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Abstract

This study aims to examine the effects of capital structure, profitability, and firm size on the firm
value of companies in the food and beverage sub-sector listed on the Indonesia Stock Exchange
(IDX) during the 2021-2025 period. This study employs a quantitative approach using secondary
data obtained from companies’ annual financial statements. Capital structure is measured using
the Debt-to-Equity Ratio (DER), profitability is measured using Return on Assets (ROA), firm size
is measured using the natural logarithm of total assets (LNTA), and firm value is measured using
Price-to-Book Value (PBV). The sample was selected using purposive sampling based on
predetermined criteria, resulting in 9 companies and 54 firm-year observations. Data were
analyzed using multiple linear regression with the coefficient of determination, F-test, and t-test
using SPSS. The results indicate that capital structure, profitability, and firm size simultaneously
have a significant effect on firm value. Partially, capital structure and profitability have a
significant effect on firm value, whereas firm size does not have a statistically significant effect on
firm value. These findings indicate that capital structure and profitability are important factors
associated with firm value among food and beverage companies listed on the IDX during the study
period, while firm size does not demonstrate a significant partial relationship with firm value.
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Introduction

Increasingly competitive business conditions require manufacturing companies,
particularly those operating in the food and beverage subsector, to maintain their
competitiveness and create value for shareholders. Firm value is an important indicator
of how the market perceives a company's performance and future prospects. A higher
firm value generally reflects positive investor perceptions regarding the company's
financial performance, growth prospects, and ability to generate returns for
shareholders. Therefore, identifying the financial factors associated with firm value is
important for both corporate managers and investors.

Firm value can be assessed using several market-based indicators, including the
Price-to-Earnings Ratio (PER), Tobin's Q, and Price-to-Book Value (PBV). In this study,
firm value is measured using PBV, which compares a company's market price per share
with its book value per share. PBV is commonly used to reflect how the market values a
company relative to the accounting value of its equity. A higher PBV indicates that the
market assigns a higher value to the company relative to its book value. Therefore, PBV is
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considered an appropriate indicator for examining investors' perceptions of firm value
in publicly listed companies.

Several financial factors may be associated with firm value, including capital
structure, profitability, and firm size. Capital structure reflects the proportion of debt
and equity used to finance a company's operations. In this study, capital structure is
measured using the Debt-to-Equity Ratio (DER), which indicates the proportion of debt
relative to shareholders’' equity. A higher DER indicates greater reliance on debt
financing and may consequently increase the company's financial risk. However, debt
financing can also provide tax benefits because interest expenses are generally
deductible for tax purposes. This trade-off between the benefits and costs of debt is
consistent with the trade-off theory of capital structure (Brigham & Houston, 2019).
Thus, the relationship between capital structure and firm value may depend on how
effectively a company manages its debt.

Profitability is another important factor that may influence firm value.
Profitability reflects a company's ability to generate earnings from the resources under
its control. In this study, profitability is measured using Return on Assets (ROA), which
indicates the extent to which a company is able to generate profit from its total assets.
Higher profitability may provide a positive signal to investors because it indicates more
efficient utilization of company resources and stronger financial performance. Positive
investor perceptions may subsequently increase demand for the company's shares and
contribute to higher market valuation (Nurhayati, 2013).

Firm size may also be associated with firm value. Firm size can be represented by
total assets, sales, or other indicators of the scale of a company's operations. Larger
companies generally possess greater resources and may have broader access to financing
sources. In addition, their established market position may provide investors with
greater information regarding their operations and financial performance. In this study,
firm size is measured using the natural logarithm of total assets (Ln Total Assets). The
logarithmic transformation is used to reduce differences in scale among companies and
facilitate comparison across observations.

Previous empirical studies have reported inconsistent findings regarding the
relationships between capital structure, profitability, firm size, and firm value. Susilo
(2023), for example, reported that capital structure, profitability, and firm size did not
have a significant effect on firm value. In contrast, Dian Eka Siswanti and Sutjipto Ngumar
(2019) found that capital structure and profitability had significant effects on firm value,
whereas firm size did not have a significant effect. Meanwhile, Dewi Anggraini and Ani
Siska (2019) reported that capital structure and firm size significantly affected firm
value, while profitability did not have a significant effect. These inconsistent findings
indicate that the relationships between these financial characteristics and firm value
may vary across samples and research contexts.

The inconsistency in previous findings provides a basis for conducting further
research on the determinants of firm value. However, the present study focuses
specifically on companies in the food and beverage subsector listed on the Indonesia
Stock Exchange during the 2021-2025 period. This sector is particularly relevant
because food and beverage companies operate in a highly competitive consumer market
and require effective financial management to maintain operational sustainability and
investor confidence. Examining capital structure, profitability, and firm size
simultaneously may provide a more comprehensive understanding of the financial
factors associated with firm value within this specific subsector.

