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Abstract: This study aims to empirically prove the influence of capital structure, profitability, and
corporate social responsibility on firm value. There are 3 independent variables used in this study,
namely capital structure as measured by the Debt to Equity Ratio (DER), profitability as measured
by Return on Assets (ROA), and corporate social responsibility as measured by the Corporate
Social Responsibility Disclosure Index ( CSRDI) with content analysis technique. The population
used in this study uses manufacturing companies in the food and beverage sub-sector listed on the
Indonesia Stock Exchange in the period 2018 to 2020. Data collection was carried out using a
purposive sampling technique with a total sample of 20 companies. The analytical method used is
multiple linear regression analysis with SPSS version 26. 0 applications and a significant value of
5%. The results of this study are the capital structure variable has a significant positive effect on
firm value, the profitability variable has a significant positive effect on firm value, and the corporate
social responsibility variable has no effect on firm value.
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Abstrak: Penelitian ini bertujuan untuk membuktikan secara empiris pengaruh struktur modal,
profitabilitas, dan tanggung jawab sosial perusahaan terhadap nilai perusahaan. Terdapat 3
variabel independen yang digunakan dalam penelitian ini, yaitu struktur modal yang diukur
dengan Debt to Equity Ratio (DER), profitabilitas yang diukur dengan Return on Assets (ROA),
dan tanggung jawab sosial perusahaan yang diukur dengan Corporate Social Responsibility
Disclosure Index (CSRDI) dengan teknik content analysis. Populasi yang digunakan dalam
penelitian ini menggunakan perusahaan manufaktur pada subsektor makanan dan minuman yang
terdaftar di Bursa Efek Indonesia periode 2018 hingga 2020. Pengumpulan data dilakukan dengan
menggunakan teknik purposive sampling dengan jumlah sampel sebanyak 20 perusahaan. Metode
analisis yang digunakan adalah analisis regresi linier berganda dengan aplikasi SPSS versi 26.0
dan nilai signifikansi 5%. Hasil penelitian ini adalah variabel struktur modal berpengaruh positif
signifikan terhadap nilai perusahaan, variabel profitabilitas berpengaruh positif signifikan
terhadap nilai perusahaan, dan variabel tanggung jawab sosial perusahaan tidak berpengaruh
terhadap nilai perusahaan.

Kata kunci : Struktur Modal, Profitabilitas, Tanggung Jawab Sosial Perusahaan, Nilai
Perusahaan
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INTRODUCTION

The business world in Indonesia is classified as developing rapidly, one of which is the
food and beverage sub-sector manufacturing company which can obtain high sales volume
which triggers an increase in profits which in turn can increase the value of the food and
beverage company (Magdalena & Setiawan, 2019). Firm value is one of the indicators that is
often used as a reference for investors in predicting the success of a company, because it is
closely related to the stock price because,with high stock prices, it also shows high firm value.

In 2020 for the first time, the Covid-19 virus entered Indonesia which had a sizeable impact
on all industrial sectors. Several companies have not performed well, one of which is PT Sentra
Food Indonesia Tbk (FOOD), which is engaged in the processed meat industry. Reporting from
Kontan, FOOD experienced a net loss of Rp. 15.21 billion, while in 2019, FOOD was able to
earn a profit of Rp. 1.37 billion (Elvira, 2021). On the other hand, PT Indofood Sukses Makmur
(INDF) experienced an increase in revenue and sales in 2020 (Aldin, 2021).

Conditions during the pandemic caused a contraction in stock prices. Even though 2020
INDF's financial performance experienced an increase in both sales and net profit INDF's share
price experienced a decline at the end of the year. The decline in share prices due to the Covid-
19 pandemic has also affected the decline in the JCI which will simultaneously affect people's
investment behavior. As reported in Bisnis, since the pandemic, the JCI has experienced ups
and downs (Dance, 2021).

