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Abstract

Individuals and organizations cannot avoid the era of the Fourth
Industrial Revolution (Industry 4.0) in any part of the world by
utilizing the latest technological bases. These transformations will
change the way humans live and interact in the future. Enterprise
decisions are taken and become the most important from
the firm’s value empirical models. This study aims to establish
the implications of an empirical model of a firm’s value through
some determinant factors, i.e., financial ratios with profitability
and leverage, intellectual capital with human capital employment,
the dividend policy, and audit quality with Big 4 category proxy.
The research uses a causal-comparative type with a quantitative
approach. Eleven final samples of automotive and components
subsectors enterprises of the listed shares in Indonesian Stock
Exchange (IDX) were appointed, from 2013 till 2019 by purposive
sampling technique. Multiple regression was applied to analyze
data on the proposed equation models. The findings state that
the profitability and audit quality has positive significance, but
leverage, intellectual capital, and dividend policy insignificant
implications for predicting the firm’s value empirical model.
Keywords: Profitability, Audit Quality,
Models
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1. INTRODUCTION

Individuals and organizations cannot avoid the era A

increased to around 212,000 units, increasing about
84 percent compared to the 2005 to 2008 midpoint.
significant increase occurred, especially in

of the Fourth Industrial Revolution (Industry 4.0)
in any part of the world by utilizing the latest
technological  bases. These changes and
transformations will change the way humans live
and interact in the future (Roblek, MesSko, & Krapez,
2016). The automation and technical enhancements
and continuous alteration in Asia’s robotics sector
industry have increased swiftly, with an even sales
crank up of 12 percent per year. The average
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2012-2016 (IFR, 2017). The application of this robot
installation will be very widely used by the heavy
industry or manufacturing category, one of which is
automotive sector companies face short-term
obstacles and must use an integrated organizational
approach to technology and innovation to remain
sustainable in the industrial ecosystem 4.0 (Deloitte
Insights, 2020, p. 7). Furthermore, the growing cyber
threat should focus on the manufacturing industry
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through knowledge sharing among other industry
categories (p. 12). One of these transformations can
be applied in an optimization design that requires
thinking to consider manufacture efficiency,
develop standardization to propose large-scale
customization, and easy transportation and
assembly. According to the McKinsey & Company
report, this case can be implemented in the
automotive industry, in which business models and
plants maximize efficiencies and quality and their
productivity betwixt 3-12 percent (Bertram et al.,
2019, p. 28).

Forecast of annual worldwide supply of
industrial robots predicts in 2017 until 2020
generate information about average per year
forecast rate for robot installations in 2018 to 2020
is 15 percent at least, i.e., 15 percent in America,
Asia, and Australia, and 11 percent in European
countries. Aggregate sales will extend globally in
2020 to about 520,900 units, with a span of time
in 2017 and 2020, extending 1,7 million fresh
manufacturing robots installed in factories
worldwide. In 2017, around 346,800 units or
18 percent, with a majority in Asia or Australia of
21 percent. The performance of the practice in
the manufacturing industry with digital concepts on
the concept in the United States with the term
“Advanced Manufacturing”, in China with
the term “Made in China 2025”, and in Germany
with the term “Industrie 4.0” until 2019 emerging
new sectors are not a concern mainly (Pardi, 2019).
Several data from the global report and working
paper above give a shred of evidence that
the automotive enterprises, which implement
arevolution industry, can a good prospect for
investor take on business decisions to reach
the firm’s value. On the other side, this phenomenon
becomes tools for the regulator, third parties,
costumer, lender or bank, and another to take
transparent information as monitoring, description,
assessment, and monitoring mechanisms.
The financial ratio tool will be the main reference for
investors and stakeholders to obtain information
from the firms. Commonly reviewed proxies are
the enterprise’s solvency and profitability, which
describe its business capabilities and attractiveness.

