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This study was conducted on 49 property and real estate companies listed on 

the Indonesia Stock Exchange. Year of observation in this research is the year 

2013-2017. Research samples of 49 property and real estate companies are 

grouped based on their life cycle criteria based on the company's net sales for 

5 years. After the company is grouped based on its life cycle, multiple linear 

regression tests are used to test whether the company's Life Cycle affects the 

company in applying Pecking Order Theory in its funding decision. After 

multiple linear regression tests, the company in the Growth and Mature cycle 

stages is compared to whether firm growth is stronger than mature in applying 

Pecking Order Theory. The results of this study obtained Life Cycle property 

and real estate companies listed on the Stock Exchange did not significantly 

affect the Pecking Order Theory. The life cycle of the company does not affect 

the company in determining its funding decision. The life cycle of the company 

does not affect the company to apply the Pecking Order Theory in determining 

its capital structure. Companies that have been grouped according to their life 

cycle, in determining their capital structure, whether the company will fund 

with internal funds or external funds company, not based on the life cycle of 

the company. 
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1.  Introduction 

 

Company capital as a fulfillment of funds to carry out operational activities can be sourced from internal and 

external funds. Internal capital sources are sources that originate from business activities in the form of retained 

earnings, but internal capital is very limited, so additional capital is needed from third parties to support business 

activities. External funding sources are sources of funds obtained from external parties or third parties in the form of 

debt and other funds obtained from suppliers, banks and capital markets (Sukardi, 2009). 
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When the crisis hit Indonesia in 1998, small and medium scale companies were relatively able to survive compared 

to large companies. The reason is that the majority of small-scale companies are not too dependent on large capital or 

foreign loans in dollar exchange rates. So, when there is fluctuation in exchange rates, large-scale companies that 

generally always deal with foreign currencies are the most potentially affected. 

One financial strategy that is highly applied in relation to a company's life cycle is in terms of funding decisions or 

capital structure. The problem of capital structure is an important problem for every company, because of the merits 

of the company's capital structure will have a direct impact on the financial position of the company. 

Mistakes in determining capital structure will have a broad impact if the company is too large in using debt so that 

the fixed burden that must be borne by the company is getting bigger too. It also means that it will increase financial 

risk, which is the risk when a company cannot pay interest expenses or installments on debt. 

Damodaran (2001), argues that the need for funding sources originating from internal and external at each stage of 

the company's life cycle is largely determined by the company's ability to obtain cash flow and the level of risk 

preference. In general, at the founding stage, many sources of company funds come from company founders (internal 

funding sources) and bank debt. At the expansion stage, the increase in funding needs is met from investment. In the 

high growth stage, the company becomes a public company (external funding source). In the maturity stage, the need 

for external funds begins to decline due to relatively adequate internal funding sources. In the last stage, the declining 

stage, the need for external and internal funds dropped dramatically (Tripathy, 2018; Putri & Sujana, 2018) 

The company's life cycle is a study in strategic management science that discusses the development or 

characteristics of a company's life. Each company will experience five stages of the life cycle, namely the stages of 

establishment, expansion, high growth, maturity, and decline. At each stage of the company's life cycle, the need for 

capital size will be different and to meet those needs the company will use a different funding strategy. 

At each company life cycle, there are differences in the selection of alternative funding made by the company. In 

capital structure theory, one of the theories that describe the order of funding needs of the company is the pecking 

order theory (Dewi & Dewi, 2017; Ogunsiji & Ladanu, 2017). 

In accordance with the Pecking Order Theory, there is no target debt to equity ratio, because there are two types of 

equity capital, internal and external. The company prefers the use of funds from internal capital ie funds originating 

from cash flow, retained earnings and depreciation. The order of use of funding sources with reference to the pecking 

order theory is internal funds (internal funds), debt (debt) and equity (own capital). 

The selection of this funding sequence shows that this funding is based on the level of cost of funds from these 

sources which are also related to the level of risk of an investment. This theory briefly states that: (a) The company 

likes internal financing (funding from the company's operating results in the form of retained earnings), (b) If external 

funding (external financing) is needed, the company will issue the safest securities first, namely starting with the 

issuance of bonds, then followed by securities that are characterized by options (such as convertible bonds), only finally 

if still not sufficient, new shares are issued (Palma et al., 2018). 

 

Literature Review and Hypothesis 

 

According to Napa & Muljadi (1995), the optimal capital structure can be defined as a capital structure that 

maximizes the prosperity of the owners or shareholders or maximizes the value of the company or the company's stock 

price. Another opinion expressed by Weston & Brigham (1997), the optimal capital structure is a capital structure that 

optimizes the balance between risk and returns thereby maximizing stock prices. 

The company's life cycle is a development or characteristic of a company's life. At each stage of the company's life 

cycle, the need for capital will be different. To meet these needs the company will use a different funding strategy. 

Damodaran (2001), in the life cycle analysis of financing theory, describes the funding strategy framework chosen by 

the company in relation to the life cycle stage of the company. 

