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ABSTRACT

The purpose of this study is to analyze Profitability, Leverage, Firm Size, Price Earning Ratio, and Liquidity to Firm
Value. This study uses a population of all Food and Beverages companies listed on the Indonesia Stock Exchange in
2017-2021. The sampling method used purposive sampling method and obtained a sample of 65 companies for five
years of observation, with the data technique used was multiple regression analysis. The results of this study indicate
that Profitability, Firm Size, Price Earning Ratio, and Liquidity have a positive effect on Firm Value. Meanwhile,
Leverage has no effect on Company Value.
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1. INTRODUCTION

Company value is a special situation that has been achieved by the company as a sign of public trust in the company
after going through a process of activities for several years, namely since the company was founded until now.
According to Rahayu & Sari (2018) company value is an assessment of shareholders on the success of the company
which is closely related to the share price. The higher the value of a stock makes the company's value and the prosperity
of investors also higher (Fenandar & Raharja, 2012). Financial statements are not only a test tool, but also a basis for
investors to determine or evaluate the company's financial condition.

There are several factors that can affect the value of a company including profitability, leverage, company size, price
earning ratio and liquidity. The value of the company can be influenced by the size of the profitability generated by the
company in a certain period. According to Kasmir (2012) profitability is the ability of a company to generate profit /
profit through total assets, own capital and sales. The results of research from Arifianto and Chabachib (2016) reveal
that profitability has a positive effect on firm value. Meanwhile, research conducted by Bagaskara, et al (2021) states
that profitability has no effect on firm value.

Firm value can also be influenced by how much the company uses leverage for its capital costs. Leverage is a ratio
used to measure the extent to which the company's assets are financed with debt. According to Cashmere (2017) leverage
is a ratio used to measure the extent to which the company's assets are financed with debt. The results of research from
Sutama and Lisa (2018) reveal that leverage has a positive effect on firm value, but this is refuted by Gilang & Vaya
(2018) in their research stating that leverage has a negative influence on the company while in Prasetyorini's research
(2018) reveals leverage has no effect on firm value.

Firm value can also be influenced by the size of the company's scale. According to Dewi and Wirajaya (2013), the
larger the size or scale of a company, the easier it will be for the company to obtain funding sources, both from within
the company and from outside the company. The results of research from Suryandani (2018) state that company size
has no effect on firm value, while in Prasetyorini's research (2018) states that company size has a positive effect on firm
value.

Firm value can also be influenced by investment decisions in the company. Investment decisions are decisions
related to how companies can allocate funds that come from internal and external companies in the form of investment.
According to Gitman (2015) the price earning ratio is more often used to assess the value of the owner's shares. The
research results from Gilang and Vaya (2018) in their research reveal that the Price Earning Ratio has a positive effect
on firm value, while in research conducted by Devianasari and Suryantini (2015) the Price Earning Ratio has no effect
on firm value.
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Firm value can also be influenced by liquidity. Liquidity is the ability of a company to fulfill its financial obligations
in the short term, or obligations that are paid immediately. The results of research from Nur (2019) reveal that liquidity
has a positive influence on firm value, while in research conducted by Abbas, et al (2020) liquidity has no effect on firm
value.

The value of the company can be referred to as the value of the share price, which means that the high share price
indicates the high value of the company. The high value of the company can be indicated as the prosperity of the
shareholders. Based on stock price index data from 2017 to 2021, the food and beverages sub-sector listed on the
Indonesia Stock Exchange continues to experience changes and shows fluctuations every year differently
(www.idx.co.id) and the inconsistencies found in the results of previous studies, so this motivates researchers to re-
examine at different times the dimensions of company value, involving variables of profitability, leverage, company
size, price earning ratio, and liquidity.

2. LITERATURE REVIEW

2.1. Agency Theory

Agency theory is the granting of authority by the principal (company owner / shareholder) to the agent to carry out
the company's operations in accordance with the agreed contract. Jensen and Meckling, (1976) there are two types of
agency relationships, namely between managers and shareholders and between managers and bondholder). The purpose
of both forms of relationship is to increase company value.

2.2. Signally Theory

Signal theory was first coined by Michael Spence (1973), in his research entitled “Job Market Signalling”. This
theory involves two parties, namely internal parties such as management, which acts as a party that provides signals,
and external parties such as investors, who act as parties who receive these signals. If the management or company gives
positive signals to investors, for example in the form of good financial reports, investors will be interested in investing
in the management.

2.3. Asymmetry Information Theory

The definition of information asymmetry according to Jensen and Meckling (1976), adds that if the two groups
(agents and principals) are people who seek to maximize their utility so that there is good reason to believe that agents
will not always act in the best interests of the principal. According to Jogiyanto (2013), states that information
asymmetry is private information that is only owned by informed investors. Information asymmetry can occur in the
capital market when one of the capital market players has more information than other market players. The amount of
information asymmetry that occurs in a traded stock can be measured using bid ask spread.

