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ABSTRACT 

This study looks at growth potential, leverage, firm size, net working capital, and investment 
opportunity set on cash holding in manufacturing companies listed on the Indonesia Stock Exchange 
(IDX) between 2018 and 2020. The purposive sampling method was utilized to gather 61 samples of 
businesses. Multiple linear regression analysis is applied to analyze the data in this study. SPSS 20.0 
for Windows is used in this data analysis technique. The findings show that: 1) growth opportunity, firm 
size, networking capital and investment opportunity set all have a simultaneous effect on cash holding, 
2) growth opportunity, leverage, and networking capital both have a partial effect on cashholding and 
3) firm size and investment opportunity set all have no partial effect on cash holding. 

Keywords: Cash Holding, Growth Opportunity, Leverage, Firm Size, Net Working Capital, Investment 
Opportunity Set 

 
INTRODUCTION 

Financial statements are critical in the 
company. Because financial statements 
provide accurate and reliable information 
regarding the financial statements and 
assess the company's overall performance, 
a company's financial statements must have 
assets that have an essential role, namely 
cash. Cash is the company's most liquid 
asset that can be easily used or utilized 
freely for the company's operational 
funding. The presence of cash is significant 
in the company because, without cash, the 
company's operational activities cannot 
run. Cash management owned by the 
company is called cash holding (Alicia et 
al., 2020). 

Cash holding is vital in the company's 
financial management system, income, and 
expenditure. Cash holding can control the 
administration within the company so that 
the company can invest or buy shares at any 
time that is profitable for operational 
purposes. Cash holding also has advantages 
and disadvantages. The advantage of cash 
holding is that a company can be more 
scalable and systematic in terms of 

financial expenditures so that the finances 
in the company can be stable, and the 
company can always be ready to issue cash 
suddenly for the benefit of the company. 
Whereas The weakness of cash holding is 
the presence of cash that is too large and too 
long retained, there is an indication that the 
company is not earning optimally so that 
the company cannot grow because the cash 
has been idle for too long. So cash holding 
must be adequately controlled for 
efficiency, and stable levels of company 
profits and cash levels holding company are 
at an optimal point (Alicia et al., 2020). 

According to Andika (2017: 1480), 
the management of the ideal cash holding 
limit must be carefully considered by a 
financial manager considering a finance 
company. When a company receives cash 
inflows, managers must decide whether the 
cash is rushed to investment, profit sharing, 
or kept for the company itself. Several 
factors affect cash holding, including 
growth opportunity, leverage, firm size, net 
working capital, and investment 
opportunity. 

The reasons for choosing the 
consumer goods industry sector are 
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companies in the This sector has a 
relatively long cash conversion cycle 
because it is one of the manufacturing 
companies which must process raw 
materials into finished goods ready for sale. 
The company needs sufficient funds to 
finance operations their company, one of 
which is by determining the optimal level 
of cash. Although there have been many 
similar studies before, it can be seen from 
In the description above there is still a 
research gap, so that researchers are 
interested in conducting research This is to 
provide more empirical evidence about the 
factors that affect cash holding. 

THEORETICAL BASIS 
Cash Holding 

According to Sher (2014:6), cash 
holding is the opportunity cost of allocating 
assets to cash to prevent or prevent 
companies from allocating all assets to 
cash. Cash holding is one of the most liquid 
assets quickly converted to cash, which is a 
short-term investment with insignificant 
changes (Bhanumurthy et al. 2018:261). 

Growth Opportunity 
According to Kartini and Arianto 

(2008:115), the growth opportunity is a 
change in total assets owned by the 
company. Growth Opportunity can be a 
benchmark for determining or considering 
a company's future growth rate and 
describing the achievements of the 
company's operations in the past. 

Leverage 
According to Kasmir (2014:112), 

Leverage is proving the extent of debt used 
to finance company assets. According to 
Sartono (2008:257), in financial 
management, Leverage is the use of assets 
and sources of funds for the company must 
incur or have fixed costs to increase 
investor profits; then, the company uses 
operating and Financial Leverage. 
Leverage also has a side that can increase 
the variability or risk of profit because the 
company earns lower profits than fixed 
costs. It can reduce profits for investors. 