Competition in the global world of career,
especially the younger generation through creativity
and enthusiasm, can generate an intellectual
property in human resources and provide input for
companies to formulate strategies to improve
optimal business performance (Deloitte, 2018).
Descends of this concept called for a range of
quality and innovative human resources to support
business people to continue to exist. The ownership
theory exhibits investors’ interest in investing in
good physical, human, and structural capital
resources and increases their value. The cost-benefit
analysis of detailed human capital investment (HCI)
requires each project's appropriate parameter to
develop specifications and their impact on
the business returns. Value creation requires human
capital using the enterprise goal, namely efficiency,
when the enterprise has competence compared to
other competitors, such as new production methods
that can lead to reduced production costs, this will
have a strike on grow-up sales and firm’s value
(Abdelrhman, Labib, & Elbayoumi, 2014). Investing in
human capital depends on a firm manager’s attitude
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in making decisions that impact the enterprises’
financial health (Veltri & Silvestri, 2017); this
condition will certainly directly impact a firm’s
performance.

Enterprise optimization analysis and
processing modeling will be very important for
enterprises for strategic decision-making. This
decision can be seen from the firm’s value in
the portfolio of shares, bonds, PBV ratio, MPS ratio,
and other proxies. The theoretical firm value can be
defined as the amount paid by someone to buy or
take over a business entity based on book or market
value to maintain the enterprise’s survival and
compete in a superior and competitive manner
(Teece, 2018). The dividend policy, which is included
in the firm’s equity, is inseparable from the previous
year’s dividend distribution experience in
institutional ownership become a policy problem for
management. The dividends also pose the firm’s
capital as a percentage of gain is called payout ratio,
and a hundred percent less payout percentage is
called retention ratio (Gunarathne, Priyadarshanie, &
Samarakoon, 2016). Investors realize that income
growth will build a stable dividend payment policy
and not impact companies’ growth with high growth
expectations (Ahmad, Barros, & Sarmento, 2018).
The prediction of dividend payments also comes
from investors who tend to pressure the
management in the short term, as stated in agency
theory. The principal will prefer this on behalf of
future investment opportunities (Driver, Grosman, &
Scaramozzino, 2020). Changes in share prices can
motivate investors to withdraw or sell their shares.
This condition is very detrimental to the enterprise,
urging management to formulate policies such as
paying available cash to institutional shares to
maintain its value. However, institutional ownership
having a significant amount of majority shares will
automatically take part in the dividend determination
process. Stakeholders will directly monitor huge
companies that sell their shares to the public.
Improving the quality of intellectual capital disclosure
will get better benefits than low disclosure; this
impacts the lower cost of available information. This
situation can convince management to make
important information for business actors and
market share to increase a firm’s value (Vitolla,
Raimo, & Rubino, 2019). The appointment of a public
accounting firm (PAF) and the pricing of audit fees in
an audit engagement are also of particular concern to
all stakeholders, especially in facing the global
market. Audit quality can be understood as the
possibility or attempt to detect audit failure, limiting
opportunistic management behavior. The measured
components include auditor characteristics, task
characteristics, and environmental characteristics
(IAASB, 2014). The audit quality likewise brings down
agency problems betwixt of management and
stockholder’ well-of welfare, information asymmetry,
and material misstatements of international
diversified corporate (Alsmairat, Yusoff, Md Salleh, &
Basnan, 2018).

The firm’s value has always been known as
the most important for academics in a review and
research. It is interesting to analyze, study, and
research with research models on several factors
such as financial ratios, dividend policy, and others.
Financial ratios and dividend policy that influences
the firm’s value, i.e.,
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1) The profitability with retention policy
positively and no significant towards dividend
policy. In contrast, the dividend policy is significant
toward the corporate value at 36 cement sector of
manufacturing enterprises listed on the Karachi
Stock Exchange (Malik & Magsood, 2015).

2) The significant leverage factors determinant
and implication towards the firm’s value are
insignificant and negatively impact the company’s
value using Tobin’s Q ratio at 27 property and real-
estate enterprises listed in the Indonesian Stock
Exchange (IDX) (Hakim & Sunardi, 2017).

3) Dividend policy with cash and stock dividend
are in disagreement with the dividend irrelevance
theory hint at the price-earnings ratio at 198 firms
listed on Chittagong Stock Exchange (Abdullah,
Quader, & Saha, 2018).

4) The dividend payout policy has a positive
and significant direct effect while insignificant to be
a connecting factor on 320 CFOs enterprise’s
financial performance in 11 leading industries in
Pakistani Stock Exchange (Hunjra, 2018).

