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Abstract

This study aims to examine the influence of capital expenditure
variables, company growth, and company size on firm value through
financial performance is moderated by the capital structure of the
company in LQ 45 companies listed on the Indonesia Stock Exchange.
The research methodology uses quantitative methods, the number of
observations as many as 50 sourced from 45 companies over 5 annual
periods. The results of this study found that: (1) Capital Expenditure
(Capex), Company Growth (Growth) and Company Size (Size) had no
effect on Company Value (PBV), (2) Capital Expenditure (Capex) does
not affect Financial Performance (ROE), (3) Company Growth (Growth)
and Company Size (Size) have a significant effect on ROE, (4) Financial
Performance (ROE) has a significant positive effect on Value Company
(PBV), (5) Financial Performance (ROE) does not mediate the effect of
Capital Expenditure (Capex), Company Growth (Growth) and Company
Size (Size) on Firm Value (PBV), (6) Capital Structure (DER) moderates
the influence of Financial Performance (ROE) to Company Value (PBV).
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1. INTRODUCTION

Profitability is the company’s ability to make a
profit in relation to sales, total assets and own

The existence of the capital market is very important
for investors as a place to see and assess the
performance of a company, so investors are
interested in investing in companies that are
considered profitable and can provide value to the
company. The purpose of the establishment of the
company is first to achieve optimal profits, second is
to prosper the owner of the company or
shareholders and third is to maximize the value of
the company that is reflected in the share price. The
three goals of the company are actually substantially
not much different, it’s just that the emphasis to be
achieved by each company is different from one
company to another (Martono & Harjito, 2015).
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capital. Thus for the long term, investors will be very
interested in this profitability analysis. For example,
shareholders will see profits that will actually be
received in the form of dividends (Sartono, 2010,
p. 123).

A manager must be able to raise funds both
sourced from within the company and from outside
the company efficiently, in the sense that the
funding decision is a funding decision that is able to
minimize the cost of capital that must be borne by
the company. Capital costs arising from the funding
decision are consequences that directly arise from
the decisions made by managers. When managers
use debt, obviously the capital costs incurred in the
amount of interest costs charged by creditors,
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whereas if the manager uses internal funds or his
own funds will arise opportunity costs (opportunity
costs) that is the costs incurred when choosing an
alternative investment from funds or own capital
used. Funding decisions made inaccurately will
result in fixed costs in the form of high capital costs,
which in turn can result in low profitability of the
company.

From the perspective of shareholders the
profitability ratio used is return on equity (ROE), this
ROE measures the ability of the company to obtain
available profits for the company’s shareholders, the
higher the ROE value indicates a high level of
profitability, which means it will also provide higher
profits to shareholders, so that shareholder
prosperity will increase.

The company size expressed by the total value
of assets, according to Ferry and Jones (in Sujianto,
2001) states that the size of the company describes
the size of a company as indicated by total assets.
So, the size of the company is the size of the assets
owned by the company, larger size companies have
greater access to get funding from various sources
and have a greater probability to win the
competition or survive in the industry.

Company growth is the company’s ability to
increase size. The company’s growth is basically
influenced by several factors, namely external,
internal, and the influence of the local industrial
climate. Company growth can be measured in
several ways, for example by looking at sales growth.
The company’s sales growth has implications for the
profits derived by the company. The higher sales
growth obtained by the company means that it will
also provide higher profits to shareholders so that
the prosperity of shareholders will also increase.

The literature, framework and hypotheses of
the study are described in Section 2, while the
design and methodology developed to analyze
capital expenditure, growth and size of companies is
explained in Section 3. Section 4 describes the result
and discussion. The study ends with conclusions
and an overview of future achievable research areas
by applying the research method adopted in this
paper (Section 5).