Firm Size 
According to Riyanto (2008:313), 

firm size is the size of the company that the 
value can see of capital, sales, and assets 
owned. Big companies get easy access to 
capital in the capital market, which means 
the company has excellent flexibility 
(Sartono, 2010:249). 
Net Working Capital 

According to Brigham and Ehrhardt 
(2005), net working capital is the difference 
between current assets and liabilities. Net 
working capital is straightforward to 
disburse in the form of cash. Therefore this 
net working capital can be a substitute for 
cash holding. 

Investment Opportunity Set 
Hartono (2016:58) said that 

investment opportunities or Investment 
Opportunity sets (IOS) describe a 
company's breadth of investment 
opportunities or opportunities. Keown et al. 
(2010:214) state an inverse relationship 
between the amount of investment and 
dividend payments. They expect the 
company's dividend payment to decrease 
when the investment opportunity increases. 
Thus the cash owned by the company will 
experience a drastic increase which will 
keep the company in a very stable 
condition.). 

HYPOTHESES 
Based on the theoretical review and 

previous research that has been described 
previously, the research hypothesis can be 
formulated as follows: 
H1: Growth Opportunity, Leverage, Firm 

Size, Net Working Capital, and 
Investment Opportunity has a 
significant effect on Cash Holding in 
Manufacturing companies listed on 
the Indonesia Stock Exchange for the 
period 2018-2020. 

H1a: Growth Opportunity significantly 
affects Cash Holding in the company 
Manufacturers listed on the Indonesia 
Stock Exchange for 2018-2020. 

H1b: Leverage does not affect Cash 
Holding in Manufacturing companies 
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listed on the Indonesia Stock 
Exchange for 2018-2020. 

H1c: Firm Size does not affect Cash 
Holding in Manufacturing companies 
listed on the Indonesia Stock 
Exchange for 2018-2020. 

H1d: Net Working Capital significantly 
affects Cash Holding in the company 
Manufacturers listed on the Indonesia 
Stock Exchange for 2018-2020. 

H1e: Investment Opportunity has no effect 
on Cash Holding in the company 
Manufacturers listed on the Indonesia 
Stock Exchange for 2018-2020. 

METHOD 
The research method used is 

correlational quantitative, which is meant to 
investigate the extent to which variation in 
a variable is related to one or more other 
variables. This research was conducted on 
a manufacturing company registered on the 
Indonesia Stock Exchange for the period 
2018-2020, with a total population in the 
study of 193 issuers. From the population, 
samples were determined by the purposive 
sampling method and several specific 
criteria determined by the researcher so that 
a sample of 61 companies was 
manufactured. Several variables analyzed 
are growth opportunity, leverage, firm size, 
net working capital, investment 
opportunity, and cash holding. Source of 
data in research obtained from the financial 
statements of manufacturing companies 
listed on the Indonesia Stock Exchange 
period 2018-2020, which is taken or 
downloaded from the www.IDX.co.id site 
by the following method: data collection 
using documentation. Research data 
analysis was carried out in several stages: 
descriptive statistical, normality, classical 
assumption, and hypothesis. 
The criteria used as samples in this study 
are as follows: 
1. Manufacturing companies listed on the 

Indonesia Stock Exchange in 2018- 
2020. 

2. Manufacturing companies included in 
the non-cyclical consumer sector listed 
on the IDX in 2018-2020. 

3. Manufacturing companies in the non- 
cyclical consumer sector publish 
complete financial reports in a row 
during 2018-2020 

4. Companies that have complete data for 
measurement of variables in research. 

The author uses the multiple linear 
regression method because, in this study, 
there is more than one independent 
variable. The multiple linear regression 
method tests how much influence the 
independent variable has on the dependent 
variable so that the functional relationship 
between the dependent variable, namely 
Cash Holding. (Y) and the independent 
variable, namely Growth Opportunity (X1), 
Leverage (X2), Firm Siz (X3), Net 
Working Capital (X4), and Investment 
Opportunity (X5). In general, the multiple 
regression equation in this study is 
formulated as follows: 
Y = α + β1X1 + β2X2 + β3X3 + β4X4 + 
β5X5 + ε 
Description : 
Y : Cash Holding 
α: Constant 
β1, β2, β3, β4: Regression coefficient of 
independent variable 
X1 : Growth Opportunity 
X2 : Leverage 
X3 : Firm Size 
X4 : Net Working Capital 
X5 : Investment Opportunity 
ε :Standar error 