2.3.1. The Influence of Profitability on Company Value

According to Hery (2017), the profitability ratio is a ratio that describes the company's capabilities in generating
profits through all its capabilities and resources, namely from sales activities, use of assets, and use of capital. The
results of research by Arifianto and Chabachib (2016), Himawa (2020), Prasetyorini (2018) profitability has a positive
effect on firm value. Meanwhile, research conducted by Bagaskara, et al (2021), and Terima, et al (2016), states that
profitability has no effect on firm value. Based on the results of this study, the following hypothesis is formulated:

H1: Profitability has a positive effect on firm value

2.3.2. The effect of leverage on firm value

Leverage can be referred to as the risk contained in the company. This means that the greater the leverage owned by
the company, it will also provide a large investment risk for the company. The lower the leverage owned by the
company, the smaller the investment risk (Sutama & Lisa, 2018). The results of research by Sutama and Lisa (2018),
Himawan (2020), and Khosyi Tiara Anggita (2022), reveal that leverage has a positive effect on firm value, but this is
refuted by Gilang & Vaya (2018), Arifianto and Chabachib (2016), in their research stating that leverage has a negative
influence on the company, while Prasetyorini (2018) and Bagaskara, et al (2021), in their research revealed that leverage
has no effect on firm value. Based on the results of this study, the following hypothesis is formulated:

Ha: Leverage has a negative effect on firm value
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2.3.3. The effect of company size on firm value

According to Noviliyana (2016), states that company size is an assessment of the size of the company which is
determined by the total assets owned by the company, this is a consideration for potential investors to invest their funds
in the company. The results of Dewi and Sudiartha's research (2017) state that company size has a positive effect on
firm value, while in Himawa's research (2020) states that company size has no effect on firm value. Based on the results
of this study, the following hypothesis is formulated:

Hs: Company size has a positive effect on firm value

2.3.4. The effect of investment decisions on firm value

Investment decision is a decision related to how the company can allocate funds from internal and external sources
in the form of investment. Investment decisions will directly affect the profitability of investment and the company's
cash flow in the future. Research results. Gilang & Vaya (2018) in their research reveal price earning ratio has a positive
effect on firm value, while in research conducted by Devianasari and Suryantini (2015), price earning ratio has no effect
on firm value. Based on the results of this study, the following hypothesis is formulated:

Ha: Investment decisions have a positive effect on firm value

2.3.5. The effect of liquidity on firm value

According to Kasmir (2016), states that the liquidity ratio is a ratio that describes the company's ability to meet
short-term obligations (debt). Nur (2019), Anggita (2022), and Meivinis (2018), in their research revealed that liquidity
has a positive influence on firm value, while in research conducted by Abbas, et al (2020), liquidity has no effect on
firm value. Based on the results of these studies, the following hypothesis is formulated:

H5: Liquidity has a positive effect on firm value

3. RESEARCH METHODS

The population in this study were sector companies food and beverages which have been listed on the Indonesia
Stock Exchange from 2017-2021. The sampling method used in this study is to use the method of purposive sampling
This is a sampling technique with certain considerations. From the criteria that have been determined in determining
the sample, it can be determined that the sample used in this study is 13 companies and the number of observations for
5 years is 65. The type of data collection used is secondary data, where secondary data is a source where research does
not directly provide data to the collector. The data in this study were obtained through www.idx.co.id.

The data analysis method used is multiple linear regression analysis techniques, namely to determine the effect of
independent variables on the dependent variable. The multiple linear regression equation is as follows (see Equation 1):

Y = a + BIX1 + B2X2 + B3X3 + +B4X4 + B5X5 + e (1)

Equation 1 are the formula used in this study. Y is Company Value, a is constant, B1-B5 is Regression Coefficient,
Xlis profitability, X2 is Leverage, X3is company scale, X4 is Price Earning Ratio (PER), X5 is liquidity, and e is
Standard error.

4. RESEARCH RESULTS AND DISCUSSION

4.1. Model Fit Test (F test)

The results of the ANOVA test or F test obtained the calculated F value of 21,142 and a significance value of 0.000.
This shows that the independent variable, namely profitability, leverage, company size, price earning ratio, and liquidity
together affect the value of the company.

4.2. Coefficient of Determination Test (R?)

The result of the coefficient of determination (R square) test is 0.611 or 61.1%, meaning that the Company Value is
influenced by the five independent variables, namely profitability, leverage, company size, price earning ratio,
likuiditas and the remaining 38.9% is influenced by other factors outside this study.

515



Q INSYMA e-1SSN: 3047-857X

Proceedings of the International Symposium on Management (Volume 21, 2024)

4.3. Multiple Linear Regression Analysis

Table 7. Multiple Linear Regression Analysis Results

Unstandardized Coefficients Standardized Coefficients
B Std. Error Beta
(constant) -708.969 124.115 -5.712 .000
Profitability 322.088 116.467 .285 2.765 .008
Leverage 35.522 22.049 172 1.611 113
Company Size 20.871 4.362 420 4.785 .000
Price Earnings Ratio .648 .256 .225 2.535 .014
Liquidity 30.771 4,953 .686 6.212 .000

a. Dependent Variable: Company Value
Source: SPSS Output processed (2022)

Based on the Table 1 above, the results of the multiple linear regression analysis show that the multiple linear
regression equation is known as follows:

1. A constant of -708.969 means that if Profitability (X1), Leverage (X2), company size (X3), Price Earning Ratio
(X4), and Liquidity (X5) is 0 then the company value that occurs is -708.969.