2. LITERATURE, FRAMEWORK AND HYPOTHESES
DEVELOPMENT

Research on firm value was conducted by Pantow
(2015). The results of this study prove that sales
growth, company size, ROA, and capital structure
simultaneously have a significant effect on firm
value in the company. In line with the research
results of Salim and Yadaf (2012) it is showed that
company performance has a negative relationship
with short-term debt (STD), long-term debt (LTD), as
an independent variable. Sam and Hoshino (2013)
proved that Japan has a good performance in the
level of sales growth compared to ASEAN, but
experienced a decline in 2008 to 2010 due to
economic recession and the effects of the
semiconductor industry. Cordis and Kirby (2015)
prove that there is a negative correlation between
investment and subsequent stock returns. Kodongo

(2014) showed that tangibility of assets, sales
growth and company size are important
determinants of profitability. Iavorskyi (2013)

results found that the relationship between leverage
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and firm performance is actually negative.
Meanwhile Chen and Chen (2011) proved that
profitability has a positive effect on firm value, and
a negative effect on leverage, while leverage has a
negative effect on value, and profitability has a
significant mediating effect. Babalola (2013) also
proved both in terms of total assets and in terms of
total sales, company size have a positive impact on
the profitability of Nigerian manufacturing
companies.

Myers (1997) and Hasnawati (2005) mention the
value of the company as the main goal depending on
the company’s expenses in the future. To reach
investment decisions that produce positive net
present value (Modigliani & Miller, 1961; Brigham &
Houston, 2001). Fama (2001) and Delira (2007) state
the value of a company is solely determined by
investment decisions. Research conducted by
Hidayah (2015) suggests that CAPBVA has a positive
and significant effect on Price Book Value. Based on
the description above, the researcher makes the
following hypothesis.

Capital expenditure is used by companies to
create benefits in the future; capital expenditure is
used to buy fixed assets in the form of property,
plants, equipment to add value to existing fixed
assets with a useful life of more than one year. The
results of Wachanga (2014) mention that capital
expenditure has a positive and significant effect on
financial performance.

Based on research conducted by Fista and
Widyawati (2017), sales growth has a significant and
positive effect on firm value, while research
conducted by Mandalika (2016) states that sales
growth has no effect on firm value. Based on this
explanation, the hypothesis can be formulated as
follows:

The higher the company’s growth, the more the
company will rely on capital. High sales growth
shows an increase in revenue obtained by the
company from product sales in the company's
operational activities. Sales growth from the previous
year on a regular basis can be used to predict sales
growth in the coming year.

According to Mualifah, Oemar, and Hartono
(2017) revealed that sales growth had a positive and
significant effect on profitability. In contrast to
research conducted by Rinny (2016) where sales
growth has no effect on profitability.

To measure the size of the company, Jogiyanto
(2013) suggests that the size of the asset is used to
measure the size of the company; the size of the
asset is measured as a logarithm of total assets.
Previous research conducted by Novari and Lestari
(2017), Wahyuni (2013), Sofyaningsih and
Hardiningsih (2011) stated that company size has a
significant influence on firm value.

In a study conducted by Kasih (2014) company
size did not significantly influence company
performance. Because the greater the assets of the
company, the more complex the agency problems
faced. Based on research conducted by Theacini and
Wisadha (2014), Novisari (2019) shows that company
size influences company performance, because a
large size of the company will benefit the company
more in the company’s financing activities in the
capital market.

Financial statements are records of a
company’s financial information in an accounting
period that can describe the company’s performance
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(Ikatan Akuntan Indonesia 2015, p. 4). Muliani,
Yuniarta and Sirnawati (2014) and Nuriwan (2018)
explained that financial performance had a positive
effect on firm value.

Capital expenditure is the expenditure of
money for long-term capital financing, the results of
which will only be obtained in a few years later.
Research conducted by Andrian (2012), Cordis and
Kirby (2014) stated that capital expenditure has a
positive effect on the profitability of manufacturing
companies listed on the IDX.

Sales growth reflects the company’s
achievements in the past, where sales growth is used
to predict the company’s achievement in the future.
Investors use sales growth as an indicator to see the
prospects of the company they will invest in later.
Based on research conducted by Fista and Widyawati
(2017), sales growth has a significant and positive
effect on firm value, while research conducted by
Mandalika (2016) and Pantow (2015) states that sales
growth has no effect on firm value. However, this
study contradicts the research conducted and
research conducted by Fista and Widyawati (2017)
which states that sales growth has a significant
effect on firm value.

