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Abstract— This study aims to analyze the effect of capital structure, 

profitability, company size, and institutional ownership on firm value. 

The population in this study was conducted at Manufacturing 

companies on the IDX in 2019-2021. The data used is secondary data 

taken by purposive sampling method and obtained 186 samples. The 

data analysis technique used in this study is multiple linear analysis. 

The test results show that capital structure and profitability have an 

effect on firm value, while firm size and institutional ownership have 

no effect on firm value..  
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I. INTRODUCTION 

Manufacturing companies are companies whose activities buy 

raw materials and then process raw materials by incurring other 

costs into finished goods ready for sale. In accounting, 

inventory is goods owned by a company with the aim of selling, 

and inventory can be divided into three, namely raw material 

inventory, work in process, and finished goods. 

Firm value can be measured through book value(book 

value) and market value(market value) equity at the time the 

financial statements are issued or published. The book value of 

equity is the value of equity based on the freezing of the 

company. The market value of equity is the value of equity 

based on market prices which is often associated with the 

company's share price in the capital market (Hariati, 2015). 

Based on the Ministry of Industry's records, investment in 

the manufacturing sector during the first quarter of 2018 

reached IDR 63.7 trillion. This realization occurred from 

domestic investment (PMDN) worth IDR 21.4 trillion and 

foreign investment (PMA) of US $ 3.1 billion. As for the metal, 

machine, electronics industry sector, which is the largest 

contributor to the industry, several strategies that have been 

carried out are optimizing the utilization of facilitiesfiscal 

liketax holiday, tax allowance, and exemption from import 

duties on capital goods or raw materials. These facilities are 

provided for industries that carry out R&D and vocational 

activities as well as reductions in income tax for labor-intensive 

industries capable of absorbing more than 1,000 people 

(Kompas, May 26 2018). 

Several factors affect company value, including capital 

structure, profitability, company size, and institutional 

ownership. Capital structure(capital structure) is a balance of 

permanent short-term debt, long-term debt, preferred stock and 

common stock (Martono and Harjito, 2012). 

Profitability shows the relationship between profit and sales 

and profit and investment. Company size is considered capable 

of influencing company value, because the larger the size of the 

company or the scale of the company, the easier it is for the 

company to obtain funding sources, both internal and external 

(Khumairoh, 2016). 

Institutional ownership can increase firm value, by utilizing 

information, and can overcome agency conflicts because with 

increased institutional ownership, all company activities will be 

supervised by institutions or institutions. 

Based on this background, the authors are interested in 

conducting research by taking the title "The Influence of Capital 

Structure, Profitability, Company Size, and Institutional 

Ownership on Firm Value (Case Study of Manufacturing 

Companies Listed on the IDX for the 2019-2021 Period)." 

II. LITERATURE REVIEW AND HYPOTHESIS 

DEVELOPMENT 

Agency Theory 

Agency theory is a contract(nexus of contract) between 

owners of economic resources(principal) and manager(agent) 

who manages the use and control of these resources (Jensen and 

Meckling, 1976:5). The main principle of this theory is the 

existence of a working relationship between parties who give 

authority(agency) i.e. manager andprincipal, namely the owner 

of the company. 

Signal Theory 

Signal Theory explains how managers provide signals to 

investors to reduce information asymmetry through financial 

reports. Signal theory has an important influence on optimal 

capital structure, so that two perspectives of managers appear, 

namely the prospects for the company will be profitable and 

unfavorable. Signal Theory is a theory that can affect the value 

of the company. Theory Signal provide information regarding 

the condition of the company through financial reports to find 

out differences in information. 
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Information Asymmetry Theory 

Information Asymmetry (Asymmetric Information) is a 

condition in which there is an imbalance between the amount 

of information held by company management and the amount 

of information held by outsiders of the company. According to 

Scott (2009:13) there are two kinds of information asymmetry 

namelyadverse selection andmoral hazard. 

The value of the company 

According to Sujoko and Soebinto (2013: 131) company 

value is an investor's point of view of the company's success 

which is often associated with stock prices. Stable stock prices 

tend to increase the value of the company in the long run. Firm 

value plays an important role in showing the prosperity of 

shareholders in the company. High company value will make 

the market not only on current performance, but also on the 

company's prospects in the future. In general, the goal of a good 

company is the companygo public as well as companiesnon 

public is to increase the value of the company. 

Capital Structure 

According to Riyanto (2010: 296) capital structure is the 

balance or comparison between the amount of long-term debt 

and own capital. Optimal capital structure must be in a balance 

between risk and return that can maximize stock prices. 

Because if the risk is higher it tends to reduce stock prices, but 

the other impacts are the expected rate of return will increase. 

Such an increase in the long term can also increase the stock. 

The higher the stock price, the higher the company's value will 

be. The results of research conducted by Yuniastri, Endiana, 

and Kumalasari (2021) and Nopianti (2021) found that capital 

structure has a positive effect on firm value. 

H1: The capital structure affects the value of the company. 

Profitability 

According to Kasmir (2019: 114) profitability is a 

company's ability to seek profit or profit in a certain period. 