2. Variable regression coefficient profitabilitas (X1) by 322,088. This means that if the profitability variable increases
by 1%, it will result in an increase in the company's value, namely by 322,088 with the assumption that other
variables are constant or fixed..

3. The regression coefficient of the leverage variable (X2) of 35.522 means that if the leverage variable increases by
1%, it will result in an increase in firm value, namely by 35.522 with the assumption that other variables are constant
or fixed.

4. The regression coefficient of the company size variable (X3) of 20.871 means that if the company size variable
increases by 1%, it will result in an increase in the company's value, namely by 20.871, assuming that other variables
are constant or fixed.

5. The regression coefficient of the price earning ratio variable (X4) of 0.648 means that if the price earning ratio
variable increases by 1%, it will result in an increase in firm value, namely by 0.648 with the assumption that other
variables are constant or fixed.

6. The regression coefficient of the liquidity variable (X5) of 30.771 means that if the liquidity variable increases by
1%, it will result in an increase in firm value, namely by 30.771 with the assumption that other variables are constant
or fixed.

4.3.1. The effect of profitability on firm value

The first hypothesis states that profitability has a positive effect on firm value. Based on the results of the regression
test analysis, it is found that profitability has a positive effect on firm value because if the company has high profitability,
it can easily attract investors to invest in the company. With the increasing number of investors who want to invest their
capital, the company's share price will increase, resulting in an increase in company value. The results of the study are
in line with the results of research conducted by Arifianto and Chabacchib (2016), Himawa (2020), Prasetyorini (2018),
and Nopiyanti and Darmayanti (2016) which state that profitability has a positive and significant effect on firm value.

4.3.2. The effect of leverage on firm value

The second hypothesis states that leverage has a negative effect on firm value. Based on the results of the regression
test analysis, it is found that leverage has no effect on firm value, this is because in funding its assets, companies tend
to use their own capital which usually comes from retained earnings and share capital rather than using debt. The results
of this study are in line with the results of research conducted by Prasetyorini (2018), and Bagaskara, et al (2021) which
state that leverage has no effect on firm value.

4.3.3. The effect of company size on firm value
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The third hypothesis shows that company size has a positive effect on firm value. Based on the results of the
regression test analysis, it is found that company size has a positive effect on firm value because company size is a
factor that is also considered by investors in choosing and determining their choice to invest in a company. If the
company has a large scale, it will be easier to have access to the capital market for both shares and capital because large-
scale companies have a higher bargaining value than companies that still have a small scale, so that the larger the size
of the company, the more investors will be interested in investing their capital and will result in the company's value
increasing as well. The results of this study are in line with research conducted by Prasetyorini (2018), Gilang & Vaya
(2018), and Arifianto & Chabachib (2016) which state that company size has a positive effect on firm value.

4.3.4. The effect of price earning ratio on firm value

The fourth hypothesis shows that price earning ratio has a positive effect on firm value. Based on the results of the
regression test analysis, it was found that price earning ratio The price earning ratio has a positive effect on firm value
because if the company has the ability to process assets, debt, capital, and other components, it will be able to increase
the company's value points in the eyes of investors, which indicates that the strategies and techniques the company
applies are able to maintain the company in the current market period. The results of this study are in line with research
conducted by Puspita Anggraeni, et al (2021), Gllang & Vaya (2018), and Nopiyanti and Darmayanti (2016) which
state that the price earning ratio has a positive effect on firm value.

4.3.5. The effect of liquidity on firm value

The fourth hypothesis shows that liquidity has a positive effect on firm value. Based on the results of the regression
test analysis, it is found that liquidity has a positive effect on firm value because if the company has a high level of
liquidity, it will make the company in a safe condition, because it is less likely that bankruptcy will occur due to not
being able to pay debts. The results of this study are in line with the results of research conducted by Nur (2019), Khosyi
Tiara Anggita (2022), and Meivinia (2018) which state that liquidity has a positive effect on firm value.

5. CONCLUSION

Based on the results of the analysis and discussion in the previous chapter, it can be concluded as follows:
Profitability has a positive effect on firm value in Food and Beverages companies for the period 2017-2021.
Leverage has no effect on firm value in Food and Beverages companies for the period 2017-2021.

Company size has a positive effect on firm value in Food and Beverages companies for the period 2017-2021.

Price Earning Ratio has a positive effect on firm value in Food and Beverages companies for the period 2017-2021.

A e A

Liquidity has a positive effect on firm value in Food and Beverages companies for the period 2017-2021.
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