 
RESULTS AND DISCUSSION 
a. The Effect of Growth Opportunity on 
Cash Holding 

Based on the results of statistical 
analysis, it can be seen that the variable 
growth opportunity shows a regression 
coefficient of 0.248 with a sig-t value of 
0.000. Results This shows that growth 
opportunity significantly positively affects 
cash holding. Thus H1 is accepted. This 
means that companies with higher growth 
opportunities will increase cash holding 
because the higher the growth opportunity, 
the higher the opportunity to get a greater 
return, thus encouraging the company to 
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hold cash with a more significant amount, 
and the company will prefer to use funds 
internal rather than external to meet 
investment needs. 

This study's results align with the 
trade-off theory, which explains the 
growth. The variable opportunity has a 
significant positive effect on cash holding 
because the company is to establish a policy 
using holding cash reserves in the amount 
where the cash will be used to finance the 
company's investment. Theory The next 
thing that is in line with this research is the 
pecking order theory which says: that if the 
level of investment opportunities is high, 
the company will maximize profits held and 
transferred to cash reserves so that the cash 
holding will experience an increase and the 
company chooses to avoid using external 
funds. Therefore, the results of this study 
are in line with the research of Arta (2020), 
Hengsaputri and Bangun (2020), and 
Andika (2017). However, it is not in line 
with the research of Alicia et al. (2020), 
Setyanimgrum & Setiawati (2021), and 
Mawarti et al. (2020), which stated that 
growth opportunity does not affect cash 
holding. 

Effect of Leverage on Cash Holding 
Based on the analysis results, it can 

be obtained that the regression coefficient 
of leverage is 0.0710 and has a significance 
value of 0.000 (0.000 > 0.05). Then 
leverage has an effect significant to cash 
holding. Thus it can be concluded that H1b 
is rejected. It means the high and low 
leverage reflects the cash held or held by 
the company. When the company's 
leverage is higher, the value of the cash 
holding is owned by the company because 
the company has high total debt, so the 
company operations financed by total debt 
will increase so that the use of the 
company's cash is decreases. With reduced 
use of cash, the company will increase the 
cash held by the company. So that the cash 
held by the manufacturing company in 
large quantities is used as a reserve fund in 
the event of financial distress, in addition to 
cash held in The large amount is used by the 

company to invest for profit the company 
so that from the investment profits, the 
company's debt will be paid. Vice versa, 
when the company's leverage is low, the 
cash holding it has company is also low. 
The higher the use of cash, the higher the 
cash held by the company will be lower. It 
is used to finance the company's operations 
and pay the interest expense or debt 
installments as well as a new investment 
using cash. 
The results of this study support the 
research of Alicia et al. (2020), Arta (2020), 
Margaretha & Dewi (2020), and Andika 
(2017) but are different from the research of 
Elnathan & Susanto (2020), which states 
that leverage has no significant effect on 
cash holding. 

 
Effect of Firm Size on Cash Holding 

Based on the statistical analysis 
results, the firm can be seen. Variable size 
shows a regression coefficient of -0.003 
with a sig-t value of 0.976. According to 
Jinkar (2013), firm size has no effect on 
cash holding for several reasons: 
1. Firm size is related to an investment 

opportunity, better explained by the 
growth opportunity variable. 

2. Most companies in Indonesia are 
companies conglomerates or families 
whose ultimate owner is one. 

3. Because of the proxies that are used. 
The cash holding proxy is cash/total 

assets, while the size is the logarithm of 
assets. Therefore, the hypothesis that firm 
size affects cash holding is rejected. These 
results indicate that firm size does not affect 
cash holding; thus, H1c is rejected. The 
results of this study support research 
conducted by Ferreira & Vilela (2004) and 
Ogundipe et al. (2012), who revealed that 
negative relationship between firm size and 
cash holding. This research is also in line 
with the trade-off theory, which states that 
firm size has an inverse relationship with 
cash holding; the bigger the company, the 
less cash holding the company. This 
happens because large companies prefer to 
invest in growth opportunities than Haris & 
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Raviv's (1990) cash holdings. In addition, 
research This also supports the results of 
research conducted by Darmawan & 
Nugroho (2021), Jinkar (2013), Margaretha 
& Dewi (2020), and Zulyani & Hardiyanto 
(2019), who revealed that firm size has no 
significant effect on cash holding. 
However, the research results This is 
different from the results found by Alicia et 
al. (2020), Arta (2020), Irwanto et al. 
(2019), and Monica & Suhendah (2020), 
which state that firm size affects cash 
holding. 

