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ABSTRACT 

This research was conducted to examine the effect of using debt on firm performance within non-financial companies 

listed on the Indonesia Stock Exchange during the Covid-19 pandemic crisis period. This study uses a quantitative 

approach through multiple linear regression analysis. The dependent variable for firm performance is measured by 

Tobin's Q and ROA. The independent variables used for this study are short term debt and long term debt. Whilst the 

control variables are sales growth, firm size, tangibility, paid dividends, and cash flow. This study examines 1,230 

secondary observation data from 410 companies over a period of 3 years. The regression will be divided into 2 

periods, the normal period and the lagged period. This study shows that debt has a significant positive impact on 

Tobin's Q. Nevertheless, debt has an insignificant negative effect on short term debt and significant negative for long-

term debt on ROA. The results difference can be explained by testing the lagged period which proves that Tobin's Q is 

more robust than ROA. Thus, it can be recapitulated that debt has a positive impact on Tobin's Q in the short term 

period and a positive impact on ROA in the long term period.. 
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1. INTRODUCTION 

The financial structure chosen by a firm aims to maximize the welfare of the shareholders. Financial structure 

management which consists of short-term financial management (working capital management) and capital structure 

management needs to be done properly because it has the potential to affect firm performance. The ideal combination 

of debt and equity for a firm is a combination that maximizes firm’s value and minimizes the overall cost of capital 

(Sheikh & Qureshi, 2017). This research will emphasize the impact of using debt on firm performance during a crisis 

due to the global Covid-19 pandemic. Several previous researchers such as  Tan (2015); Zeitun & Saleh (2015) found 

that debt has a negative impact on firm performance. 

There are several previous researchers who have examined similar topics. Angkasajaya & Mahadwartha (2020) 

and Mardones & Cuneo (2020) found that short term debt had a significant negative effect on Tobin's Q, but a 

significant positive effect was found by Mathur et al. (2021). Furthermore, Mardones & Cuneo (2020); Mathur et al. 

(2021); Tan (2015) proved that long term debt has a significant negative effect on TBQ, but has a significant positive 

effect on TBQ according to Angkasajaya & Mahadwartha (2020). Another research was also carried out by 

Angkasajaya & Mahadwartha (2020); Khan et al. (2021); Mathur et al. (2021); Nguyen & Nguyen (2020) who found 

that short term debt had a significant negative effect on ROA, but was significantly positive according to Mardones & 

Cuneo (2020). Another researchs prove that the long term debt variable has a significant negative effect on ROA 

according to Mardones & Cuneo (2020); Mathur et al. (2021); Nguyen & Nguyen (2020); Tan (2015) but significantly 

positive for ROA according to Mardones & Cuneo (2020). Whereas Angkasajaya & Mahadwartha (2020) and Khan et 

al. (2021) found no significant negative effect on ROA. Das et al. (2021) found no significant positive effect on ROA. 

The differences in the effect of using short-term debt and long-term debt on firm performance as measured by 

Tobin's Q and ROA from various previous studies will be examined further through a lag test. The lag test will 

examine the impact of lagged values on firm performance (Ahmad et al., 2012). This study aims to determine the 

effect of short term debt and long term debt on firm performance in non-financial companies listed on the Indonesia 

Stock Exchange (IDX) during the period 2019 to 2021. This research is also aimed at developing previous studies. 
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This research was conducted based on the theory of working capital management, especially current liabilities 

management which can make companies reduce funding costs and increase the funds available for expansion by 

minimizing the amount of funds related to working capital. This research was also conducted based on the 

Modigliani-Miller 1958 theory which states that capital structure is irrelevant to firm value (Hoffmann, 2014). MM 

theory is based on perfect capital market conditions; which cannot be found in the real world. Therefore, several other 

theories emerged, such as agency cost, pecking order theory, and trade-off theory which already assumed an imperfect 

capital market. 

