (Mailinda, Azharsyah, & Zainul, 2018) that
shows a positive siginificant effect of DAR on ROA.
While the research conducted by (Zulkarnaen, 2018)
there is no influence of Debt To Asset Ratio (DAR) on
Return On Assets (ROA).

This study aimed to analyze the effect
Company Size (SIZE) and Debt to Asset Ratio (DAR)
on Return On Asset (ROA) of manufacturing
companies in automotive sub-sector listed on
Indonesia Stock Exchange. This study also purposed
to identify the effect of company size to the debt of
asset ratio  return on assets using multiple linear
regression test for analysing the data.

Literature Review
1. Return On Assets (ROA)

(Hery, 2015) reveals that ROA is a ratio that
shows the assets contribution in making the net profit.
ROA is for measuring company effectiveness to
results the earning from available assets and measure
the efficiency of a company. The high level of ROA

in the company shows the company's profit generated
from asset management within the company can be
said to be good. ROA is indicator that illustrates
financial performance of a company. The higher value
of ROA in a company shows that the financial
performance is good.

2. Company Size

According to (Riyanto, 2013) company size
can be assesed from the equity, sales or total assets.
Company size is according to the total assets of the
company. Great company size is dute to great assets
owned. The greater assets, the greater capital
investment, but the more sales of company the more
debt cycle. (Sujarweni, 2015). According to (Halim,
2015) the larger the size of companies, the tendency
of using foreign capital is also getting bigger. This is
because large companies need large funds to support
their operations, and one alternative is to complete
capital with foreign capital if their own capital is not
sufficient.

3. Debt to Asset Ratio (DAR)

(Hery, 2015) states that Debt to Assets Ratio
is to measure the total debt to total assets. Moreover,
the use of DAR is to quantify the effect of company
debt to the financing assets. (Kasmir, 2016) states that
if a DAR is high, it is increasingly difficult for the
companies to get additional loan, because the
company is worried to cover the debts of the assets.
Based on these opinions, the higher DAR, the greater
company’s debt and vice versa.

Hypothesis
H1 : Company size partially has an influence on
Return On Assets (ROA).

H2 : Debt to Asset Ratio (DAR) has partially influence
on Return On Assets (ROA).

H3 : Company size and Debt to Asset Ratio (DAR)
simultaneously have an influence on Return On Assets
(ROA).

METHODOLOGY

Research Population and Samples

Samples were obtained by purposive sampling
technique and met the following criteria: (1) Listed
Automotive sub-sector manufacturing companies in
the Indonesia Stock Exchange, (2) Automotive sub-
sector manufacturing companies that have financial
reports during the 2014-2018 research period, (3)
Automotive sub-sector manufacturing companies that
use the Rupiah currency in reporting financial
statements, and (4) The companies with complete data
between 2014-2018. The sample involved 12
companies with 60 observations.
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Operational Definition
1. Company Size (Size)

In this study, the measurement of company
size was proclaimed by SIZE. SIZE uses the total
assets alghoritm with data collected from the whole
total assets by adding fixed assets and current assets
to the company. The following is the formula of the
Company Size:

SIZE = Logarithm Natural of Total Asset

2. Debt to Asset Ratio (DAR)

Debt to Asset Ratio is used to quantify
financed company assets and the effect of debt on
management assets. The following is the Debt to
Asset Ratio formula:

Total Debt

DAR = ———
Total Assets

x 100%

3. Return On Assets Ratio (ROA)

Return on Assets (ROA) of the company
shows the company ability in making the profit from
the assets owned. The higher profits from the
company, making the company's profitability level is
also higher. The following is the formula for the
Return on Assets ratio.

Earning After Tax

ROA =
Total Asset

x 100%

Research Model
In determining the effect of company size
and debt to assess ratio on ROA, it is performed
Multiple linear regression analysis with the formula:
Y=a+b, X, +Db,X,+e

Descriptions:

Y = Dependent Variable

a = Constanta

by, b, = Coefficient Regression
X1, X2 = Independent Variable

e = Error

RESULT AND DISCUSSION

Equation of calculation model results of
Multiple Linear Regression Analysis is as follows:

Y =-14,162 + 0,898SIZE - 18,506DAR

Table 2. Result of Partially test (T-test)

Coefficients?
Unstandardized Standa
Coefficients rdized
Coeffi
cients
Std.
Model B Error T Sig.
1| (Con -14,833 | 11,250 -1,318 | ,193
stant)
SIZE ,898 ,390 ,259 2,300 | ,025
DAR | -18,506 3,645 -572 | -5,078 | ,000

Source: Data process by SPSS, 2020

The results indicated that the significant
value of teount in each variant will be compared with the
t table results at n = 58 with a significance level of 5%.
At the error level (a = 0,05) with the 2-sided test, the
free degree (n-k) or 58-2 = 56 was obtained with a
value of tupe (56; 0,025) is 2,003. The following are
the t-results based on the effect of company size
(SIZE) and debt to asset ratio (DAR) on return on
assets (ROA) in the listed sub-sector of automotive
manufacturing companies listed in the Indonesia
Stock Exchange for the period 2014-2018:

1. Company Size (X1) Partially Influence on Return
on Assets (Y)

T- test in table 2 obtained a significance
value of 0,025 < 0,05 then partially there is
siginificant company size. While teount 2,300 >
tianle 2,003. It can be concluded that Ho is rejected
and Ha is accepted Then the Company Size have
a significant positive effect on Return On Assets.

The t- test shows a significance value of
0,025 > 0,05. While the teount 2,300 > trapie 2,003.
The effect is positive of 0,898 means that if there
is an increase in Company Size, there will be an
increase in ROA. Based on the results, Ho is
rejected and Ha is accepted. It can be revealed that
the company size influences on return on assets.