Effect of Net Working Capital on Cash 
Holding 

Based on the panel data regression 
test, net working capital has a positive 
effect against cash holding. Every increase 
in net working capital will increase cash 
holding, characterized by a regression 
coefficient value of 0.131. This occurs 
because increased net working capital leads 
to higher cash balances. After all, highly 
liquids tend to have higher cash balances 
and vice versa for companies with lower 
liquidity (Anjum & Malik, 2013). 
Companies that have High net working 
capital should hold small amounts of cash. 
This is done because net working capital 
can be a substitute for cash so that the need 
for the company's operations tends to be 
fulfilled, and the company can use cash 
reserves to invest in other assets. 

The results of this study are not 
different from the research of Ogundipe et 
al. (2012), which explains that net working 
capital is used as a proxy for investment in 
current assets used as a substitute for cash. 
When needed, net working capital can be 
liquidated quickly to cover the company's 
cash shortage (Ferreira & Vilela, 2004). 
This research also supports the research that 
has been done by Marfuah & Zulhilmi 
(2014), Sari & Zoraya (2021), Jinkar 
(2013), and Setyaningrum & Setiawati 
(2021) states that net working capital 
affects cash holding. However, different 
from the research results of Hengsaputri & 
Bangun (2020) and Arta (2020), which 
state that net working capital has a 

significant negative effect on cash holding, 
while the results of Andika's research 
(2017) state that net working capital does 
not affect on cash holding. 
Effect of Investment Opportunity Set on 
Cash Holding 

Based on the results of statistical 
analysis, it can be seen that the variable 
investment opportunity set shows a 
regression coefficient of 0.004 with a sig-t. 
Value of 0.493. These results indicate that 
the investment opportunity set does not 
affect cash holding. Thus, H1e is rejected. 
Companies that have significant investment 
opportunity sets tend to hold large amounts 
of cash as a precautionary motive to avoid 
corporate bankruptcy. Companies with 
large investment opportunities will have 
greater costs if the company experiences 
bankruptcy. If the company invests more 
and more, then the company holds larger 
cash to run the company's operational 
activities and reduce the cost of corporate 
bankruptcy. Companies with investment 
Small opportunity sets tend to hold large 
amounts of cash to be placed in investment 
projects. The company wants to convince 
investors that the company can carry out the 
desired project, even though the project has 
a net present value (NPV). 

However, in this study, it is stated that 
the investment opportunity set is not 
influenced by the high and low cash 
holding levels. This is due to the assets 
owned by the company are higher than the 
debt owed by the company. The results of 
this study are the same as the research 
results of Monica & Suhendah (2020), 
which state that investment opportunity set 
does not affect cash holding. However, the 
research results do not reflect the same as 
research by Gunawan et al. (2021) and 
Sanjaya & Yadnyana (2016), which states 
that the investment opportunity set has a 
significant effect on cash holding. 

 
CONCLUSION 

From the explanation and explanation 
of the data analysis above, it can be 
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concluded: 
1. Based on the results of the study 

indicate that growth opportunity, 
leverage, firm size, net working capital, 
and investment opportunity set 
simultaneously have a significant effect 
significant to cash holding. 

2. Based on the results of the study, it 
shows that growth opportunity, 
leverage and net working capital 
partially has a significant effect on cash 
holding. 

3. Based on the results of the study 
indicate that the firm size and 
investment opportunity set partially has 
no effect on cash holding. 

Based on the description that has 
been described above, the suggestions 
which can be stated are as follows: 
1. The period in this study is relatively 

short, only 3 years so that the data used 
are not reflects the condition of the 
company in the long term, future 
suggestions increase the observation 
period 

2. This study only uses five independent 
variables, which are still present 
variables that have not been 
used/researched and have contributions 
that can affect cash holdings. 
suggestions in the future add another 
variable 

REFERENCES 
Adhikara, MF Arrozi, Maslichah, Nur 

Diana, and M. Basjir. "Organizational 
Performance in 
Environmental Uncertainty on the 
Indonesian Healthcare Industry: A 
Path Analysis." 
Academic Journal of Interdisciplinary 
Studies 11.2 (2022): 365-365. 