Profitability is the company's ability to generate profits. This 

ability will determine how good the company is in the eyes of 

investors from a financial perspective. Profitability growth is 

considered a positive signal by investors because it makes the 

company's performance better and business prospects more 

promising in the future so that it can increase the company's 

value. The results of research conducted by Sunaryo (2020), 

Meli (2020), Haryono (2022) found that profitability has a 

positive and significant effect on company value. 

H2: Profitability affects the value of the company. 

Company Size 

According to Hartono (2008:14) company size(firm size) is 

the size of the company as measured by the total assets or the 

size of the company's assets using the calculation of the 

logarithmic value of total assets. Company size also determines 

the level of investor confidence. The bigger the company, the 

more it is known by the public, which means that it is easier to 

obtain information that will increase the value of the company. 

In addition, large companies that have total assets with a large 

enough asset value can attract investors to invest in these 

companies. The results of research conducted by Dewi and 

Sudiartha (2017) and Sofia and Akhmadi (2018) found that 

company size has a positive effect on firm value. 

H3: Firm size has an effect on firm value. 

Institutional Ownership 

According to widarjo (2010:25) institutional ownership is 

company shares owned by institutions or institutions such as 

companies, insurance companies, banks, investment 

companies, and other institutional ownership. The existence of 

institutional ownership can encourage increased supervision of 

managerial performance. A high level of institutional 

ownership will encourage these institutional investors to carry 

out large monitoring efforts as well. It makes 

behavioropportunistic manager can be prevented. Companies 

with large institutional ownership (more than 5%) show the 

company's ability to monitor management. The results of 

research conducted by Asnawi, Ibrahim, and Saputra (2019) 

found that institutional ownership has a positive effect and 

Yegon (2014) found that institutional ownership has a negative 

effect on firm value. 

H4: Institutional Ownership affects the value of the 

company. 

III. RESEARCH METHODS 

This study uses a quantitative approach method. The 

population taken is all manufacturing companies listed on the 

Indonesia Stock Exchange which have published their 2019-

2021 financial reports. The method used in sampling is 

purposive sampling method in accordance with the sample 

criteria. The sample criteria used are as follows: 1) 

Manufacturing companies listed on the IDX in 2021. 2) 

Manufacturing companies on the IDX that have not published 

a complete annual report during the 2019-2021 period. 3) 

Manufacturing companies on the IDX that do not use the rupiah 

currency in their financial reports during the 2019-2021 period. 

4) Manufacturing companies on the IDX that are not profitable 

during the 2019-2021 period. 5) Manufacturing companies on 

the IDX that do not have complete data on the variables to be 

studied during the 2019-2021 period. 

The data used in this study are the financial reports of 

manufacturing companies listed on the Indonesia Stock 

Exchange (IDX) for the 2019–2021 period. Financial report 

data obtained fromwww.idx.co.id through the Indonesia Stock 

Exchange office. Source of data used in this research is 

secondary. 

This study uses measurements as follows: 

 
TABLE I. Measurement Indicators 

Variable  Source 

Capital 

Structure 
 

Sahara 

and Siddi, 
2022 

Profitability 
 

Sahara 

and Siddi, 
2022 

Company Size 
Firm Size (Company Size ) =LN (Total 

Assets) 

Sahara 

and Siddi, 

2022 

Institutional 

Ownership 
 

Sahara 

and Siddi, 
2022 

Source: Secondary data processed by the author, 2023 
 

http://www.idx.co.id/
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IV. RESULTS AND DISCUSSION 

TABLE II. Descriptive statistics 

  Min Max Mean 
Std. 

Deviation 

SM 174 0,0035 3,8248 0,797710 0,6466413 

P 174 0,0004 0,3636 0,72202 0,0636944 

UP 174 25,0488 33,5372 28,800261 1,7421817 

TO 174 0,0454 0,9856 0,687477 0,1924110 

E.G 174 0,2567 15,6862 2,192035 2,3242953 

Valid 

N 
174     

Source: Secondary data processed by the author, 2023 

 

Based on the results of descriptive statistical analysis, the 

number of data N in this study is 174 companies. The capital 

structure variable has a valueminimum of 0.0035 andmaximum 

3.8248 with an average of 0.797710 and a standard deviation of 

0.6466413. The profitability variable has a valueminimum of 

0.0004 andmaximum 0.3636 with an average of 0.072202 and a 

standard deviation of 0.0636944. The firm size variable has a 

valueminimum of 25.0488 andmaximum 33.5372 with an 

average of 28.800261 and a standard deviation of 1.7421817. 

The institutional ownership variable has valueminimum of 

0.0454 andmaximum 0.9856 with an average of 0.687477 and a 

standard deviation of 0.1924110. 

Testing for normality in this study uses the testCentral Limit 

Theorem (CLT). The number of samples of 186 is greater than 

30, so it can be said that the research data is normally 

distributed. 

 
TABLE III. Multicollinearity Test 

Variable 
Collinearity Statistic 

Information 
Tolerance VIF 

SM 0,786 1,273 
There is no 

multicollinearity 

P 0,792 1,263 
There is no 

multicollinearity 

UP 0,954 1,048 
There is no 

multicollinearity 

TO 0,956 1,046 
There is no 

multicollinearity 

Source: Secondary data processed by the author, 2023. 