The Covid-19 pandemic has caused a decline in stock prices, so one way to increase stock
prices is to increase firm value. Because firm value is a fundamental thing for the sustainability
of a company, this research examines several factors that are considered capable of influencing
firm value, especially manufacturing companies in the food and beverage sub sector. Some of
these factors include capital structure, profitability, and corporate social responsibility. Capital
structure is considered important in its influence on firm value because the firm value can be
achieved through financial management. Financial decisions will affect other financial
decisions (Irawan & Kusuma, 2019). Especially during Covid-19, financial management for
company funding will be a challenge for companies.

Furthermore, profitability is another factor that is considered capable of influencing the
value of a company. Increased profits indicate that the company has good performance thereby
creating a positive signal for investors which can trigger an increase in stock prices. The share
price also increases firm value. So that the higher the profitability, the higher firm value and
the more courageous an investor invests in the company (Palisan, 2021).

The next factor is Corporate Social Responsibility (CSR). The existence of CSR disclosure
is a company effort to provide a positive signal for investors because investors will be more
interested in investing in environmentally friendly companies, so the lower the level of CSR
disclosure, the lower the firm value. (Fauziah et al., 2020). Especially during a pandemic,
companies will increasingly look for ways to help increase funding through increased investor
interest.

Because there are still relevant phenomena as explained earlier, this study aims to provide
empirical evidence of the influence of capital structure, profitability, and CSR on firm value.
Futhermore, this research give the benefit fo the business and investor. To attract and retain the
potential investor, the business should pay attention for the firm value which reflect the
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volatility of maarket price. And also, the result of this research, give the information for the
investor to consider the performance of financial aspect, like capital structure and profitability
and non financial aspect, likes CSRD which reflect the consistency of company to
sustainability.

LITERATURE REVIEW

Stakeholders Theory

According to Freeman et al. (2010) fundamentally stakeholder theory is a theory that
discusses how a business can work as well as possible and how its implementation can be
successful which is managerial in nature. It was further explained that the theory discussed
value creation, trade, and also how to manage a business effectively. Stakeholder theory
requires the existence of other parties who are directly involved in a business where these
parties have links to create a certain value and interest. So it is known that stakeholders are the
main core of stakeholder theory which includes shareholders, customers, suppliers, workers,
communities, government, and others (Magdalena & Setiawan, 2019).

Firm Value

Firm value is an important component because high corporate value, is followed by high
shareholder prosperity. Firm value can be reflected in the stock price of a company. So the
higher the stock price, the higher firm value. A high corporate value is the desire of every
company owner because a high value indicates high shareholder prosperity (Hermuningsih,
2012).

Capital Structure

Capital structure relates to decisions regarding the proportion of funding chosen by the
company, where funding sources are divided into two, namely internal and external funding
(Sari, 2020). Therefore, the capital structure can be defined as a comparison between foreign
capital and owned capital, where foreign capital is obtained through debt, both short-term and
long-term debt, while own capital comes from retained earnings and company ownership
participation (Dwijayanti et al., 2019).

Profitability

According to Palisungan (2021) profitability is the net result obtained through various
policies and decisions that have been implemented by the company before. In addition, it can
also be defined as the company's capability to create profits through the sale of goods or
services produced by the company itself (Palisan, 2021).

Corporate Social Responsibility (CSR)

Based on Kamaliah (2020), revealed that CSR is a company mechanism to voluntarily
integrate environmental and social issues into stakeholder activities and interactions, where it
increases corporate responsibility. In Indonesia, CSR disclosure is mandatory, especially for
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companies that have an interest in shareholders and other stakeholders (Setiawan & Purwanti,
2021). Companies can also disclose things that are considered important and related to the
company's CSR both in annual reports and sustainable reports. Therefore CSR disclosure in
Indonesia is still voluntary (Setiawan & Purwanti, 2021).