Alicia, R., Putra, J., Fortuna, W., Felin, & 
Purba, M. I. (2020). Pengaruh Growth 
Opportunity 
, Leverage dan Firm Size terhadap 
Cash Holding. Riset Dan Jurnal 
Akuntansi, 4, 322– 
329. 

https://doi.org/10.33395/owner.v4i2. 
219 

Andika, M. S. (2017). Analisis Pengaruh 
Cash Convertion Cycle, Leverage, 
Net Working 
Capital, dan Growth Opportunity 
Terhadap Cash Holdings Perusahaan 
(Studi Kasus Pada 
Perusahaan Industri Barang 
Konsumsi di Bursa Efek Indonesia 
Periode         2010         -         2015). 
JOM    Fekon,    4(1),    1479–1493. 
https://jom.unri.ac.id/index.php/JOM 
FEKON/article/view/19700 

Arta, D. H. (2020). Pengaruh Leverage, 
Firm Size, Growth Opportunity, Net 
Working Capital, 
dan Tangible Asset Terhadap Cash 
Holding (Studi Empiris pada 
Perusahaan 
Manufacturing yang Listing di BEI 
Tahun 2015-2018). Skripsi. 
Universitas Islam 
Indonesia. Yogyakarta. 
https://dspace.uii.ac.id/handle/12345 
6789/29293 

Bates, T., Kahle, K., & Stulz, R. (2009). 
Why Do Us Firms Hold So Much 
More Cash than 
They Used to? Journal of Finance, 
Vol. 64 No. 5, h: 1985-2021. 

Bhanumurty, N. R.,K. Shanmugan Shriram 
Nerlekar, and Sandeep Hegade. 2018. 
Advances in 
Finance & Applied 
Economics.Springer Nature 
Singapore. Singapore. 

Brigham, E. E. (2005). Financial 
Management Theory And Practice 
(Eleventh Edition). Ohio: 
South Western Cengage Learning. 

Ferreira, M. A. & Vilela, A. S. (2004). Why 
do Firms Hold Cash? Evidence from 
EMU 
Countries.European Financial 
Management, 10(2), 295-319. 

Gunawan, dkk. (2020). Pengaruh IOS, 
Capital Expenditure dan Cash 
Conversion Cycle 
Terhadap Cash Holding Pada Sektor 



109  

Industri Dasar & Kimia Di BEI 2015- 
2019. Jurnal 
Indonesia Sosial Sains. Vol. 2 (5). 
2723 – 6595. 

Harmono. (2015). Manajemen Keuangan. 
Jakarta: Bumi Aksara 

Hartono, Jogiyanto. (2016). Teori 
Portofolio dan Analisis Investasi, 
Edisi   Ke   10,   Yogyakarta   : 
BPFE. 

Hengsaputri, Jeshineta Angeline & 
Bangun, Nurainun. (2020). Pengaruh 
Growth Opportunity, 
Net Working Capital Dan Capital 
Expenditure Terhadap Cash Holding. 
Jurnal 
Multiparadigma Akuntansi 
Tarumanagara. Vol.2:1343-1352. 

Heni Mawarti, Y. C. (2020, Oktober). 
Faktor-Faktor Yang Mempengaruhi 
Cash Holding Pada 
Perusahaan Manufaktur . Tirtayasa 
EKONOMIKA, 5(2), 342-357. 

Irwanto, S. S. (2019, Oktober). Faktor 
Yang Mempengaruhi Cash Holding 
Dan Nilai 
Perusahaan Manufaktur. Jurnal Wira 
Ekonomi Mikroskil. 9(2). 2622-6421. 

Jinkar, Rebecca Theresia. (2013). Analisa 
Faktor-Faktor Penentu Kebijakan 
Cash Holding 
Perusahaan Manufaktur di Indonesia. 
Mini Economica, Edisi 42 : 129-146, 
ISSN: 0216- 
97. 