 

Based on the multicollinearity test results indicate that the 

valueTolerance Value each independent variable is less than 10, 

so it can be concluded that the data does not have 

multicollinearity. 

 
TABLE IV. Heteroscedasticity Test 

Variable Say (2-tailed) Information 

Capital 

structure 
0,851 There is no heteroscedasticity 

Profitability 0,176 There is no heteroscedasticity 

Company size 0,226 There is no heteroscedasticity 

institutional 

ownership 
0,588 There is no heteroscedasticity 

Source: Secondary data processed by the author, 2023 

 

Based on the results of the heteroscedasticity test shows 

thatsay (2-tailed) all independent variables are greater than 

0.05, so it can be concluded that the data does not have 

heteroscedasticity. 

 

TABLE V. Autocorrelation Test 

Asym Sig. (2-tailed) Information 

0,761 There is no autocorrelation 

Source: Secondary data processed by the author, 2023 

 

Based on the autocorrelation test results show thatasym sig. 

(2-tailed) of 0.761 is greater than 0.05, so it can be concluded 

that there is no autocorrelation. 

 
TABLE VI. Test F 

Model 
Sum of 

square 
df 

Mean 

square 
F Sig. 

Reggresion 333,739 4 84,185 23,797 0,000b 

Residual 597,868 169 3,538   

Source: Secondary data processed by the author, 2023 

 

Based on the results of the f test, it shows that the 

significance value of 0.000 is less than the significance level α 

(0.05), so it can be concluded that the multiple regression model 

meets the requirements and the variables capital structure, 

profitability, firm size, and institutional ownership 

simultaneously affect the value company as well as it can be 

said that the regression model is in conditiongoodness of fit.  

 
TABLE VII. Determination Coefficient Test (R2) 

Model R 
R 

Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

1 0,600a 0,360 0,345 1,8808716 

Source: Secondary data processed by the author, 2023 

 

Based on the results of the regression modelAdjusted R2 of 

0.345, so it can be concluded that 34.5% of firm value is 

influenced by capital structure, profitability, company size, and 

institutional ownership, while the remaining 65.5% is 

influenced by variables not analyzed in the study. 

 
TABLE VIII. Uji-t 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 
t Sig 

B 
Std. 

Error 
Beta 

Constant 3,786 2,444  1,549 0,123 

Capital 

structure 
0,713 0,249 0,198 2,857 0,005 

Profitabil
ity 

24,017 2,523 0,658 9,518 0,000 

Company 

size 
-0,137 0,084 -0,102 -1,626 0,106 

Institutio
nal 

Ownershi

p 

0,056 0,760 0,005 0,074 0,906 

Source: Secondary data processed by the author, 2023 

 

In this study, the regression models that can be compiled are as 

follows: 

NP = 3.786 + 0.713SM + 24.017P – 0.137UP + 0.056KI + e 

Capital Structure. The results of the study show that capital 

structure has an effect on the value of manufacturing companies 

listed on the IDX for the 2019-2021 period. Where the addition 

of debt made by the company will increase the company's stock 

price, so that the value of the sample company increases 

significantly. The results of this study are in line with research 

conducted by Yuniastri, Endiana, and Kumalasari (2021) and 
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Nopianti (2021) who found that capital structure has a positive 

effect on firm value. 

Profitability. The results of the study show that profitability 

affects the value of manufacturing companies listed on the IDX 

for the 2019-2021 period. Companies that have a high level of 

profitability will generate a high net profit from the activities of 

a company. The results of this study are in line with research 

conducted by Sunaryo (2020), Meli (2020), Haryono (2022) 

found that profitability has a positive and significant effect on 

firm value. 

Company Size. The results of the study show that company 

size has no effect on the value of manufacturing companies 

listed on the IDX for the 2019-2021 period. With this, company 

size cannot be used as a benchmark for the value of a company. 

A small company does not necessarily have a bad company 

value. Conversely, large companies do not always have good 

corporate value. The results of this study are in line with 

research conducted by Suwardika (2017), Chasanah (2018), 

Hairi (2019), and Aulia et al. (2020) which states that company 

size has no effect on company value 

Institutional Ownership. The results of the study show that 

institutional ownership has no effect on the value of 

manufacturing companies listed on the IDX for the 2019-2021 

period. This happens because institutional ownership is more 

dominant, has majority shares, which can be seen in the larger 

descriptive statistics, when compared to shares owned by the 

public, or it overrides minority shareholders because they are 

considered more privately profitable. The results of this study 

are in line with research conducted by Tri Wahyuni (2013). 

V. CONCLUSION 

Based on the research results, it can be concluded that capital 

structure and profitability have an effect on firm value, while 

company size and institutional ownership have no effect on firm 

value. Future research is expected to be able to add a longer 

research period and a wider sample size and not be limited to 

manufacturing companies in order to get a generalizable picture 

of research results. Second, to be able to pay attention to other 

variables that can affect company value, such as company age, 

dividend policy, managerial ownership, and so on. 
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