Based on this background, this study aims to examine the effects of capital
structure, profitability, and firm size on the firm value of food and beverage companies
listed on the Indonesia Stock Exchange during the 2021-2025 period. Specifically, this



study addresses two research questlons (1) Do capital structure, profitability, and firm
size simultaneously have a significant effect on firm value? and (2) Which independent
variable demonstrates the strongest partial effect on firm value?

Literature Review
Firm Value

Firm value represents the market's perception of a company's overall
performance and future prospects. According to Sudana (2011), firm value can be viewed
as the present value of expected future income or cash flows generated by a company.
From an investor perspective, firm value is reflected in the market valuation of the
company's shares and represents investors' expectations regarding its future
performance.

Firm value can be measured using several indicators, including the Price-to-

Earnings Ratio (PER), Tobin's Q, and Price-to-Book Value (PBV). PER compares the
market price of a share with earnings per share, while Tobin's Q compares the market
value of a company with the replacement cost of its assets. PBV compares the market
price per share with the book value per share.
This study uses PBV as the measure of firm value because it provides a market-based
assessment of how investors value a company relative to the accounting value of its
equity. PBV can also facilitate comparisons among companies with different asset scales
and capital structures. Therefore, PBV is considered an appropriate measure for
examining firm value in the context of publicly listed food and beverage companies.

Capital Structure

Capital structure refers to the composition of financing used by a company,
particularly the relative proportion of debt and equity. Capital structure decisions are
important because the use of debt involves both potential benefits and financial costs.
Debt financing may provide tax advantages through the deductibility of interest
expenses, but excessive debt may increase financial risk and the probability of financial
distress.

In this study, capital structure is measured using the Debt-to-Equity Ratio (DER),
which represents the proportion of total debt relative to shareholders' equity. A higher
DER indicates greater dependence on debt financing. From the perspective of investors, a
high DER may indicate greater financial risk. However, debt can also contribute to firm
value when the funds obtained through debt are used effectively to generate returns that
exceed the associated financing costs.

The relationship between capital structure and firm value can be explained by the
trade-off theory. The theory suggests that companies determine their optimal capital
structure by balancing the benefits of debt, such as tax advantages, against the potential
costs associated with financial distress and agency problems (Brigham & Houston, 2019).
Accordingly, the effect of capital structure on firm value is an empirical question that
should be examined within the specific characteristics of the sample.

Profitability

Profitability reflects a company's ability to generate earnings from the resources
available to it. According to Sudana (2011), profitability ratios measure the effectiveness
and efficiency of a company's use of assets, capital, and sales to generate profit.
Profitability is therefore an important indicator for investors when evaluating a
company's financial performance and future prospects.
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This study measures profitability using Return on Assets (ROA). ROA indicates the
amount of profit generated from the company's total assets and reflects the efficiency
with which those assets are utilized. A higher ROA indicates that a company is more
effective in generating earnings from its asset base.

Higher profitability may send a positive signal to investors because profitable
companies are generally perceived as having stronger financial performance and greater
capacity to generate future returns. Positive market perceptions may increase investor
demand for the company's shares and consequently increase its market valuation.
Therefore, profitability is expected to be associated with firm value.

Firm Size

Firm size refers to the scale of a company's operations and resources. It can be
measured using indicators such as total assets, sales, or equity. Riyanto (2013) explains
that company size can be associated with a company'’s ability to access external financing
and its position within capital markets.

Larger companies may possess greater asset resources, broader operational
capacity, and potentially better access to financing. These characteristics may influence
investors' perceptions of the company's stability and future prospects. However, firm
size does not necessarily guarantee higher firm value because market valuation also
depends on the company's profitability, growth prospects, financial risk, and ability to
utilize its resources efficiently. In this study, firm size is measured using the natural
logarithm of total assets (Ln Total Assets). Total assets represent the resources
controlled by a company, while the logarithmic transformation helps reduce scale
differences among companies and makes the variable more suitable for statistical
analysis.

Research Methods
Research Design

This study is a type of causal-associative research using quantitative data. The
associative approach aims to identify relationships or influences between variables.

Population and Sample

The population is the domain of generalisation comprising objects/subjects with
specific quantities and characteristics defined by the researcher for study, from which
conclusions are subsequently drawn (Sugiyono, 2015: 148). The population in this study
comprises the financial statements of all manufacturing companies in the food and
beverage sub-sector listed on the Indonesia Stock Exchange (BEI) for the period 2017-
2022, totalling 51 companies.