Hypothesis Development

Effect of Capital Structure on Firm Value

Sutrisno (2016) said that if the company uses debt as a source of funding it can increase
firm value, but if it continues to be added it will pose a risk to the company. The increase in
firm value as a result of an increase in debt is caused by tax savings because taxes are calculated
through operating profit after deducting interest payable so that the net profit that becomes the
right of shareholders will be greater than companies that do not use debt as a source of funding.
Irawan & Kusuma (2019). Therefore, it can be seen that the greater the capital structure of a
company, the greater or increase firm value. This is in line with research conducted by Rahayu
et al. (2020), Bestariningrum (2015), Sari (2020), and Hermuningsih (2012).

Hi: Capital structure has a positive effect to firm value

Effect of Profitability on Firm Value

High company profits will be accompanied by an increase in stock prices so that firm value
in a correlated manner also increases. That way the company's shares will be increasingly in
demand by investors (Palisan, 2021). So it can be seen that theoretically profitability influences
firm value. This is in line with previous research by Wijaya (2020), Hill et al. (2018), as well
as Palisigan (2021) Based on this explanation, the hypothesis can be formulated as follows:
H.: Profitability has a positive effect to firm value

Effect of Corporate Social Responsibility on Firm Value

Ehsan et al. (2018) in their journal state that the implementation of CSR is in direct contact
with stakeholder theory, namely CSR is an important parameter for the sustainable
development of business and the value creation process. To get support from stakeholders, the
company will provide more information on the implementation of CSR. Disclosure of CSR
also helps companies improve their image and transparency to increase investors' desire to
invest in the company. In this way, it is theoretically known that CSR affects firm value. This
is in line with previous research by Fauziah et al. (2020), Wirawan et al. (2020) and Kamalia
(2020)
Hs: CSR has a positive effect on firm value

RESEARCH METHODOLOGY

Data Types and Sources

The data used in this study is secondary data sourced from the Indonesia Stock Exchange
and through the websites of related companies. The data used only use annual reports from
each food and beverage sub-sector manufacturing company in Indonesia which publishes in
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the 2018-2020 timeframe. Data collection used a purposive sampling technique with the criteria
for completeness of the sample data. Of the twenty-six companies in the food and beverage
subsector, twenty companies met the criteria.

Operational Definition and Variable Measurement

In this study, the dependent variable used is a firm value which is often used to assess the
level of success of a company. The success of the company can be reflected by the existence
of a higher firm value. To measure firm value, this study uses Price to Book Value (PBV). A
high PBV will reflect a high share price compared to the book value per share. So calculating
PBV will prove that the higher the share price, the more successful a company is in generating
value for shareholders. The company's success in generating this value certainly gives hope to
shareholders in obtaining greater profits (Sutrisno, 2016). Price to Book Value ratio can be
calculated using the formula:

Market Prices per Share

PBV = Book Value per Share

In general, the capital structure describes the company’s financial proportion of the
capital owned which comes from long-term debt (long-term debt) and own capital
(shareholder ’s equity) which is the company’s source of financing (Sari, 2020). Therefore this
study uses Debt to Equity Ratio (DER) in measuring capital structure. Debt to Equity Ratio is
the ratio used to measure the level of use of debt to the total shareholder’s equity owned by the
company. Total debt is total liabilities both short-term and long-term debt, while total
shareholder’s equity is the total own capital, both paid-up share capital and retained earnings
owned by the company. The higher DER indicates that the composition of the total debt is
greater than the total equity so the company’s burden on outsiders or creditors is increasing
(Hermuningsih, 2012). Then, the formula used in the calculation of Debt to Equity Ratio is:

Total Debt

DER = ——
Total Equity

According to (Prayitno et al., 2021) profitability is an analysis model in the form of a
comparison of financial data so that financial information becomes meaningful. The calculation
of profitability also describes the effectiveness of managing a company, this is indicated by the
returns obtained from investment income and sales. In this study, the calculation of profitability
uses Return on Assets (ROA). ROA is a ratio that measures a company's ability to generate
profits using all of the company's assets (Palisan, 2021). The income used in calculating this
ratio uses income after interest and tax or what is commonly called Earnings After Tax (EAT).
The Return on Assets ratio can be measured using the formula:

Net Income After Tax
ROA =
Total Asset
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According to Setiawan et al. (2021), Corporate Social Responsibility (CSR) is behavior
that provides goodness or benefits to society in the future by applicable law. CSR in this study
will be measured using indicators taken through research Baranova et al. (2021). These
indicators are used as a reference in measuring CSR disclosure with quantitative techniques of
Content Analysis namely providing a code for the number of sentences or paragraphs of
disclosure in the annual report as developed by Setiawan et al. (2021). The absence of
disclosure on indicators is given a value of 0, the disclosure in 1 sentence is given a value of 1,
disclosures in 1 paragraph are given a value of 2, disclosures in 2-3 paragraphs are given a
value of 3, disclosures in 4-5 paragraphs are given a value of 4, and disclosures in more than 5
paragraphs are given a value of 5 Furthermore, to calulate of CSR disclosure that has been
given a score is to use the following ratio :

XX

X5

CSRDI; =
n;

CSRDI; = Corporate Social Responsibility Disclosure Index

Tabel 1. Multiple Linear Regression Analysis

Unstandardized Standardized
Coefficients Coefficients Collinearity Statistics
Std.
Model B Error Beta t Sig. Tolerance VIF
1 (Constant) 126 .180 702 486
Capital Structure 243 .085 .265 2.855 .006 934  1.070
Profitability 7.477 .906 .800 8.254  .000 857  1.167
CSR -.126 441 -.027 -285 777 .885  1.130

a. Dependent Variable: Firm Value
X X; = Total CSR score disclosed

n; X 5 = Number of CSR indicator items multiplied by the highest value CSR assessment
score index

RESULTS AND DISCUSSION

Multiple Linear Regression Analysis
Source: Processed results of researchers

Based on the results of data processing for multiple linear regression analysis then created
a multiple linear regression model as follows.
Y = 0.126 + 0.243X, + 7.477X, — 0.126X; + ¢
Where X1 is capital structure, X2 is profitability, and X3 is CSR.



Dimas & Temy, Are Financial Performance and Corporate Social Responsibility Determinants to Firm Value? 51

Hypothesis Test — F Test
Tabel 2. F Test

Model Sum of Squares df Mean Square F Sig.

1 Regression 25.275 3 8.425 24.741 .000°
Residual 17.026 50 341
Total 42.301 53

a. Dependent Variable: Firm Value
b. Predictors: (Constant), CSR, Capital Structure, Profitability
Source: Processed results of researchers

Based on table 2 it is known that the result of the F test is 24.741 with a significance value
of 0.000. Because the significance value is less than 0.05, then it can be said that the capital
structure, profitability, and CSR simultaneously or jointly affect firm value.

Hypothesis Test — T Test

Based on table 1, it is known that the capital structure variable has a significance of 0.006
where the value is smaller than the degree of confidence level of 0.05. So it can be concluded
that the capital structure variable has a significant effect on firm value with a confidence level
of 95% (0.95). In other words, the Hay is accepted. The profitability variable has a significance
of 0.000 which is smaller than the level of confidence of 0.05. So it can be concluded that the
profitability variable has a significant effect on firm value with a confidence level of 95%
(0.95). In other words, the Hay is accepted. However, it is also known that the CSR variable
has a significance of 0.777 which is greater than the degree of confidence level of 0.05. It
means Hagz is rejected.

Discussion

The Relationship between Capital Structure and Firm Value

The capital structure variable has a significant value of 0.006 which indicates that the
significance value is less than 0.05 so it can be interpreted that the capital structure variable
has a significant influence on the firm value variable.

In addition, the calculated T value shows a value of 2.855 where it can be seen that the
direction of influence of the capital structure variable on firm value is positive, which means
that if the company's capital structure increases, the firm's value will also increase. So, it can
be concluded that the capital structure variable has a significant positive effect on firm value
so that Ha is accepted. The results of this study are in line with previous research conducted
by Rahayu et al. (2020) and Hermuningsih (2012). However, the results of this study are not in
line with previous research conducted by Sutrisno (2016).