5) The leverage ratio and dividend policy be
found no significant result toward the firm’s value
with Tobin’s Q proxy at 11 breweries and beverages
enterprise listed in the Nigerian Stock Exchange
(Odum, Odum, Omeziri, & Egbunike, 2019).

6) The dividend policy and profitability have a
significant toward the firm’s value. In contrast,
leverage has no significance toward the firm’s value
with Tobin’s Q proxy at 21 financial sectors listed in
the IDX (Endri & Fathony, 2020).

7) The dividend policy found a positive toward
the firm’s value. In contrast, profitability and
leverage have no indirect consequence on the firm'’s
value through Tobin’s Q proxy in assessing dividend
policy with at 11 enterprises of automotive and
components subsectors listed in the IDX (Kadim,
Sunardi, & Husain, 2020).

Some research has done on intellectual capital
factors contributing to the firm value model’s
development, i.e.,

1) Intellectual capital with VAIC™ method
consists of VACA, VAHU, and STVA has a positive
correlation on enterprise performance with ROE,
EPS, and annual stock return at 327 firms listed in
Singapore Stock Exchange (Tan, Plowman, &
Hancock, 2007).

2) Intellectual capital with HCE, SCE, and CEE
has a positive correlation toward enterprise
performance with the accounting-based approach.
In contrast, insignificant with a marked-based
approach (Tobin’s Q proxy) at Saudi Financial Market
consists of 171 firms from 15 sectors and Bahrain
Bourse of 27 firms from 6 sectors (Hamdan, 2018).

3) IC-disclosure has a positive and significant
toward enterprise performance with ROE proxy on
45 integrated reports sections of the IIRC website
(Vitolla et al., 2019).

4) Intellectual capital with VACA proxy failed to
predict each of the dividend policy and firm’s value
at IDX of 11 firms from automotive and components
subsectors (Kadim et al., 2020).

5) HCI with ability, education, experience,
knowledge, skill, and training dimensions has a high
contribution towards organizational performance on
95 lecturers respondent of the UiTM Kelantan (Nawi,
Tambi, Samat, & Baistaman, 2020).
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The research likewise has done on audit quality
measurement contributing to the firm value model’s
development, i.e.,

1) Audit quality with audit fee proxy has
a positive and significant correlation. In contrast,
audit rotation proxy has an insignificant relationship
toward the firm’s performance with Tobin’s Q proxy
at 980 firms in Malaysian listed companies (Sayyar,
Basiruddin, Abdul Rasid, & Elhabib, 2015).

2) Audit quality with three lines consists of two
non-Big 4 PAF, each of one Big 4 and non-Big 4 PAF, or
two Big 4 PAF have positive and significant toward
value relevance of accounting measures at 1.836 firms
in Kuwait Stock Exchange (Alfraih, 2016).

3) Audit quality with Big4 categories has
a significant correlation toward the firm’s value with
excess value proxy at a financial and non-financial
industry in Amman Stock Exchange (Alsmairat
et al., 2018).

The concept of Industry 4.0 in Indonesia
switches to the latest technology and reducing
the workforce opens up opportunities for the
fabrication ability of the national motor vehicle
fabrication with a moldable fabricating system that
strikes low operational costs (Kementerian
Perindustrian, 2017; Kadim et al., 2020). Optimistic
the Association of Indonesian Automotive Industries
(GAIKINDO) on the automobile trading target load of
1,1 million items by passenger wheels market. Based
on the Ministry of Industry of the Republic of
Indonesia’s release, the achievement has reached
50 percent of exports until July 2019. There were
347 thousand units of CBU and CKD exports and
more than 86,6 million components in 2018.
The contribution GDP of 10,16 percent supports this
industrial subsector in 2017 with a target of 1,29
million wheels for 2020. This study will develop
an empirical model-based, which focuses on
the firm’s value aspects as an aim of this research.
This model uses the financial ratio factor with
profitability and leverage measurement, and then
dividend policy for describing the firm’s value
contribution, which many have findings impact from
researcher’s previously. Additionally, the intellectual
capital approach with human capital employees
especially, which not many yet examining. Audit
quality and firm’s value model contribution, with
dominant, is still researched, is the public
accounting firm’s Big 4 category measurement from
prior study proxy.