A sample is a subset of the population that shares the same characteristics as the
population (Sugiyono, 2015: 149). The research sample was determined using purposive
sampling, which is a non-random sampling method that selects only those units meeting
specific criteria. These criteria include: 1) companies generating positive revenue, 2)
companies that published annual reports during the period 2017-2022, 3) companies
possessing the data required for the study, and which have not been delisted or
undergone a merger. Thus, the sample for this study comprises nine manufacturing
companies in the food and beverage sub-sector listed on the Indonesia Stock Exchange
(IDX) for the period 2017-2022, with a total sample of 54 financial statements from these
companies.



The data collection method employed was the documentary method. This involved

gathering data from various sources of literature as well as from annual reports
published by the IDX.

Research Variables

The independent variables in this study include: 1) capital structure, measured by
the DER (Debt to Equity Ratio); 2) profitability, measured by ROA (Return on Assets); and
3) company size, measured by Ln Total Assets. Meanwhile, the dependent variable is
company value, measured by PBV (Price to Book Value).

Analytical Techniques

The analytical technique used in this study is multiple linear regression analysis to
determine the effect of the independent variables on the dependent variable. Data
processing was carried out using SPSS software.

Results
Results of the Multiple Linear Regression Equation

Given that the study involves more than one independent variable, multiple linear
regression was employed. The multiple linear regression model is as follows:

Y=a+bi1X: +b2X; +b3X3 +e€

Notes:

Y = Company Value

A = Constant coefficient

b1-b3 = Regression coefficients for each variable
X1 = Capital structure

X2 = Profitability

X3 = Firm size

e = estimate of the error for each variable

The results of the multiple linear regression test on the effect of the independent
variables on the dependent variable are as follows:

Table 1.
Results of the Multiple Linear Regression Test

Coefficients®

Standardized

Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) 57.065 50.590 1.128 2654

DER 39.208 9.999 470 3.921 .000f

ROA AT3) 220 256 2.153 0364

LnAsset -6.808 10.660 -077 -.639 .526)

a. Dependent Variable: PBV

Based on this table, the following regression equation can be derived:
Y =57.065 + 39.208X1+ 0.473X:- 6.808X3+ e



The regression equation above can be explained as follows:

a. The constant in the equation above is 57.065; this figure represents the company’s
value if the values of X1, X;and Xzare ignored.

b. The regression coefficient (b;) for the capital structure variable (Xi) is positive
(39.208), meaning that every 1 (one) unit increase in the capital structure variable
will increase the value of the firm by 39.208.

c. The regression coefficient (b2) for the profitability variable (X:) is positive (0.473),
meaning that a one-unit increase in the profitability variable will increase the firm
value variable by 0.473.

d. The regression coefficient (bs) for the firm size variable (X3) is negative (-6.808),
meaning that a one-unit increase in the firm size variable reduces the value of the
firm value variable by 6.808.

Results of the Coefficient of Determination Test (?*)

According to Ghazali (2018), to determine the extent to which the independent
variables can explain the dependent variable, it is necessary to know the value of the
coefficient of determination (R-squared). The results of the coefficient of determination
test are as follows:

Table 2.
Coefficient of Determination (R*)
Model Summary®

Mode Adjusted R Std. Error of Durhin-
| R R Square Sguare the Estimate Watson

1 5407 202 249 54.00275 851
a. Predictors: (Constanf), LnAsset, ROA, DER

b. Denendent Variable: PBY

Based on the table above, the R-squared value is 0.292 (29.2 per cent), indicating
that the independent variables—comprising capital structure, profitability and firm size
account for 29.2 per cent of the variation in the dependent variable, namely firm value.
The remaining 70.8 per cent is explained by other unknown factors or independent
variables not included in this study.

Hypothesis Test Results

The F-test aims to determine whether the independent variables (X)
simultaneously (collectively) have a significant effect on the dependent variable (Y)
(Ghozali, 2018). The acceptance criterion for the F-test is that if the cicuateaF-value is
greater than e tabieF.vae,0risthe significance level is less than 0.05, then y,is rejected and
u,is accepted; this means that the independent variables have a significant effect on the
dependent variable.



Table 3.

Results of the F-Test (Simultaneous)
ANOVA®

Model

Sum of Squares

df

Mean Square

Sig.

Regression
Residual

Total

60302.513

146301.291

206603.803

53

20100.838

2926.026

6.870

0017

a. Predictors: (Constant), LnAsset, ROA, DER

b. Dependent Variable: PBV

Table 3 shows that the ciculaieaF-value is 6.870, which is greater than e tabicF-value of
2.79, with a significance level of 0.001, which is less than 0.05. It can be concluded that
Hois rejected and Hiis accepted, meaning that capital structure, profitability and firm size
simultaneously (collectively) have a significant effect on firm value.