If the company can manage its debts properly and pay them on time, it will be a positive
signal for investors and will not affect the decision of creditors to provide additional loans, so
it will not reduce firm value. In addition, the use of debt as a source of funding is preferred by
investors compared to issuing shares because issuing shares will increase the number of
outstanding shares in the company which will reduce the value of these shares.
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The Relationship between Profitability and Firm Value

The significance value of this variable is 0.000 which indicates that the significance value
is less than 0.05. So the profitability variable has a significant influence on the firm value
variable. Furthermore, it is known that the calculated T value of this variable is 8.254, which
means that the direction of the influence of the profitability variable on firm value is positive,
which indicates that the higher the profitability, the higher the firm value. Through this
explanation, it can be concluded that profitability has a significant positive effect on firm value
so Haz2 is accepted. These results are in line with previous research conducted by Hill et al.
(2018) and Wijaya (2020). However, this is not in line with research byWulandari & Efendi
(2022).

The effect of profitability on firm value indicates that the profits generated by the company
will increase firm value, not only that, high profits also reflect good profitability. High
profitability will attract investors to invest, which simultaneously increases stock prices
through the demand for many shares so that if stock prices increase, firm value will increase.

The Relationship between Corporate Social Responsibility and Firm Value

The significance value of the CSR variable in this study is 0.777, which is greater than
0.05, which means that the corporate social responsibility variable does not affect firm value.
It can be seen that the calculated T value of this variable is -0.285. Thus, it is concluded that
the corporate social responsibility variable has no influence on the firm value variable, and Has
is rejected. These results are in line with previous research conducted byRahmawati et al.
(2021). However, this is not in line with previous research conducted by Irwan et al. (2020).

Rahmawati et al. (2021) state that CSR disclosure is one of the important factors for
investors to make investment decisions in companies. However, there are indications that
investors tend to ignore CSR disclosure because CSR disclosure is legally guaranteed in Law
no. 40 of 2007 article 66 paragraph (2) concerning limited liability companies which require
every company to report all of its social responsibility activities in an annual report. This is
also supported by the voluntary nature of CSR disclosure information in Indonesia. So, it is
known that Disclosure of a company's CSR cannot be a factor affecting firm value. The results
of this variable are not in line with the stakeholder's theory which states that CSR disclosure is
a parameter for business development and value creation processes. Thus, the provision of
information by stakeholders related to the implementation of CSR does not affect the
improvement of the company's image and transparency which can increase the desire of
investors to invest.

CONCLUSIONS

This study explains that capital structure has a significantly positive affects. This means
that the increase in the use of debt as a source of funding for the capital structure will
simultaneously increase firm value. This is because the use of debt will not increase the number
of outstanding shares which will reduce the value of shares. Next, profitability has a significant
positive effect on firm value. That is, an increase in ROA will increase firm value. This is
because high profits will attract investors to invest so the company's stock price will increase.
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Furthermore, CSR does not affect firm value. This is because there are regulations that require
CSR disclosure so investors pay less attention to CSR disclosure.

Research can answer the phenomenon of the large number of people investing in stocks to
earn income or as an alternative to saving money during the Covid-19 pandemic, so knowledge
of things that affect firm value is important. The results of this study provide a forum for further
research to be developed. First, this research is limited to 2020 because many foods and
beverage companies have not yet published their 2021 annual reports. Further research can
continue in the 2021 period. generalized. Third, future research is suggested to be able to add
to the use of sustainability reports to measure CSR disclosure.Setiawan et al. (2021).

For companies, this research is expected to be able to expand CSR disclosure on indicators
that are still relatively low, such as CSR 15 and also 20. In addition, companies are also advised
to use debt for funding because it can increase firm value.
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