One financial strategy that is highly applied in relation to a company's life cycle is in terms of funding decisions or 

capital structure. At each company life cycle, there are differences in the selection of alternative funding made by the 

company. In capital structure theory, one of the theories that describe the order of funding needs of the company is the 

pecking order theory. 

This study will examine the pecking order theory of companies that are in the life cycle stages of Start-Up, Growth, 

Mature and Stagnant. Previous research conducted by Bulan & Yan (2009), found that pecking order theory financing 

patterns focused on two stages of the life cycle, namely growth and maturity. 

Primudyastono (2012), tries to provide a deeper understanding of capital structure theory (pecking order theory) in 

various company conditions which are categorized according to the concept of life-cycle. The results of this study 
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indicate that the highest average proportion of debt use occurs during the growth phase. Meanwhile, the average 

proportion of debt usage during the introduction phase is not so different from the maturity phase. 

Monica (2017), examines the application of pecking order theory to companies in a surplus condition. Companies 

in surplus conditions were chosen because the majority of research in pecking order theory in Indonesia only focused 

on one or a few sectors. Pecking order theory was chosen because this theory is a dynamic theory in accordance with 

an imperfect market compared to other capital structure theories. The findings of the study are that non-financial 

companies in Indonesia do not follow the pecking order theory, surplus companies do not follow the pecking order 

theory to repay debts in advance and surplus companies do not pay debts using their own surplus. 

 

Hypothesis 

 

H1: Company Life Cycle in the Start Upcycle effect funding decisions (Pecking Order Theory). 

H2: Company Life Cycle in the Growth cycle effect funding decisions (Pecking Order Theory). 

H3: Company Life Cycle in the Mature cycle effect funding decisions (Pecking Order Theory). 

H4: The Company's Life Cycle in the Stagnant cycle effect the funding decision (Pecking Order Theory). 

 

 

2.  Materials and Methods 

 

This research was conducted at a Property and Real Estate company listed on the Indonesia Stock Exchange (IDX), 

which presents financial reports on the official website of the Indonesia Stock Exchange www.idx.co.id. The time of 

the study was 2013-2017. The population in this study are all Property and Real Estate companies listed on the 

Indonesia Stock Exchange in the period 2013-2017. The sampling technique used in this study is saturated sampling. 

In this study data collection is done by observing, recording and analyzing the financial statements of property and real 

estate companies listed on the Indonesia Stock Exchange. Data analysis techniques in this study used multiple linear 

regression analysis. 

 

 

3.  Results and Discussions 

 

3.1 Multiple Linear Regression Analysis 

 

This analysis is used to determine the effect of Life Cycle on the Start-Up, Growth, Mature and Stagnant Phase of the 

funding decision (Pecking Order Theory). 

 

Table 1 

Start-up phase 

 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 (Constant) .000 .000  . . 

Start up phase 1.000 .000 1.000 . . 

Primary Data, 2019 

 

Table 2 

Growth Phase 

 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 (Constant) .009 .240  .036 .972 

Growth Phase .468 .262 .444 1.787 .097 

Primary Data, 2019 
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Table 3 

Mature Phase 

 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 (Constant) .093 .232  .399 .717 

Mature Phase .777 .224 .895 3.467 .040 

Primary Data, 2019 

Table 4 

Stagnant Phase 

 

Model 

Unstandardized  

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 (Constant) -.406 .201  -2.015 .055 

Stagnant Phase 3.950 1.144 .576 3.453 .002 

Primary Data, 2019 

 

3.2 Company Life Cycle in the Start-Up phase effect funding decisions (Pecking Order Theory) 

 

The first hypothesis (H1) proposed in this study is that the Company's Life Cycle in the Start Upcycle influences 

funding decisions (Pecking Order Theory). The results of the study presented in Table 1 cannot provide output results 

because the number of sample companies in the start-up phase is less than 5 companies, so the first hypothesis cannot 

be concluded. 

 

3.3 Company Life Cycle in the Growth phase effect funding decisions (Pecking Order Theory) 

 

The second hypothesis (H2) proposed in this study is that the Company's Life Cycle in the Growth cycle influences 

funding decisions (Pecking Order Theory). Based on the results of the analysis of the influence of the company's life 

cycle in the growth cycle on the funding decision (Pecking Order Theory) in Table 2 obtained a significance value of 

0.097 with a positive regression coefficient of 0.468. The significance value of 0.097> 0.050 indicates that H2 is 

rejected. These results mean that the company's life cycle in the growth cycle has no effect on funding decisions 

(Pecking Order Theory). Then the second hypothesis is rejected. At the growth stage, the company will experience 

liquidity problems because it relies too much on short-term funding sources due to limited long-term funds. In the high 

growth stage, the company becomes a public company (external funding source). Based on Arifin (2009), research, 

the results show that companies in the growth phase tend to use debt as a choice of corporate capital. Companies in 

the growth stage require many additional sources of funding, not only in internal funding but also external funding. 