The size of the company can be measured by
using the natural log of the total assets of the
company which is able to explain the effectiveness
of the company in utilizing working capital that
comes from company assets to maximize the value
of the company (Laksitaputri, 2012). According to
Fakhruddin (as cited in Marwah Noor, 2015), the
greater the company’s assets generally will attract
more investors to own the company’s shares. The
results of research by Marwah Noor (2015) and
Triyono, Raharjo, and Arifati (2015) show that
company size influences firm value. Similarly, the
results of the research by Dogan (2013) along with
Niresh and Velnampy (2014) show that there is an
influence between company sizes on company
profitability, the study hypotheses are formed as
follows:

HI: Capital expenditure has a positive effect on
firm value.

H2: Capital expenditure has a positive effect on
financial performance.

H3: Company growth has a positive effect on
firm value.

H4: Company growth has a positive effect on
financial performance.

H5: Company size has a positive effect on firm
value.

H6: Company size has a positive effect on
financial performance.

H7: Financial performance has a positive effect
on firm value.

HS8: Financial performance mediates the effect
of capital expenditure on firm value.

H9: Financial performance mediates the effect
of company growth on firm value.

H10: Financial performance mediates the effect
of firm size on firm value.

H11: Capital structure moderates the effect of
financial performance on firm value.

3. RESEARCH DESIGN AND METHODOLOGY

The method used in this study is to use a type of
causal research, namely research that aims to test
hypotheses about one or several variables
(independent variables) against other variables.

3.1. Sample and data collection

The population in this study is LQ-45 companies
listed on the Indonesia Stock Exchange (IDX) for the
period of 2013-2017 and publishes its report on
w.w.w.idx.co.id. Sample selection uses purpose
sampling where the sample doesn’t have a public
ownership structure and financial statements in
rupiah.

Hypotesis testing using the macro syntax
command as follows:

modmedvars = PBV ROE DER Capex/dv = PBV/med = ROE/d
v model = ROE DER/mmode = Capex/jn = 1

modmed vars = PBV ROE DER Growth/dv = PBV/
med = ROE/dv model = ROE DER/mmodel = Growth/jn = 1

modmed vars = PBV ROE DIR Size/dv = PBV/med = ROE/dv
model = ROE DER/mmodel = Size/jn = 1

3.2. Dependent variable

According to Sugiyono (2016, p.39), Dependent
Variables/Bound Variables are: Variables that are
affected or that are due, because of the independent
variables. The dependent variable in this study is the
value of the company.

3.3. Independent variables

According to Sugiyono (2016, p. 39), Independent
Variables are Variables that influence or are the
cause of changes or the emergence of dependent
variables (bound). The independent variables in this
study are capital structure, profitability, company
size and company growth. The definitions and
operations of each variable are as follows:

Table 1. Definition and measurement of variables

No. Variable Definition Measurement

1. Capex Capital Expenditure Total Fixed Asset

2. Growth Company Growth Total Sales

3. Size Firm Size Total Asset

4. DER Capital Structure Total Debt/Total Equity

5. ROE Financial Performance Net Income After Tax/Total Equity

6. PBV Firm Value Market Price per Share/Book Value per Share
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4. RESULT AND DISCUSSION

4.1. Descriptive statistics

Table 2. Descriptive statistics

1. Test Modmed Effect of Capital Expenditure
(Capex) (X1) on Company Value (PBV) (Z) through
Financial Performance (ROE) (Y) moderated by
Capital Structure (DER) (M)