Kartini dan Tulus Arianto. (2008). Struktur 
Kepemilikan, profitabilitas, 
pertumbuhan Aktiva, 
dan Ukuran Perusahaan terhadap 
Struktur Modal Perusahaan 
Manufaktur di Bursa Efek 
Indonesia. Jurnal Keuangan dan 
Perbankan. Vol. 12 No.1. Hlm: 11 – 
21. 

Kasmir. (2014). Analisis Laporan 
Keuangan. Edisi Pertama. Cetakan 
Ketujuh. PT. 
Rajagrafindo Persada. Jakarta. 

Keown, Arthur J, David F. Scott, Jr John D. 
Martin, J. William Petty. (2010). 

Manajemen 
Keuangan: Prinsip dan Penerapan 
Jilid 1. Edisi Kesepuluh. Jakarta: PT. 
Indeks. 
Moeljadi. (2014). Factors Affecting 
Firm Value : Theoretical Study on 
Public Manufacturing 
Firms in Indonesia. South East. 

Monica, A., & Suhendah, R. (2020). 
Pengaruh Firm Size, Leverage, Dan 
Investment 
Opportunity Terhadap Cash Holding. 
Jurnal Multiparadigma Akuntansi 
Tarumanagara, 
2(1),176–185. 

Myers, S. C. (1977). Determinants of 
Corporate Borrowing. Journal of 
Financial Economics, 
5(2), 147-175. 

Nurwani. (2020). Pengaruh Leverage, 
Ukuran Perusahaan, dan Nilai 
Perusahaan Terhadap 
Cash Holding. Jurnal AKMAMI 
(Akuntansi, Manajemen, Ekonomi), 
2(2), 235–246. 

Ogundipe, L. O., Ogundipe, S. E., & Ajao, 
S. K. (2012). Cash holding and Firm 
Charateristics: 
Evidence from Nigerian Emerging 
Market. Journal of Business, 
Economic and Finance, 
Vol. 52, h. 3-46. 

Riyanto, Bambang. (2008). Dasar-dasar 
pembelajaran perusahaan. 
Yogyakarta: BPFE. 
Sartono, Agus. (2008). Manajemen 
Keuangan Teori dan Aplikasi. Edisi 
Empat. BPFE: 
Yogyakarta. 

Sartono, Agus. (2010). Manajemen 
Keuangan Teori dan Aplikasi. 
Yogyakarta: FE UGM. 

Sethi, M. & Swain, K. R. (2019). 
Determinants of Cash Holding: A 
Study of Manufacturing 
Firms in India. International Journal 
of Managements Studies, 11-26. 

Setyaningrum, N., & Setiawati, E. (2021). 
Pengaruh Growth Opportunity, Net 
Working 



110  

Capital, Cash Conversion Cycle Dan 
Dividend Payout Terhadap Cash 
Holding (Studi 
Empiris Pada Perusahaan Sektor 
Industri Barang Konsumsi Yang 
Terdaftar Di Bursa 
Efek Indonesia Tahun 2015-2018). 
548–557. 
https://doi.org/10.32528/psneb.v0i0. 
5208 

Sher, Galen. (2014). Cashing in for Growth 
: Corporate Cash Holding as an 
Opportunity Investment in Japan. 
International Monetary Fund. 

Suci, N. I., & Ruhiyat, E. (2021). Pengaruh 
Investment Opportunity Set , Cash 
Conversion 
Cycle , Dan Agresivitas Pajak 
Terhadap Cash Holding Pada 
Perusahaan      Property       Dan 
Real Estate. 1(1). 

William, F. S. (2013). Analisis Pengaruh 
Growth Opportunity, Net Working 
Capital, dan  Cash 
Conversion Cycle Terhadap Cash 
Holdings Perusahaan Sektor 
Pertambangan.  Jurnal 
Ekonomi dan Keuangan Universitas 
Sumatera Utara, 1(2 ), 72-90. 

Zulhilmi, Marfuah Ardan. (2014). 
Pengaruh Growth Opportunity, Net 
Working Capital,  Cash 
Conversion Cycle dan Leverage 
Terhadap Cash Holding Perusahaan. 
Jurnal  Universitas 
Islam Indonesia. Vol 5. No 1. 32-43. 
DOI: 
http://dx.doi.org/10.12928/optimum. 
v5i1.7819 