 

3.4 Company Life Cycle in the Mature phase effect funding decisions (Pecking Order Theory) 

 

The third hypothesis (H3) proposed in this study is that the Company's Life Cycle in the Mature cycle influences 

funding decisions (Pecking Order Theory). Based on the results of the analysis of the influence of the company's life 

cycle in the mature cycle of the funding decision (Pecking Order Theory) in Table 3 obtained a significance value of 

0.040 with a positive regression coefficient of 0.777. The significance value of 0.040 <0.050 indicates that H3 is 

accepted. This result means that the company's life cycle in the mature cycle influences the funding decision (Pecking 

Order Theory). Then the third hypothesis is accepted. Every company will experience a life cycle that is the stages of 

establishment, growth, maturity, and decline. At each stage of this life cycle, the need for capital will be different. To 

meet these needs the company will use a different funding strategy. At the mature stage, the need for external funds 

begins to decline due to relatively sufficient internal funding sources. 

Companies at the mature stage where they have high profits usually use the profits to reduce debt. As a result, at 

this stage, the portion of corporate debt is the lowest (Wokukwu, 2000). Companies in the mature stage should be able 
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to reduce the portion of their debt by making use of a large starting profit balance. In this study, the company's life 

cycle in the mature cycle influences the company to implement its funding decisions (Pecking Order Theory). 

 

3.5 Determination Coefficient (R2) 

 

The test results give results in which the adjusted R2 size of the Life Cycle model in the Growth Phase (X2) is 

0.135. This means that variations in funding decisions (Pecking Order Theory) can be significantly influenced by the 

Life Cycle variable in the Growth Phase of 13.5 percent while the remaining 86.5 percent is explained by other factors 

not explained in the research model. 

The test results give results in which the life R2 cycle adjusted R2 model in the Mature Phase (X3) is 0.734. This 

means that variations in funding decisions (Pecking Order Theory) can be significantly influenced by the Life Cycle 

variable in the Mature Phase of 73.4 percent while the remaining 26.6 percent is explained by other factors not 

explained in the research model. 

The test results give results in which the magnitude of the adjusted R2 Life Cycle model in the Stagnant Phase (X4) 

is 0.304. This means that variations in funding decisions (Pecking Order Theory) can be significantly influenced by 

the Life Cycle variable in the Stagnant Phase of 30.4 percent while the remaining 69.6 percent is explained by other 

factors not explained in the research model. 

 

3.6 Simultaneous Test Results (Test F) 

 

The feasibility test of the regression model aims to find out whether all identified independent variables (Life Cycle 

in the Start-Up, Growth, Mature and Stagnant Phase) are appropriate to predict funding decisions (Pecking Order 

Theory). This test is often also called the F test. The results of the F test can be seen in the following Table 5: 

 

Table 5 

F Testing Result 

 

Information F Value F Significant 

Life Cycle on Start-Up phase (X1) - - 

Life Cycle on Growth phase (X2) 3,193 0,097a 

Life Cycle on Mature phase (X3) 12,019 0,040a 

Life Cycle on Stagnant phase (X4) 11,922 0,002a 

Primary Data, 2019 

The results of the F test (F test) on the Life Cycle of the Start-Up and Growth Phase show a significance value of P-

value more than α = 0.05. This result gives the meaning that all independent variables namely Life Cycle in the Start-

Up (X1) and Growth (X2) Phase are not quite right to predict or explain the phenomenon of a funding decision (Pecking 

Order Theory). In other words, Life Cycle in the Start-Up (X1) and Growth (X2) phases simultaneously does not 

significantly influence the funding decision (Pecking Order Theory). 

The results of the F test (F test) on the Life Cycle of Mature (X3) and Stagnant (X4) stages show a significance 

value of P-value of 0.040 and 0.002, respectively, less than α = 0.05, this means the regression model used in this study 

is feasible. These results give the meaning that all independent variables namely Life Cycle Mature (X3) and Stagnant 

(X4) phase correctly predict or explain the phenomenon of a funding decision (Pecking Order Theory). In other words, 

the Mature and Stagnant Life Cycle simultaneously has a significant effect on funding decisions (Pecking Order 

Theory). 

 

 

4.  Conclusion 

 

1) From the research results obtained, the funding decisions examined in this study are only limited to internal 

funding decisions, therefore for further research can examine other sources of funding decisions so as to 

describe the company's overall funding decisions. 
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2) From the research results obtained, the suggestion aimed at further researchers is in classifying the company's 

life cycle can use a more varied number of company samples compared to this study, given the limited number 

of companies engaged in the field of Property and Real Estate. 

3) Not all variables that allegedly affect the company's funding decisions apply the Pecking Order Theory 

understudy given the limited information obtained because researchers only use information from the 

company's annual financial report, therefore it is necessary to examine other variables using sources broader 

data. 
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