Table 4. Dependent variable model

. L . Std.
Variable Minimum | Maximum Mean Deviation Coeff SE T Plt]
Capex 13.29 17.7 15.8406 1.07059 Constant -3.2382 4.8146 -0.6726 0.5047
Growth 0,00 1.11 0.154 0.20385 Capex 0.0565 0.2466 0.2292 0.8198
Size 15.89 19.5 17.3374 0.9507 ROE 4.7895 1.9952 2.4005 0.0206
ROE 0.2 3.31 0.7896 0.55985 DER 38.8443 10.6007 3.6643 0.0007
DER 0.06 0.33 0.1592 0.05465 Inter2 -41.6667 15.7762 -2.6411 0.0113
PBV 0.51 8.95 2.854 1.85469 Note: Interaction Terms: Inter2: ROE * DER.
Valid N
(listwise) Table 5. Mediator variable model
Table 3. Correlations matrix Coeff SE I Plt]
Constant 2.9881 1.1553 2.5864 0.0128
Pearson correlations matrix Capex -0.1388 0.0728 -1.9072 0.0625
Capex | Growth | Size ROE DER PBV
Capex 1 -418" | 643" | -.265 | .007 | -.098 Table 6. Conditional indirect effect at specific
Growth | -.418 1 .035 .624 .026 -.117 value(s) of the moderator(s)
Size .643 .035 1 467 -.255 | -.248
ROE -.265 .624° 467 1 _ -375" | - .21§ DER Ind Eff SE 7 Pz
DER .007 .026 -.255 | -.375 1 436 =
— 0.1045 -0.0602 0.091 -0.6611 0.5085
PBV -.098 -.117 -.248 | -.218 | .436 1
Note: **. Correlation is significant at the 0.01 level (2-tailed). 0.1592 02559 0.1766 1.4494 0.1472
T 9 ’ ’ 0.2139 0.572 0.3815 1.4994 0.1338

Descriptive statistics provide a description of a
data that is seen through the minimum/maximum
value, the mean (average) standard deviation
(Ghozali, 2016, p. 19). Table 3 presents descriptive
statistics for the full sample of 114 firm-year
observations. The average value of capital
expenditure (Capex) is 15.8406, the average growth
of the company (Growth) is 15.4%. The average value
of company size (Size) is 17.33374, the average value
of financial performance (ROE) is 0.7896, and the
average value of capital structure (DER) is 0.1592.
The average value of the firm’s value (PBV) of 2.8540
indicates that the company that has become a
sample in its investment activities can already
generate profits that provide a higher value than
investment expenses.

4.2. Testing hypotheses

Moderator and Mediator (Modmed) Variable
Analysis basically shows how far the influence of
independent variables on the dependent variable.
The result of modmed analysis is Capital
Expenditurem (Capex), Company Growth (Growth)
and Company Size (Size) had no effect on Company
Value (PBV). It meant HI, H2, H3 rejected. Capital
Expenditure (Capex) does not affect financial
performance (ROE) H2 rejected, Company Growth
(Growth) and Company Size (Size) have a
significant effect on ROE its mean Ha4 and Ha6
accepted. Financial Performance (ROE) has a
significant positive effect on Value Company (PBV)
its mean H7 accepted. Financial Performance (ROE)
does not mediate the effect of Capital Expenditure
(Capex), Company Growth (Growth) and Company
Size (Size) on Firm Value (PBV) its mean HS8, H9 and
HI10 rejected. Capital Structure (DER) moderates
the influence of Financial Performance (ROE) to
company value (PBV) its mean HI11 accepted. The
results of the modmed analysis can be seen in the
in the groups of tables presented below:
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Note: Moderator values listed are the sample mean and

+/- 1 SD.

2. Modmed Test The Effect of Company
Growth (X2) on Company Value (PBV) (Z) through
Financial Performance (ROE) (Y) moderated by
Capital Structure (DER) (M).

Table 7. Dependent variable model

Coeff SE t P>t/
Constant -2.7008 1.4560 -1.8550 | 0.0702
Growth -1.8159 1.5183 -1.1960 | 0.2380
ROE 5.1992 1.8065 2.8781 0.0061
DER 40.5493 9.7170 4.1730 | 0.0001
Inter?2 -41.2933 | 14.0768 | -2.9334 | 0.0053

Note: Interaction Terms: Inter2: ROE * DER.
Table 8. Mediator variable model

Coeff SE t P>t/

Constant 0.5259 0.0787 6.6846 0.000

Growth 1.7126 0.3099 5.5263 0.000

Table 9. Conditional indirect effect at specific
value(s) of the moderator(s)

DER Ind Eff SE z P>|Z|
0.1045 1.5108 1.1455 | 1.3189 0.1872
0.1592 -2.3543 1.4563 | -1.6166 0.1060
0.2139 -6.2194 2.7375 | -2.2719 0.0231

Note: Moderator values listed are the sample mean and

+/- 1 SD.

