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1. INTRODUCTION

In this modern era, human needs are not only limited to meeting basic needs, but also extend to secondary
needs that can support their activities and welfare, such as the need for vehicles, electronic goods, and travel.
Companies that are members of various industrial sectors on the Indonesia Stock Exchange (IDX) are engaged in
industries that support these needs. The various industrial sectors referred to in this study are one industrial sector
listed on the IDX. Real Estate Sector. Figure 1 shows the housing growth of various industrial sectors over the last
six years.
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The pressure on the property sector in Indonesia, especially housing, continues. Based on a survey
conducted by Bank Indonesia (BI), the growth of the Residential Property Price Index (IHPR) in the second quarter
of 2019 was only 1.47% on an annual basis (year-on-year/YoY). This growth rate is the lowest since at least 2012.

According to B, the increase in residential property prices occurred in all types of houses. The increase in
small type house prices slowed from 3.18% in the first quarter of 2019 to 2.18% in the second quarter of 2019.
Medium type houses slowed down from 1.82% YoY to 1.32 YoY. Meanwhile, large type houses slowed down from
1.16% YoY to 0.92% YoY. From this data, it can be seen that the slowdown in the increase in residential property
prices was greatest for small type houses, namely 1 percentage point. See Figure 2 Residential Property Price Growth
(%YoY).
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Source: Bl, 2019

The slowdown in the increase in the IHPR is also in line with the slowdown in the increase in the costs
incurred by households for housing. This is reflected in the increase in the Consumer Price Index (CPI) for the
housing cost sub-category which was only 0.8% on a quarterly basis (quarter-to-quarter/QtQ) in the second quarter
of 2019, lower than the previous quarter which was 1.13. % QtQ. The results of the Bl survey also revealed that the
number of house sales in the second quarter of 2019 contracted by 15.79% YoY. Home sales reversed direction from
the previous quarter which although thin, still managed to grow by 0.05% YoY. the increase in the following years is
only a very small number (under 1%), even though companies in this sector produce life support products that are
very important for community activities (Andirerei, 2019).

This phenomenon that occurs in various industrial sectors raises our interest to investigate the factors that
affect the value of companies (or firms) in these sectors. The rise and fall of stock prices reflects the value of the
company. A low stock price indicates the low value of the company, which means that investors are low in interest to
invest their funds in the company. Conversely, a high stock price reflects investor confidence in the company,
because it is considered to have a high value.

Identification of an already established company is a company that has gone public, the value of the
company will be reflected in the market value of its share price. The high stock price of the company will cause its
value to increase. Maximizing company value is the main goal of every company, because high company value
means increasing the welfare of its owners (Harjito and Martono (2014). The higher the value of the company will
increase the interest of investors to invest, so that the company can grow bigger or develop with the capital invested
by investors.

Many studies on firm value have been carried out, but have not provided consistent results. Several studies,
such as Natsir and Yusbardini (2019) and Nursetya and Hidayati (2020), Tahu dan Susilo (2017) show that
profitability has a positive and significant effect on firm value. Research conducted by Oktarima (2017) shows that
profitability has no significant effect on firm value. Furthermore, other studies have shown a positive and significant
relationship between capital structure and firm value (Natsir and Yusbardini, 2019; and Nursetya and Hidayati,
2020). On the other hand, based on the results of Nursetya and Hidayati's research, 2020, capital structure does not
affect firm value. Research conducted by Natsir and Yusbardini (2019) Yusra et., al. (2019) shows that firm size has
a significant effect on firm value. In contrast, the results of research by Pantow, et., al. (2015), and Budi and
Rachmawati (2014) show that firm size has no significant effect on firm value.

Because there are still gaps in previous research regarding the factors that affect firm value, this study aims
to provide empirical evidence about the effect of firm size and capital structure on firm value. The novelty of this
research is the use of profitability, especially with ROA as a measuring tool to intervene in the influence of capital
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structure and company size on the value of real estate property companies in various industrial sectors listed on the
IDX during 2015-2019.

2. RESEARCH METHOD

The data used in this study is secondary data with the variables used are capital structure (DER) X1, Firm
Size (In(Asset) X, profitability (ROA) Y and Firm Value (PBV) Z. Secondary data obtained from real financial
statements estate and property listed on the Indonesia Stock Exchange for the period 2015-2019. The data obtained
comes from Annual Report data and company performance records taken from www.idx.com. The technique used
for this research is the purposive sampling method so that 32 real estate companies are obtained ( Table 1. The
analysis used is path analysis with the Sobel test method. In this study, hypothesis testing uses regression and path
analysis. Regression tests are carried out to conclude the relationship or effect of the dependent variable on the
dependent variable. Riduwan & Kuncoro (2012) stated that the analysis path is done to determine the relationship
between variables and to determine the direct and indirect effects of var independent variable on the dependent
variable. Variables that affect the relationship between the dependent variable and the independent variable are
called intervening variables.