This study focuses and prevails on automotive
and components subsectors operating in the IDX,
one of the most rapidly emerging markets to
generate a gross domestic product as a capita’s
national income, from 2013 till 2019 years. The
initial period state is background have implemented
International Financial Reporting Standard (IFRS) in
financial reporting information to investigate this
firm’s value empirical model. The results state that
enterprises by profitability and solvency ratios
attain better firm’s value. Further, the higher is
the payout ratio of dividend policy, the higher firm’s
value the performance with Tobin’s Q score. Both of
them instrument consistently with the agency and
signaling theory. While for the human capital
employee measure of intellectual capital, results
reveal that the higher resource ownership is also
regarded as a goodwill increase value of equity.
The audit quality with Big4 PAF category in this
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proposed study expectable to add a literature a firm’s
value empirical model in an emerging market,
especially in the Indonesia context.

The contribution of this study is twofold. First,
the paper provides novel proof on the firm’s value
between the Big4 of size PAF and considers
the specific context of the IDX market, i.e,
automotive and components subsectors. Prior
research still uses an instrument partial empirical
model as a seat on one or two of the diverse factors,
but this research allows all diversity factors. Second,
it reflects on the audit quality factors viz. Big 4
category of measurement to combining the financial
ratios, intellectual capital, and dividend policy
the automotive and components subsector of better
prospect against any future firm’s value. The
structure of the paper is arranged as follows.
Section 2 lays out the literature review and research
hypotheses. Section 3 plots the research patterns.
Section 4 reports the findings of the research and
Section 5 presents the discussion. Section 6 sum up
and extend implications for hereinafter study in
the future.

2.LITERATURE REVIEW AND HYPOTHESES
DEVELOPMENT

2.1. Literature review

Agency theory was familiarizing, i.e., Jensen and
Meckling (1976), underlies the enterprise’s business
practice, which commences with the merger of
economic theory, decisions, and sociology, and
organization. This theory also explains the problem
of stakeholders’ interests who have agency conflicts
because of the enterprise’s tendency not to act
following the principal’s interests. Managers have
every encouragement to consume corporate wealth
since such consumption costs are not borne by
themselves (Igbal-Hussain et al., 2015); this gap
raises agency costs to safeguard the principal’s
interests in the investment framework and firm’s
value. A financial ratio is used as one tool to predict
investor wealth as a return on investment. Audit
quality in this study is that the better the company
that is assessed based on the audit opinion audited
by the Big 4 category of public accounting firms,
the better the impact on increasing stakeholders’
confidence in the firm’s value. This condition
trusted can reduce every conflict of interest betwixt
management and principal in agency theory.
On the other hand, Hill and Jones (1992) stated that
managers also crave high leverage to leverage
the enterprise’s investment and working capital.
Meantime, the stakeholder theory believes that
the enterprise is a relation of the bond between
sundry stakeholders’, both implicitly and explicitly
(Firmansyah & Estutik, 2020). As an intangible asset,
intellectual capital craves human resources with
supporting technology that will bring employees
explicit knowledge to increase their value in
stakeholders’ theory. According to Miller and
Modigliani (1961) summaries, whether the profits
earned will be distributed in the form of dividends
or will be retained does not affect the value of
the enterprise in dividend irrelevance hypothesis
theory. Furthermore, academic research serves
theories and sub-models that specify dividend
policy, but no sole arrangement can direct dividend
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policy as various factors influence the dividend
judgment (Malik & Magsood, 2015). Fund budgeting
policy towards dividend payout ratio assumes that
the income distribution between dividends and
retained earnings does not affect investors’ benefits
level. On the other side, the dividend policy becomes
a tool for judging an investment to measure a real
firm’s value (Koutsoyiannis, 1982).

The firm’s value model was originally Miller’s in
1974, with the assumption widely used by
researchers: investors’ wealth will be comparable to
other investors investor confidence in management
that investors can trade and sell their ownership at
market prices, exchange for lending and borrowing
at a certain rate, and sale of assets resulting from
continuous sales and trading (Sundaresan, 2013).
This model explains that the firm’s value of
shareholder wealth will be obtained by owning it,
and the full trust is given to management (company
agents) to execute investor ownership in enterprise
activities with the expectation of a certain level of
return, both adding to their personal wealth and
adding or making investment decisions. This return
rate is manifested in a dividend policy that is fully
regulated by management, while the expected
interest rate is the return promised in the agency
contract.