3. Modmed Test Effect of Company Size (X3) on
through Financial

Company

Performance

Value

Structure (DER) (M).

&

(PBV)
(ROE) (Y) moderated by Capital

(2)
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Table 10. Dependent variable model

Coeff SE t P>lt]
Constant -2.1606 5.6106 -0.3851 0.7020
Size -0.0012 0.2944 -0.0041 0.9967
ROE 4.5700 1.8151 2.5178 0.0154
DER 37.791 10.332 3.6577 0.0007
Inter2 -40.0943 15.3500 -2.6120 0.0122

Note: Interaction Terms: Inter2: ROE * DER.
Table 11. Mediator variable model

Coeff SE t P>[t]
Constant -3.9765 1.3051 -3.0468 0.0038
Size 0.2749 0.0752 3.6572 0.0006

Table 12. Conditional indirect effect at specific
value(s) of the moderator(s)

DER Ind Eff SE Z P>|Z]
0.1045 0.1040 0.1469 0.7081 0.4789
0.1592 -0.4984 0.2772 -1.7982 0.0721
0.2139 -1.1008 | 0.5483 -2.0076 0.0447
Note: Moderator values listed are the sample mean and
+/- 1 SD.

Table4 shows that the Capital Expenditure
(Capex) variable has no effect on the company value
(PBV) with a coefficient of 0.565 and is significant at
0.8198 or greater than 0.05. So it can be concluded

that HI is rejected.

Table 5 shows that the Capital Expenditure
variable (Capex) does not have a significant effect on
Financial Performance (ROE) with a coefficient value
of -0,1386 and significant at 0.0625 or greater than

0.05 so it can be concluded that H2 is rejected.

Table 7 explain the Growth variable has no
influence on Company Value (PBV) with a coefficient
value of -1.8159 and significant at 0.2380. So it can
be concluded that H3 is rejected.

Table 8 shows that the Growth variable has a
significant effect on ROE with a coefficient value of
1.7126 and significant at 0,000. So it can be

concluded that H4 is accepted.

Table 10 shows that the Size variable has no
effect on PBV with a coefficient of -0.0012 and is
significant at 0.9967. So it can be concluded that H5

is rejected.

Table 11 shows that the Size variable has an
influence on PBV with a coefficient value of 0.2749
and significant at 0.0006. So it can be concluded that

HG6 is accepted.

Tables4, 7 & 10 show that the Financial
Performance (ROE) variable has a significant positive
effect on the coefficient values of 4.7895, 5.1992,
4.5700 and significant at 0.0206, 0.0061 and 0 .0154
or smaller than 0.05. So it can be concluded that H7

is accepted.

Table 6 above explains the indirect effect with a
moderator value of its mean, mean +1 std and mean
-1 std dev. With a mean DER moderator variable of
0.1592, the magnitude of the indirect effect is
0.2559 and significant at 0.1472. So it can be

concluded that H8is rejected.

Table 9 explains the

concluded that H9is rejected.

indirect effect with a
moderator value of its mean, mean +1 std and mean
-1 std dev. With a mean DER moderator variable of
0.1592, the magnitude of the indirect effect is -
2.3543 and significant at 0.1060. So it can be
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Table 12 explains the indirect effect with a
moderator value of its mean, mean +1 std and mean
-1 std dev. With a mean DER moderator variable of
0.1592, the magnitude of the indirect effect is -
0.4984 and significant at 0.0.0721. So it can be
concluded HI0 is rejected.

The results of Table4 explain the effect of
mediator variable (ROE) on dependent variable (PBV)
depend on the moderator variable (DER) (interaction
coefficient of -41.66667 and significant at 0.0113.
Table 7 results. Explain the effect of mediator
variable (ROE) on dependent variable (PBV) depend
on moderator variable (DER) (interaction coefficient
of -41.2933 and significant at 0.00053). Results of
Table 10 explain the effect of mediator variable
(ROE) on dependent variable (PBV) depend on the
moderator variable (DER) (interaction coefficient of -
40.0943 and significant at 0.0122. So it can be
concluded HI1 received.