Based on various previous studies and several theories that have been mentioned, the hypothesis used in this study 

predicts that short-term debt and long-term debt each have a positive influence on firm performance as measured by 

Tobin's Q (TBQ) and Return on Assets (ROA). 

2. RESEARCH METHODOLOGY 

This research is a quantitative research because it uses various quantitative data from certain populations that are 

tested statistically and can be measured. This research can be classified as basic research because it aims to contribute 

to basic theoretical knowledge, so it only tests, modifies, then develops theories and research that has been done 

before and is included in causal research because it discusses the cause and effect relationship between the 

independent variables and the dependent variable. The independent variables used are short term debt (short term debt 

divided by total assets) and long term debt (long term debt divided by total assets). While the dependent variable used 

is firm performance as measured by Tobin's Q (TBQ, the sum of total debt with market capitalization divided by total 

assets) and ROA (ratio of net income to total assets). There are control variables that are tested, namely sales growth 

(SG, percentage change in sales to sales of the previous period), firm size (SIZE, natural logarithm of total assets), 

tangibility (TANG, ratio of fixed assets to total assets), paid dividend (DIV , the ratio of share's dividend to share's 

market price), and cash flow (CASH, the sum of earnings after tax with annual depreciation divided by total assets). 

The population used in this study were non-financial companies listed on the Indonesia Stock Exchange (IDX) 

during the Covid-19 pandemic crisis period which met several requirements such as being listed without ever delisting 

or relisting on the IDX throughout 2019-2021; publish company financial reports that are audited every year during 

2019-2021; and have complete data for testing in research. 

The research begins by looking for research gaps from various previous studies and then identifying problems to 

create hypotheses in accordance with related theoretical studies. Data collection is carried out by determining the 

required data for all the variables tested, then downloading financial reports and collecting other secondary data, then 

selecting, processing secondary data, and tabulating data. The results obtained will be analyzed and compared with the 

hypotheses that have been made before testing. 

The data processing method starts with descriptive analysis followed by multiple linear regression analysis. There 

are 4 regression equations that will be used in this study, namely as follows. 

 

Equation 1a: TBQit = α + ꞵ1STDit + ꞵ2LTDit + ꞵ3SGit + ꞵ4SIZEit + ꞵ5TANGit + ꞵ6DIVit + ꞵ7CASHit + CRISIS + 

eit………………………………………………………………..…(1) 

Equation 1b: TBQi(t-1) = α + ꞵ1STDit + ꞵ2STDi(t-1) + ꞵ3LTDit + ꞵ4LTDi(t-1) + ꞵ5SGit + ꞵ6SIZEit + ꞵ7TANGit + ꞵ8DIVit + 

ꞵ9CASHit + CRISIS + eit……………………………………(2) 

Equation 1c: ROAit = α + ꞵ1STDit + ꞵ2LTDit + ꞵ3SGit + ꞵ4SIZEit + ꞵ5TANGit + ꞵ6DIVit + ꞵ7CASHit + CRISIS + 

eit…………………………………………………………………..(3) 

Equation 1d: ROAi(t-1) = α + ꞵ1STDit + ꞵ2STDi(t-1) + ꞵ3LTDit + ꞵ4LTDi(t-1) + ꞵ5SGit + ꞵ6SIZEit + ꞵ7TANGit + ꞵ8DIVit + 

ꞵ9CASHit + CRISIS + eit……………………………….....(4) 
 
Where: α is constant coefficient, CRISIS is dummy crisis, ꞵ is  regression coefficient, and e error. 

This study will divide the examination into 2 time periods, namely the normal period and the lagged 1 period. 

Equation 1a is a regression equation with the dependent variable TBQ, while equation 1b is a regression equation with 

the TBQ dependent variable experiencing a lagged value. Equation 1c is a regression equation with the dependent 

variable ROA, while equation 1d is a regression equation with the dependent variable ROA having a lagged value. 