Table 1. Operational Definition

Variables Definition Proxy Measurement Scale
Firm Value | The value of the company itself is one of PBV Stock market prices Decimal
the benchmarks for shareholders to -

measure the level of success of a Share book value

company, which can be seen from its share
price. According to Brigham & Houston
(2016),

Profitability | The ratio wused in measuring the ROA Net profit Decimal
effectiveness of the company in generating
profits using assets

Capital The ratio that relates the total debt to the DER The total amount of debt | Decimal
structure capital used (Dewi et., al. 2020)

Total assets

Total equity
Firm Size | Company Size (Dewi et., al. 2020) SIZE Ln(Total asset) Decimal

Table 2. Sampling Criteria

Description Sampel
The total population of property companies for the 2015-2019 period is 32 160
(5x32)
Subtracted by the number of companies that did not publish financial reports (20)
during the 2015-2019 period
Less companies whose financial statements are incomplete during the 2015- 5)
2019 period
Outliers (20)
Number of Property Company Data Samples 115

Source: Analysis Results, 2022

The regression equation model to test the hypothesis is with the following formulation:
Y =a+ b1X; + boXo+ e (Djarwanto dan Pangestu, 2011)

Z =a+ biX; + byXo+ Y+ e (Djarwanto dan Pangestu, 2011)

Path analysis with the Sobel test method is carried out by testing the strength of the indirect effect of the
independent variable (X) on the dependent variable (Z) through the intervening variable (). The indirect effect of X
to Z through Y is calculated by switching paths X—Y (b1) with paths Y1—Y2 (b2) or b1b2. So the coefficient b1b2
= (c-¢), where c is the effect of X on Y2 without controlling for Y1, while ¢' is the coefficient of the effect of X on Z
after controlling for Y1. The standard error coefficients el and e2 are written as Sel and Se2, the magnitude of the
indirect effect Sab is calculated by the following formula:

sbi1b2 = /b12Se2? + b225e1? 4 Se12 Se2?
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To test the significance of the indirect effect, it is necessary to calculate the t value of the coefficient

b1b2 with the following formula:
_ b1b2

t=
Sb1b2

This t-count value is compared with the t-table value and if the t-count value is greater than the t-table
value, it can be concluded that there is a mediation effect. The hypothesis obtained:

H1: Capital structure has a positive effect on profitability
H2: Firm size has a positive effect on profitability

H3 : Capital structure has a positive effect on firm value
H4 : Firm size has a positive effect on firm value

H5: Profitability has a positive effect on firm value.

H6: Profitability can mediate the effect of capital structure on firm value
H7: Profitability can mediate the effect of firm size on firm value

3. RESULTS AND ANALYSIS

The results of the study using regression testing were used to determine the effect of variables, firm size,
and leverage on firm value mediated by profitability. Based on the sample obtained, the results of this test can be

seen in the table below:

3.1. Result
Table 3. The results of the regression tests of Models 1 and 2 are as follows:
Variables Model 1 Model 2
Profitability Firm Value

Leverage 0,004* 0.000*

Firm_X2 0,009* 0.069

Profitability 0.013*

R-Squared 0,092 0,202

Adj. R-Squared 0,077 0,182

F-Hitung 5.958* 9,809*

Source: Secondary data processing, 2022
Leverage Bs: 0,609
B1:-0,025
Bs: 3.074 .
Profitability i y| Firm Value
B2:0,009
Firm Size
B4:-0,083
Table 4. Sobel Test Results
Inderect Effect Standard error of tstatistik result
Inderect effect
Path 1  Leverage-Profitabilitas = -0,025 San =0,088 0,874 Tidak signifikan
Profitabilitas- Nilai Perusahaan = 0,609

Path 2 Firm Size-Profitabilitas = 0,009 Sab = 0,291 0,095 Tidak signifikan

Profitabilitas- Nilai Perusahaan = -0,083

Source: Secondary data processing, 2022

3.2. Discussion
The test Capital structure on profitability
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The results of testing hypothesis 1 show that capital structure has a negative and significant effect on
profitability (Table 3). From this explanation, it can be concluded that a decrease in the DER value will increase the
ROA value. This means that the use of less debt will increase the company's profit because there are fewer
obligations to be paid by the company so that the company's income does not decrease much to bear the company's
obligations. Thus, it can be determined that the capital structure represented by the debt to equity ratio (DER) has a
negative effect on profitability. The results of this study are in accordance with research conducted by Nursetya and
Hidayati (2020); which shows that capital structure has a negative effect on profitability.

The test Firm Size on Profitability

The results of testing hypothesis 2 show that firm size has a positive and significant effect on profitability
(Table 3). In this study, the larger the size of the company, the higher the profitability. Large companies that are
believed to have a more stable and stronger financial condition are considered to be more able to finance the
company's operational activities. The company's operational activities that can run well will open up opportunities
for the company to get greater profits. Thus, it can be concluded that the size has a positive effect on profitability.
The results of this study are in accordance with research conducted by Sughosa et., al. (2020); Nursetya and Hidayati
(2020) which shows that firm size has a positive effect on profitability.