5. CONCLUSION

Capital Expenditure (Capex) doesn’t influence firm
value (PBV). This shows that the acceleration of
changes in assets does not affect the size of the
acceleration of changes in the wvalue of the
company. The choice to accept investment means
the manager must prepare funds to finance the
investment. The expenditure of funds to finance
this investment is part of capital expenditure
whose benefits will only be obtained after a few
years later. Regardless of the source of funds used
to finance this capital expenditure, then if an
investment has been chosen it means that there is
hope of the investment to increase the wealth of
the owner. This result is in line with research
conducted by Lew (2015) and Andrian (2012) which
states that Capex does not affect the value of the
company, especially in high-tech companies
compared to low-tech companies.

Capital Expenditure (Capex) does not affect
on Financial Performance (ROE). Capital
Expenditure is part of the investment made by the
company (Sudiyatno & Puspitasari, 2010). To
conduct daily operational activities, capital
investment or capital expenditure is needed in the
form of tangible assets such as factories,
machinery, equipment, supplies and other tangible
assets to produce each unit of sale in the long run
(Elmasry, 2004). The benefit of capital expenditure
increase is obtained for the long term. A factor that
also contributes to this is management ability, and
most importantly not the amount of the value of
investment capital (amount of capital expenditure)
but how effective the investment is utilized.

Company Growth has no effect on Firm Value
(PBV). Investors are still considering other factors
in determining the value of a company. High sales
do not yet determine that a good company and low
sales do not determine that the company is not
good for investment. This is because the
manufacturing sector always experiences ups and
downs in sales and corporate profits. The results
are different from the research conducted by
Aggarwal (2017). The findings of the study reveal a
significant relationship between firm values with
size.

Company Growth (Growth) affects the Financial
Performance (ROE). Growth affects ROE, through
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assets owned so that it affects the productivity and
efficiency of the company which in turn affects the
Financial Performance (ROE). The faster the
company’s growth, the company’s ability to produce
higher profits, which means that the assessment of
the Financial Performance ratio (ROE) is also high.
Because sales growth has a positive effect on a
company’s financial performance, management
focusing on profits and reinvesting profits into the
company may be a better strategy in the long run.
Other possible strategies to increase sales include
the use of resources to invest in new technology,
product diversification, diversification and
penetration in regional and international markets.
The results of this study are supported by research
conducted by Kouser et al. (2012) and Odalo (2016)
which show that Growth has a positive effect on
ROE.

Company Size (Size) has no influence on the
value of the company (PBV). The results of this study
indicate that investors in making decisions for
investment do not make the size of the company as
a weight in decision making, but rather choose the
profit that will be generated by the company. This is
because the sample studied is companies listed as
LQ 45 on the Indonesia Stock Exchange which are
large category companies. Research Purwohandoko
(2017) and Tui (2017) have different results the
company has an influence on company values. Large
companies have large market capitalization; book
value is also big and big profit. Investors tend to be
more interested in large-scale companies. This is
because large companies tend to have more stable
conditions. This stability attracts investors to own
shares in the company, and this will cause an
increase in share prices in the capital market.

Company Size (Size) has an influence on
Financial Performance (ROE). This is due to the
greater size of the company which is seen from the
total assets will encourage an increase in the portion
of funds that the company uses to increase
production activities. Like, doing innovation,
business development and investing. The maximum
utilization of assets will bring opportunities for
companies to earn profit and improve financial
performance. The results are the same as a study
conducted by Ruslan (2018) that Company Size has
an influence on Financial Performance.

Financial Performance (ROE) has a significant
positive effect on Company Value (PBV). The relevant
ROE information gives a positive signal for investors
to react, the greater the ROE ratio produced, the
better, because the company’s ability to achieve
profits is considered high enough which will have an
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Moderator). Quasi moderation is a variable that
moderates the relationship between the independent
variable and the dependent variable which also
becomes the independent variable. Hoque et al.
(2014) capital structure (CS), have influenced value
of the firm (VF) on Dhaka Stock Exchange.

This study has limitations so that next research
needs to consider a wider sample, using a longer
study period of more than 5 years and adding back
new variables that are thought to have an effect on
company value. This is so that the conclusions
drawn from the researchers have broader scope and
are not only LQ 45 companies listed on the IDX but
also need to cover all small and large companies
from various countries.
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