Next is the panel data model determination test to determine the appropriate method for testing for this research 

through the Chow test (to choose between Common Effects Model or Fixed Effects Model) and the Hausman test (to 

choose between Fixed Effects Model or Random Effects Model). Then the research is continued by conducting a classic 

assumption test which aims to determine the feasibility of data that must meet the BLUE principle. The classical 

assumption test will be carried out successively starting from the normality test, multicollinearity test, autocorrelation 
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test, and heteroscedasticity test. The last step is testing the hypothesis with the F test, t test, and test the coefficient of 

determination. 

 

3. RESULTS AND DISCUSSION 

Ticker that met the requirements for this study were 410 out of 650 tickers of non-financial money companies 

registered on the IDX from 2019 to 2021. Thus, a total of 1,230 observations were obtained. Appendix 1 presents the 

results of the research descriptive statistics showing the mean, median, max, and min values of all research variables. 

Next is the normality test as seen from the results of the Jarque-Bera probability for the TBQ variable of 0,000000 and 

the ROA variable of 0,004388. These numbers indicate that the data is not normally distributed. However, this study 

uses a sample size greater than 30, so the data is assumed to be normally distributed with the assumption of the 

Central Limit Theorem described by Gujarati & Porter (2009). 

Next is the multicollinearity test which aims to determine the relationship between the independent variables and 

the control variables. Appendix 2 describes the correlation between variables that is less than 0.8. Therefore, it can be 

concluded that the variables studied are free from multicollinearity. This study uses panel data that tests several 

companies over a certain period. According to Gujarati & Porter (2009), autocorrelation generally occurs in time-

series data because the data used is only one company for several periods 

Appendix 2 proves that the independent variable STD has a coefficient value of 1.005733 and a probability value 

of 0.0000 for the TBQ dependent variable. These results prove that the independent variable short term debt has a 

significant positive effect on firm performance as measured by Tobin's Q on non-financial companies listed on the 

IDX during the Covid-19 pandemic crisis period. So, hypothesis 1 (H1) of the study is accepted because it is in 

accordance with the test results. This conclusion is in accordance with various studies that have been conducted by 

Mathur et al. (2021) which states that financing with debt provides certain signals for investors, such as companies 

with positive cash flows to pay debt bonds. He stated that funding through debt can strengthen the book value to 

market value which also supports the research results. The positive effect between short-term debt and Tobin's Q 

indicates that financing through debt can provide a signal for information. The intended signal is that the company has 

positive cash flow to pay debt obligations. 

Appendix 2 also describes the coefficient value of the independent variable LTD on the dependent variable TBQ 

of 0.980553 and a probability value of 0.0000. Thus it can be concluded that the independent variable long term debt 

has a positive and significant effect on firm performance as measured by Tobin's Q on non-financial companies listed 

on the IDX during the Covid-19 pandemic crisis period. These results indicate that the test results are in line with 

hypothesis 2 (H2) of the study, so the hypothesis is accepted. The results of this test are supported by previous 

researchers, Angkasajaya & Mahadwartha (2020), which proves that an increase in the amount of long-term debt will 

cause the firm performance as measured by Tobin's Q also increase. Angkasajaya & Mahadwartha (2020) states that 

companies choose to use long-term debt if they have definite cash flows in the future. 

On the other hand, Appendix 2 shows the lag test on the TBQ dependent variable. Lagged value gives the opposite 

effect to the normal period. Thus, the effect of short-term debt and long-term debt on the TBQ variable occurs at the 

same time. The TBQ dependent variable is able to provide a quick reaction or in the same period because there is the 

influence of external factors in the form of an investor's point of view that is also considered (Angkasajaya & 

Mahadwartha, 2020). 