The results shows with the means, if the
company has large size, it means that the
company is able to produce high total asset. A
high asset can support enterprises to optimize the
performance of the company. Companies that
improve performance, production levels may also
increase. With increased production, the company
can generate greater profits. The greater profit,
the lower ROA.

This study results is in accordance with
the study of (Azzahra & Nasib, 2019;
Meidiyustiani, 2016; Rusmawati, 2016), which
shows that Company Size (Size) have a positive
significant influence on Return On Assets (ROA).

2. Debt to Asset Ratio (X2) Partially Influence on
Return On Asset (Y)

The t - test founded in table 2 obtained a
significance value as much as 0,00 < 0,05 then
partially there is a significant debt ratio While the
value of teount < teale = -5,078 < 2,003. Thus it can
be concluded that Ho is accepted and Ha is
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rejected. There is significant negative effect
between DAR and ROA.

This study obtained significance value
of 0,00 < 0,05 then partially DAR on ROA.
While the value of teount < tiable = -5,078 < 2,003.
This value has a negative effect -18,506 meaning
that if there is an increase in Debt to Asset Ratio
(DAR), Return On Assets (ROA) will decrease.
Based on the data, Ho is rejected and Ha is
accepted. There is significant negative effect of
ROA on DAR on Assets in listed automotive
subsector manufacturing in Indonesia Stock
Exchange period 2014-2018.

DAR illustrates the capital structure of
the company as business funding source. A
negative of DAR means the higher DAR, the
higher company composition of the company's
debt compared to the assets so that there is a large
impact on the company's burden on outsiders
because it may increase the debt payment. It is
because the company will fulfill the obligations
before making a profit. The higher the debt of the
asset ratio reflects the higher risk of company and
it shows the decline of ROA.

This results is in accordance with the
study of (ALghusin, 2015; Kartikasari &
Merianti, 2016; Rusmawati, 2016) which shows
that there is significant negative effect of DAR on
ROA.

Table 3. Result of Simultaneously Test (F Test)

ANOVA?
Sum of Mean
Model Squares | Df | Square F Sig.
1| Regression 660,164 | 2] 330,082 | 13,677 | ,000°
Residual 1327,409| 55| 24,135
Total 1987,572| 57

Source: Data process by SPSS, 2020

Based on the test result above, the variable
Company Size (SIZE) and Debt to Asset Ratio (DAR)
simultaneously influence the ROA. The value of Feount
as much as 13,677 which is the Fapie with the freedom
degree in significance value 5% is df1=2 and df2=55,
SO Fuple is F(2;55) = 3,160. Then Feount and Fraple are
compared so that the value 13,677 > 3,160 is obtained
that Feount is higher than Fepie. The significance value
in SPSS is 0,00 which is smaller than 0,05 which
means that Ho rejected and Ha do not rejected. Thus,
it can be conclude that company size and debt to asset
ratio together influence the ROA.

The results of the Company Size and DAR
simultaneously influence on Return ROA, it can be
seen that the Feount i 13,677 which Fpie is obtained
with free degrees at the 5% significance level dfl = 2
and df2 = 55 then Fapie Obtained F (2; 55) = 3,160.

Then Feount and Frapnie compared and the value
13,677 > 3,160 obtained that Fcount is higher than Frape.
The significance value in SPSS is 0,00 which is
smaller than 0,05, that means that Ho is rejected and

Ha is accepted. Thus, it can be concluded that
Company Size and Debt to Asset Ratio
simultaneously have an influence on Return On
Assets.

This results are in accordance with (Kartikasari
& Merianti, 2016) that shows that Company Size and
Debt to Asset Ratio (DAR) simultaneously influence

on ROA.

Table 4. Result of Determination Coefficient Test (R?)

Model Summary®

Mo R R? Adjusted | Std. Error of | Durbin-
del R Square | the Estimate | Watson
1 ,576% | ,332 | ,308 491271 1,831

Source: Data process by SPSS, 2020

Table 4 shows that the R Square (R?) is
0,332. It shows that the Return On Assets is
influenced by 2 independent variable such as
Company Size and Debt to Assets Ratio as much as
33,2% while the remaining as much as 66,8% is
influenced by other variables with not involved
variables.

CONCLUSION

The large size company means that the
company is able to get high total asset. A high asset
can support company to optimize the performance of
the company. Companies that improve performance,
production levels may also increase. With increased
production, the company can generate greater profits.
A greater profit can increase return on assets. So
company size can influence the ROA. This research in
according with the research conducted by (Azzahra &
Nasib, 2019) that shows that Company Size (Size) has
an influence on Return On Assets (ROA).

Company DAR illustrates the company's
capital structure used as a source of business funding.
A negative debt ratio assets indicates that the higher
the debt to asset ratio shows the higher the
composition of the company's debt compared to the
assets so that it has the large impact on the load of
company on paying the debt. It is because the
company will try to fulfill its debt obligations before
making a profit. The higher DAR the higher risk of the
company, it results the decrease of assets return. Thus
the debt of asset ratio can effect of return on assets.
The results of this research is in accordance with the
research conducted by (Kartikasari & Merianti, 2016)
that shows that DAR has an influence on Return On
Assets (ROA).

The total asset to classify big or small a
company and DAR has influence on the company
ability in making the profit. This results is in
accordance with the research conducted by
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(Kartikasari & Merianti, 2016) that shows that
Company Size and Asset Ratio (DAR) simultaneously
have an effect on ROA. So, the company should keep
the stability of the company size and expect to perform
debt management properly to optimize increasing the
level of Return On Assets (ROA) and remain stable.
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