Brigham and Houston (2015) stated that
afirm’s value could also be illustrated as is
the present worth of presuming free cash flow
computed a balanced on the average cost of capital.
The enterprise value can calculate exert the ratio
information toward market value viz. the price-to-
earnings ratio (PER), price/cash flow ratio (PCFR),
the price-to-book value (PBV) ratio, and market-book
ratio (MBR). The PER is regularly applied to
approximate the owners’ largeness of quantum
value. This ratio the largeness that investors are
throw away to allowance for every dollar of
enterprise income. This ratio degree specifies the
reliance that investors have on the firm’s schedule
to convert. The high-rise the PER, the sizeable
the investor reliance. PER is quantified by divide
market price per share of common stock with
earnings per share (Gitman & Zutter, 2015, p. 82).
The PCFR vyield an investor repeatedly peer
the amount stock is chain more attentive to cash
flow than a net. PCFR is quantified by divide price
per share with cash flow per share (Brigham &
Houston, 2015, p. 116). The MBR yield mediates on
how investors view the enterprise’s achievement,
which ties-up the market share of the enterprise’s
share to its book value - austere accounting -
benefit. MBR is quantified through divide common
stock equity by the number of shares of common
stock outstanding (Gitman & Zutter, 2015, p. 83).
Professor James Tobin deployed another proxy as
a relief applied to count a firm’s value. This ratio is
handy because it shows the immediate money
markets on each incremental investment dollar.
Tobin’s Q proxy is quantified by divide the market
value of equity added to total debt with total assets
(Klapper & Love, 2004). Brigham and Houston (2015)
stated that profitability is the total assets’ return is
the potentials of the mostly effectiveness of input
the income enterprise with its obtainable assets.
In the past, the manager’s surveillance was based
usually on net income from accounting approach,
obvious income, income before tax expense,
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profitability ratios (ROA, ROA, ROS), the quantity of
income from sales or cash flow (Fijatkowska, 2014).
ROA proxy is quantified by divide the net income
after tax with total assets (Gitman & Zutter, 2015,
p. 81). Leverage is one of the solvency ratios, which
is utterly popular among researchers. The total debt
divided by equity ratios is in the use of capital
structure components connected mutually. This
ratio is called the debt-to-equity ratio (DER) proxy.
DER is quantified by divide the total debt with total
capital (Brigham & Houston, 2015, p. 452).

Public (2000) deployed proxy to measure
intellectual capital. This measurement assumes
the company’s main resources effectiveness and
usually measures regional efficiency past Croatia
events. Intellectual capital can be supposed that
traditional accounting is derived from cost control.
Synchronously, value creation is gripping into
account, and the business focuses on the long term.
Business success indicators are profit, cash flow,
market and leadership share, and revenue growth,
deliver questions and notice its value creation for
shareholders/owners. The knowledge base and value
creation in the modern economy are closely related
to investing. Knowledge is the main competitive tool,
namely the leverage to increase human labor
productivity and organizational value (Iazzolino &
Laise, 2013). The nature of the value invention
process (profit, the high price per share) relates to
intangible forms of value invention, such as a good
reputation and human resources investment.
The VAIC™ component is a performance assessment
that is supposed to happen in the modern economies
involves counting the firm’s main resources
(Fijatkowska, 2014). This method prioritizes labor
treatment as an entity for value added (VA); this
describes the newly built wealth of a time. VA is
separated into two sections, amount to human and
structural capital (HC; SC). The two components use
physical capital (CA) or the shortened by VACA in
value added capital coefficient. VACA is quantified by
divide value added with engaged physical capital
(Tan et al., 2007).

The shareholder’s desire to derive from
the enterprise retained earnings for a look at
a future period described by dividend policy. The
flotation costs that appear appropriate to the sale of
new stock occasion changes in share prices and
influence dividend policy (Brigham & Houston, 2015,
p- 345). The dividend policy can decide the share
price and raises certainty about the shareholders’
answers. Dividend policy measurement is
widespread using the dividend payout ratio (DPR).
The dividend policy can decide the share price and
raises certainty about the shareholders’ answers.
Dividend policy measurement is widespread using
the dividend payout ratio (DPR). DPR proxy is
quantified by divide dividend with net income.
(Titman, Keown, & Martin, 2013, p. 259).