Meanwhile, the t-test aims to determine the extent to which the independent
variables influence the dependent variable individually (partially) (Ghozali, 2018).

Table 4.
Results of the t-Test (Partial)

Coefficients®

Standardized

Unstandardized Coefficients Coefficients

[Model

B

Std. Error

Beta

Sig,

(Constant)
DER

ROA

LnAsset

57.065

39.208

AT3

-6.808

50.590

9.999

220

10.660

470

256

-077]

1.128

3921

2.153

-639

265

.000

036}

.326)

a. Dependent Variable: PBV

Table 4 shows that the capital structure variable (DER) has a t-value of 3.921, which
is greater than the t.pe 2.0086; it can therefore be concluded that Hyis rejected and Hiis
accepted, meaning that capital structure has a significant effect on firm value. The
profitability variable (ROA) is found to have a t-value 2.153, which is greater than the t-
table 2.0086; it can therefore be concluded that Hyis rejected and is accepted, meaning
that profitability has a significant effect on firm value.The firm size variable (Ln Assets)
has a t.value0.639, which is greater than the t- table2.0086; with a significance level of
0.526 > 0.05, it can be concluded that Hyis accepted and H,is rejected. This means that
firm size does not have a significant effect on firm value. Of these three independent
variables, it is evident that capital structure has a dominant influence on firm value; this
is demonstrated by the highest t-value compared with the other independent variables.

Discussion

The results of this study demonstrate that capital structure has a significant effect
on firm value; indeed, it exerts a dominant influence on firm value compared with the
other independent variables in this study. The higher the capital structure (DER value),
the higher the firm’s value. A capital structure composed of more debt than equity is, in
fact, arisk in the eyes of investors. However, when a firm is able to make sound decisions



v o ] — =
and effectively manage the use of debt to improve its performance by maximising profit,
this shifts investors’ perception to view it as an opportunity that may ultimately enhance
their welfare. This leads to a rise in share prices, thereby increasing the firm’s value.
From another perspective, investors consider that a company’s ease of accessing debt as
a source of external funding reflects external parties’in this case, creditors’confidence in
the company’s ability to manage that debt in a way that benefits the company, such as
through new investments or business expansion.

Profitability, as measured by ROA (Return on Assets), also has a significant impact
on a company’s value. High profitability sends a positive signal to investors to invest in
the company. Profitability reflects the company’s sound financial performance; the
company is able to enhance shareholder wealth through dividends. High investor
demand, driven by the company’s strong profitability, causes the company’s share price
to rise, which in turn leads to an increase in the company’s value.

Meanwhile, company size, as proxied by Ln Assets, shows the opposite result,
namely a negative effect and no significant impact on the company’s value. This is
inconsistent with research conducted by Dewi and Ani (2019) and Susilo (2023), which
states that company size has a significant impact on the company’s value. From an
investor’s perspective, a company’s size is not a primary factor in assessing a company. A
large company does not necessarily have good financial performance that can guarantee
the increase in prosperity expected by shareholders. Investors place greater emphasis on
other factors, such as the company’s performance as reflected in its financial statements
and the management’s positive reputation. Furthermore, according to Susilo (2023),
large companies face limitations in the form of high operational complexity and a more
intricate organisational structure; this results in increasingly cumbersome bureaucracy,
slow decision-making, and a lack of flexibility in responding to market changes. These
obstacles erode investor confidence, which in turn can reduce the company’s value.

Conclusions

Based on the results of the analysis and discussion, the following conclusions can be
drawn: The results of the F-test indicate that capital structure, profitability and firm size
simultaneously have a significant effect on the value of manufacturing firms in the food
and beverage sub-sector listed on the IDX for the period 2021-2025.

Based on the results of the t-test, it is found that, when considered individually,
capital structure and profitability have a significant effect on firm value, whilst firm size
does not have a significant effect on the value of firms in the food and beverage
manufacturing sub-sector listed on the IDX for the period 2021-2025. Capital structure
has a dominant influence on firm value compared to the variables of profitability and
firm size, as can be seen from the highest t-value of 3.921, followed by 2.153 for the t-
value of profitability, and -0.639 for the t-value of firm size.

Limitation

Company management is advised to consider capital structure in every decision
regarding sources of funding. An optimal capital structure will send a positive signal to
investors to invest, thereby increasing the company’s value. Future researchers may
expand upon this study by examining other factors that can enhance the company’s value
as independent variables not covered in this research.
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