The test Capital Structure on Firm Value

The results of testing hypothesis 3 show that the capital structure (DER) has a positive and significant effect
on firm value (PBV) (Table 3). The use of debt can increase the value of the company as long as the use of debt
provides benefits and is not above the optimal value. According to Angraini (2015), companies that increase debt are
seen as companies that believe in the company's prospects in the future so that it can increase investor confidence
which will be shown through the return of company shares which will increase the value of the company. The results
of this study are in accordance with research conducted by Natsir and Yusbardini, (2019); and Nursetya and
Hidayati, (2020) ; Prakoso (2022)who concluded that DER had a positive and significant effect on PBV.

The test Firm Size on Company Value

The results of testing hypothesis 4 show that firm size (SIZE) has a positive and insignificant effect on firm
value (PBV) (Table 3). The size of the company is not the main focus for investors to buy company shares or
investors do not only look at the size of the company's assets, but also look at various factors such as: financial
statements, good name and also the policies set by the company's management. And also because the size of the
company is assessed from the total assets owned by the company for its operational activities, the larger the size of
the company, the greater the funds needed for its operational activities. According to Amalia et., al (2015),
companies obtain sources of funds, one of which comes from debt to external parties, so it can be concluded that the
larger the size of the company, the greater the debt. Debt withdrawals made by large companies should be able to
make companies get large returns in the form of assets as well. Assets that are used as collateral to obtain debt are
greater in value than the return on assets received by the company. This shows a lack of solvency. The results of this
study are in accordance with research conducted by Atiningsih and Izzaty (2021); Pantow et., al (2015), and Budi
and Rachmawati (2014); Prakoso (2022) which state that firm size has no effect on firm value.

The test Profitability on firm value

The results of testing hypothesis 5 show that firm size (SIZE) has a positive and insignificant effect on firm
value (PBV) (Table 3). Indicating a positive direction means that the higher the profitability obtained by the
company, the value of the company will increase. The results of this study are in accordance with the perspective of
signal theory which explains that the increase in profitability listed in the financial statements is an effort to provide a
positive signal to investors related to the company's performance and the growth of business prospects in the future
(Rizqia, et al). These efforts can build positive sentiment from investors so that it affects the increase in stock prices
in the capital market. An increase in stock prices can increase the value of the company in the eyes of investors. The
results of this study are supported by the results of research conducted by Prakoso (2022); Natsir and Yusbardini,
2019; and Nursetya and hidayati, 2020; Khairunisa et., al., (2020) Paramitha, 2020; Garmayuni (2015),Kodongo et.,
al. (2014); Ju (2011)which proves that profitability has a positive and significant effect on firm value.
The role of profitability as a mediation of capital structure on firm value

The Sobel test conducted, the resulting mediation effect is not significant, which means there is no mediating
effect. This shows that profitability does not mediate the relationship between capital structure and firm value. Thus
the sixth hypothesis is rejected. As for the effect of profitability on the capital structure, if the high profit is obtained
from sufficient capital, if the capital owned by the company is less then the profit obtained is also difficult.
Profitability also affects the value of the company. Signaling theory shows that high profitability is associated with
good company prospects, thus triggering investors to increase demand for shares. The increasing demand for shares
causes the value of the company to increase. Profitability is one of the factors that can affect the value of the
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company (Hamidy, 2015). Previous research conducted by Erawati and Dewi (2019) ; Sugosha and Arini (2020)
showed that profitability did not mediate the relationship between capital structure and firm value.
The role of profitability as a mediation of firm size on firm value

The Sobel test conducted, the resulting mediation effect is not significant, which means there is no
mediating effect. This shows that profitability does not mediate the relationship between firm size and firm value.
Thus the seventh hypothesis is rejected. The results do not match the Signaling Theory. According to Nurhasanah
(2012) in Febria (2013), that large companies usually have large assets. Large company assets will give a signal that
the company has good prospects compared to small companies. Results are in line with Akhmadi and Ariandini
(2018) which show that profitability does not mediate the relationship between capital structure and firm value.
However, the results are also not relevant to Signaling Theory, Putri (2014), that high profitability indicates good
company prospects, so investors will respond positively to the signal and the value of the company will increase.
This result implies that the larger the size of the company gives a negative signal for the value of the company,
compared to small companies, regardless of the level of profitability generated. The profitability aspect is not the
main basis for investors in responding to a company's investment policy, but how much an increase in company size
through an increase in assets, sales or profits can increase the welfare of shareholders.

CONCLUSION

The Based on the results of research on the effect of capital structure and firm size on firm value with
profitability as an intervening variable with the object of real estate property companies listed on the Indonesia Stock
Exchange (IDX) for the 2015-2019 period. From the results of regression testing, it can be concluded as follows:
Capital structure has a negative and significant effect on profitability, while firm size has a positive and significant
effect on profitability. Partially, capital structure and profitability have a positive and significant effect on firm value,
while firm size has a negative and insignificant effect. Profitability has a positive and significant effect on firm value.
Profitability as an intervening variable does not mediate the relationship between capital structure and firm size with
firm value shown from t arithmetic which is smaller than t table Sobel test..
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