Research studies explorations the audit quality
model construct that uses audit firms' proxy
measures. Good quality of audits is bringing out by
list the PAF ever released research on audit quality
and auditor size (DeAngelo, 1981; IAASB, 2014).
Audit quality is an arrange recognition states that
improving the standard of dimension reporting on
the audit quality is an operation that is not
constructed by the earnings management
compensate of the auditor’s propensity to going-
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concern opinions (Svanstrom, 2013). The audit
quality focuses more on input for the process than
the PAF reporting by looking at the comprehensive
particular lacking (Christensen, Glover, Omer, &
Shelley, 2016). According to the Auditing Standard
No. 2, the audit views the importance of disclosing
the name of the engagement counterpart on the
accountant public (AP) form to the audit quality
engagement in detect weaknesses of materiality level
in internal control in the context of the internal and
external environment of the client (PCAOB, 2015).
Furthermore, the rotation of PAF is essential in
responding to problems that arise over audit
findings to increase the entity’s accountability and
impact audit quality (Khorunzhak, Belova, Zavytii,
Tomchuk, & Fabiianska, 2020). Thus, the reputation
of the auditor or PAF is crucial to make good audit
quality. The audit quality is quantified with divided
a PAF with Big4 and non-Big4 categories. In
particular of context in Indonesia because there is
no difference in measurement using natural log fee
audit (LNFE) proxy and Big 4 denominations (Husain
& Syniuta, 2020).

2.2. Hypothesis development

The profitability of financial ratio based on prior
research has linked imply with a firm’s value. This
standard is the easiest benchmark for investors to
determine whether the firm’s performance is good
or bad as a signaling theory cue. Malik and Magsood
(2015) discovered that the net profit margin in
measuring profitability positively impacts market
capitalization but insignificant, representing one of
the firm’s values dimensions. Investor views
the enterprise’s performance from its profitability,
so managers should focus on developing high
growth opportunities to increase their market
capitalization. Alsmairat et al. (2018) stated that
the return on assets as a control firm'’s characteristics
has positively impacted the excess value and
insignificant, representing one of its firm’'s value
proxy. Managers need to comprehend enterprises’
characteristics in advanced and developing countries
in the context of global diversification for identifying
the better firm’s value. Odum et al. (2019) found that
the profit after tax in measuring profitability ratios
positively impacts the firm and significant.
Enterprise managers whose interest is to up the
firm’s value to create a positive climate for future
investors and the desire to invest will increase. Endri
and Fathony (2020) concluded that the return on
assets in measuring profitability ratios also
positively impacted its value and significance. This
proxy plays a crucial role for amanager in
maintaining a firm’s sustainability and presents
a firm’s prospects to investors. Kadim et al. (2020),
through these findings, show that the ROA proxy in
measuring profitability has a positive effect on the
firm’s value but not insignificant. This condition is
stimulating for enterprise managers to evaluate
profitability as a benchmark in achieving a firm’s
performance. A good profitability ratio performance
will increase the enterprise’s benefits in the
nowadays period as an asset return, which implies
increasing firm value. In consequence, the first
alternative hypothesis declaration as follows:

HI1: A firm’s value positively impacted by
profitability ratio.
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The solvency of financial ratio based on prior
research has linked imply with a firm’s value. This
standard is also the benchmark for investors to
determine whether the firm’s performance has
the ability to meet its debt obligations as
a stakeholders theory, which management
responsible to stakeholders in disclosing enterprises
information about existence. Sayar et al. (2015)
discovered that debt to total assets has negatively
impacted the firm’s performance and insignificance.
These findings describe that obligations can degrade
level shareholders by over-investment is cause
the augmented risk of default and the increasing
cost of borrowing due to low firm performance.
Odum et al. (2019) stated that the total debt divides
total assets in measuring solvency ratios positively
impacts Tobin'sQ score and  significantly
representing one of the firm’s values dimensions.
Hakim and Sunardi (2017), Kadim et al. (2020), Endri
and Fathony (2020) found that the debt-to-equity
ratio in measuring leverage also negative and
positively impacted the firm's value and
insignificance, which all of them used Tobin’s Q
proxy. These findings above describe leverage as one
of the solvency ratios that identify how much debt
the enterprises have for ownership that comes from
the company and investors. A high solvency ratio
performance will increase the enterprise’s ability to
source by third parties, and equity, which users can
add working capital, implies increasing firm value.
In consequence, the second alternative hypothesis
declaration as follows:

H2: A firm’s value positively
solvency ratio.