The coefficient and probability values of the independent variable STD on the dependent variable ROA in 

Appendix 2 are -0.000535 and 0.2316 respectively. These two numbers mean that the independent variable short term 

debt has a negative and insignificant effect on the dependent variable firm performance as measured by ROA in non-

financial companies listed on the IDX during the Covid-19 pandemic crisis period. Thus, hypothesis 3 (H3) at the 

beginning of the study was rejected because the test results stated that the short term debt variable had no effect on the 

ROA variable. Several previous researchers, such as Angkasajaya & Mahadwartha (2020); Khan et al. (2021); Mathur 

et al. (2021); Nguyen & Nguyen (2020), has also proven negative but significant results. According to Angkasajaya & 

Mahadwartha (2020), the lower the level of short-term debt used by the company, the cost of debt will decrease, 

thereby increasing the company's profitability which of course has a positive impact on the company. Angkasajaya & 

Mahadwartha (2020) also argued that the company’s costs incurred by paying short-term debt are greater than using 

internal funding through retained earnings. Mathur et al., (2021) argues that interest payments from the issuance of 

debt can reduce the company's cash flow and available funds for investment, so this has a negative impact on the 

company's performance. 
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In Appendix 2 it is also proven that the independent variable LTD has a coefficient value of -0.000655 and a 

probability value of 0.0154 for the dependent variable ROA. These values prove that the independent variable long 

term debt has a significant negative effect on the dependent variable firm performance as measured by ROA in non-

financial companies listed on the IDX during the Covid-19 pandemic crisis period. This finding is not in line with 

hypothesis 4 (H4) which states a significant positive relationship. Then hypothesis 4 is rejected. The results of this 

study are in accordance with the pecking order theory and are consistent with previous researchers such as Mathur et 

al. (2021); Nguyen & Nguyen (2020); Tan (2015). The pecking order theory states that high debt financing could 

decrease firm’s value because debt is an obligation that must be repaid so that a company's financial risk will increase 

resulting in a company's liquidity and operational risks. According to Mathur et al. (2021), high debt interest can 

reduce firm performance because interest payments from debt issuance can reduce the company's cash flow. Referring 

to the results of research conducted by Tan (2015), firm performance decreased during the crisis so that the 

performance of companies with low debt is superior to companies with high debt. 

Appendix 2 presents the regression results for the lagged period using ROA as the dependent variable. With the 

lagged on the book value, the variables of short-term debt and long-term debt actually have a significant positive 

effect on the ROA variable. Changes in results due to this lag can be explained by the research conducted Beaver & 

Ryan (2000). Beaver & Ryan (2000) states that lag makes unexpected economic gains (losses) to be recognized in the 

book value in the long term rather than in the short term, so that the book value temporarily has a lower value than the 

market value. In addition, the ROA variable has a slow reaction, so that the influence of the independent variables will 

be seen in the long term. 

Appendix 2 show a probability value of 0.000000 which is smaller than 0.05. So it can be interpreted that found a 

significant influence between all independent variables short term debt and long term debt on the dependent variable 

TBQ and ROA. The coefficient of determination in Appendix 2 shows that this study is able to explain the dependent 

variable firm performance as measured by TBQ of 99.97% - 99.98%. The remaining 0.12% - 0.13% is influenced by 

factors outside the research. These two measurements gave similar results, so consistent results were found, namely 

the influence of the independent variables on the dependent variable of the study. Furthermore, the coefficient of 

determination in Appendix 2 shows that the independent variables (STD and LTD) can explain the dependent variable 

ROA of 99.99%. The residual value of 0.01% is explained by several other variables not tested in this study. 

4. CONCLUSION 

This research is intended to prove the impact of using debt on firm performance during a crisis due to the global 

Covid-19 pandemic. By using data from 1,230 non-financial companies listed on the IDX during 2019-2021 which 

were processed using multiple linear regression, there are 2 hypotheses that are accepted and 2 hypotheses rejected. 