The intellectual capital based on prior research
has linked imply with a firm’s value when
an enterprise’s manager as a firm’s agent has
the strength to create value added by utilizing the
enterprise’s resources, both human capital, physical
capital, and structural capital - three elements in
this stead which can boost the company’s
performance generally (Abdelrhman et al., 2014).
Besides, knowledge-based generate of intellectual
capital has more functions as an enterprise tangible
assets and creates intellectual capital determinant of
non-tangible assets (Fijatkowska, 2014). In particular,
the manager needs up-to-date technology and
human resource roles to encounter Industry 4.0 and
emerging market. Tan et al. (2007) give the initial
evidence that VAIC™ proxy of intellectual methods
relates to companies’ financial return. Hamdan
(2018) discovered that HCE of value added
intellectual elements has a statistically significant
link towards market value, representing the Bahrain
model with Tobin’s Q proxy; this condition gives
empirical proof of its importance intellectual capital
approach in emerging market-based performance
especially. Vitolla et al. (2019) found that the low
quality of intellectual capital disclosure (ICD) in
the integrated reports generates a return on equity,
representing one of the firm performance
dimensions. An investor can certainly and relevant
information about intellectual capital disclosure,
which minimizes the charge of accumulated private
information while the regulator can judge
the benefits and costs of ICD’s arise. Kadim et al.
(2020), through these findings, show that the VACA
proxy of intellectual capital has no significant
impact on the firm’s value, so it a crucial to evaluate

impacted by
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this measurement. Nawi et al. (2020) also give
a piece of empirical evidence, describe HCI in
the internal context imply to the performance.
An efficient firm’s performance implied by HC from
the VAIC™ approach will be better if measuring
a high score. In consequence, the third alternative
hypothesis declaration as follows:

H3: A firm’s value positively impacted by VACA.

Dividend policy is a tool that formulates one of
the essential destination enterprises to shareholders,
i.e.,, payment of dividends. These mechanisms
become medium betwixt agent and principal as
a coincident in agency theory. Malik and Magsood
(2015), Gunarathne et al. (2017), Hunjra (2018), Endri
and Fathony (2019), Kadim et al. (2020) discovered
that the payout ratio proxy positively impacts
the market capitalization, market value, and firm’s
performance. Abdullah et al. (2018) found that
the cash dividend and stock dividend proxies
positively impact market capitalization and market
value. Investors need to understand this discretion
due to its influence on share prices to formalize
arisk-minimal and safe investment framework. In
contrast, Odum et al. (2019) state that the dividend
payout ratio has no impact on a firm’s value. A high
payout ratio in dividend policy ability sign to
improve shareholders’ welfare and then implies
increasing the firm’s value. In consequence, the
fourth alternative hypothesis declaration as follows:

H4: A firm’s value positively impacted by
dividend policy.

Audit quality is a tool for measuring public PAF
in an audit task that is ultimately contained in
the independent auditor’s report. The Big4
categorization measure has been widely used in
academic circles for the last 20 years until
nowadays. Sayyar et al. (2015) discovered that
the natural log of audit fee in measuring audit
quality positively impacts Tobin’s Q proxies and
significantly representing one of the firm’s
performance dimensions. Investor views the firm’s
performance from its audit quality to signal that
enterprise who audited with good quality will
increase market value. Alfraih (2016) found that
an audit with four types of proxy of a Big 4 category
has positively and significantly implied the value of
accounting relevance, representing a market
participant. In contrast, Alsmairat et al. (2018) stated
that the financial industry’s audit quality is no
significant. Still, the non-financial industry is
significant, and both of them have a positive
towards the firm’s value. The better audit quality
will increase the stakeholders’ trust in enterprises,
which the Big4 category proxy in prior research
gives evidence as a positive and significant impact.
In consequence, the fifth alternative hypothesis
declaration as follows:

H>5: A firm’s value positively impacted by audit
quality.