Short term debt and long term debt were found to have a significant positive effect on firm performance as measured 

by Tobin's Q in the normal period but significantly negative in the lagged period. Short term debt was found to have 

an insignificant negative effect on firm performance as measured by ROA in the normal period but significantly 

positive in the lagged period. Long term debt was found to have a significant negative effect on firm performance as 

measured by ROA in the normal period but significantly positive in the lagged period. The difference in results in the 

normal period and the lagged period proves that the Tobin's Q variable is a more robust variable than the ROA 

variable because it is able to react more quickly. The Tobin's Q variable is closely related to market capital where the 

information can be accessed directly by all investors. While the ROA variable uses book value, so there is a 1 year lag 

that occurs due to the issuance of the company's financial statements in the following year. 

This research certainly has various limitations, such as the research period which is only limited during 2019-2021 

so that it cannot see the impact of debt on firm performance in the longer term. Even though it has weaknesses, this 

research has been able to become a reference for companies and other researchers to make a decision because this 

research has used a fairly large amount of data. Future researchers are expected to be able to maximize this research as 

reference material for future research development. Some examples of development that can be done are expanding 

the research object, extending the research period, using other firm performance measurement tools such as ROE and 

EPS, using independent variables from the market based side such as yield to maturity, as well as using other variables 

that have not been used in this study. 
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Appendix 1. Descriptive Statistics 

 TBQ ROA STD LTD SG SIZE TANG DIV CASH CRISIS 

 Mean 0,767 0,014 0,304 0,201 0,061 14,830 0,355 0,012 0,025 0,666 

 Median 0,536 0,015 0,239 0,143 0,016 14,766 0,324 0,000 0,021 1,000 

 Maximum 18,107 2,071 2,908 2,118 8,370 19,004 0,988 0,479 2,071 1,000 

 Minimum 0,002 -1,049 0,000 0,000 -0,997 8,918 0,000 0,000 -1,049 0,000 

 Observations 1.230 1.230 1.230 1.230 1.230 1.230 1.230 1.230 1.230 1.230 

 

Apendix 2. Statistics Results 

Period Normal Period TBQ Normal Period ROA Lagged Period TBQ Lagged Period ROA 

Variable B t-Stat Prob. B t-Stat Prob. B t-Stat Prob. B t-Stat Prob. 

C 0,011519 1,859 0,0000*** 0,002463 -0,816 0,4146 0,353277 -2,890 0,0039*** 0,009225 6,771 0,0000*** 

STD 0,001037 9,694,130 0,0000*** 0,000447 -1,197 0,2316 0,321081 7,163 0,0000*** 0,008384 -4,279 0,0000*** 

STD(-1)             0,343878 -3,069 0,0022*** 0,008979 2,901 0,0038*** 

LTD 0,002784 3,522,603 0,0000*** 0,000506 -2,427 0,0154** 0,333868 5,285,598 0,0000*** 0,008718 -3,898 0,0001*** 

LTD(-1)             0,334053 -3,819 0,0001*** 0,008723 4,961 0,0000*** 

SG 0,000106 7,514,999 0,0000*** 9,17E-05 -3,711 0,0002*** 0,068005 -1,671,302 0,0950* 0,001776 1,082 0,2795 

SIZE 0,000731 3,232,317 0,0013*** 0,000156 -3,126 0,0018*** 0,023212 3,035,078 0,0025*** 0,000606 -7,028 0,0000*** 

TANG 0,005247 8,723,364 0,0000*** 0,000422 -6,090 0,0000*** 0,153850 3,576,622 0,0004*** 0,004017 -4,760 0,0000*** 

DIV 0,041097 -4,865 0,0000*** 0,000393 -6,189 0,0000*** 1,193,849 0,106810 0,9150 0,031174 -2,952 0,0032*** 

CASH 0,003740 5,740,314 0,0000*** 0,000239 4.160 0,0000*** 0,355831 7,194,239 0,0000 0,009292 9,845 0,0000*** 

CRISIS 0,000128 -6,761 0,0000*** 6,06E-05 -1,080 0,0000***             

R-squared 0,999800 0,999903 0,179677 0,961736 

Adjusted R-squared 0,999697 0,999853 0,170563 0,961311 
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