3. RESEARCH METHODOLOGY

The research using causal-comparative type, which
is variable or between model-based on the
quantitative approach, a design that presupposes
establishing what is occasioning as far as specific
factors are concerned (Salkind, 2010, p.124).
The study population takes a part of fabricating
enterprises of automotive and component
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subsectors indexed of the IDX as the number of
thirteen companies. The data type uses secondary
data in annual and financial statements, i.e.,
profitability and leverage ratios obtained from
the summary of reporting yearly. Intellectual capital
takes from the notes to the statements of financial
reporting, dividend policy makes use of section from
the annual report, audit quality take from audit
opinion the releasing of public accounting firms, and
firm’s value performed by enumerating from
combining the calculation of market capitalization
value by the IDX data report and also balance sheet
financial statements.

The study deal with the time round between
2013 until 2019. Data collection methods use
observation and documentation techniques facile
from data achieved through ICMD, IDX, and every
official website enterprise. The sampling technique
takes in non-probability with the purposive method

in consort with judgment is: 1) fabricating
enterprises in subsectors of automotive and
components have published annual reports

consistently from 2013 to 2019, and 2) enterprise

use foreign currency units as reporting currency will
be converted into Bank Indonesian’s middle rate.

The initial sample was defined as thirteen
companies. According to these sampling technique
judgments, the amount of enterprise can be used as
the sample is thirteen companies. Two companies
were eliminated because due to conduct initial
public offerings (IPO) in 2015, and one of the
enterprises only released the annual report until
2017 in this surveillance. Therefore, the amount of
research subject can be taken off eleven enterprises’
so that the final sample is 77 observations
(2013-2019 period) (DX, https://www.idx.co.id).
The summary measurement of variables is
computed by variable name, proxies, the sign of
alternative hypothesis, and reference of this
calculated from the prior study literature.
The overall data use ratio scale, except for measure
audit quality variable, is dummy variables if
the enterprise’s audit by the public accounting firms,
i.e., Big 4 category take the score “1” or vice versa
while so, that calculates each of proxy compute as
follow:

Table 1. Variable measuring

. . Symbol Exegesis
Variable Proxies abbreviation Sign Reference
Heras, Canibano, and Moreira (2012), Hakim and Sunardi
Profitability Return on assets ROA +/- (2017), Ahmad et al. (2018), Hamdan (2018), Endri and
Fathony (2020), Kadim et al. (2020).
Debt-to-equity Sayyar et al. (2015), Hakim and Sunardi (2017), Endri and
Leverage ratio DER +/- Fathony (2020); Kadim et al. (2020).
Intellectual Value added VACA +/- Pulic (2000), Tan (2007), Iazzolino and Laise (2013),
capital capital employee Fijatkowska (2014), Kadim et al. (2020).

. .. Malik and Magsood (2015), Gunarathne et al. (2016),
D"l{ldend Dlwdend_payout DPR +/- Alsmairat et al. (2018), Odum et al. (2019), Endri and
policy ratio Fathony (2020), Kadim et al. (2020).

DeAngelo (1981), Heras et al. (2012), Svanstrém (2013),
Audit quality Big 4 category AQ +/- IAASB (2014), Alfraih (2016), Alsmairat et al. (2018),

Husain and Syniuta (2020).

Klapper and Love (2004), Sayyar et al. (2015); Hakim and
Firm’s value Tobin’s Q FV +/- Sunardi (2017), Hamdan (2018), Endri and Fathony

(2020), Kadim et al. (2020).

Source: Summary of literature and previous study.

The entire data is inputted into a tabulation or
worksheet that has been framed to get the final
result of each of these measurement proxies.
Hereinafter, each of these proxies is poured into
a model. The research model constructs as follow:

Figure 1. Proposed research model

ROA

DER Hi
H2

-
H5

After the entire input data were complete, then
proceed with data analysis. In this research, this
analysis can be investigated with the regression
technique to see a direct contribution and enormity
assessment of firms’ value empirical models.
Regression initiate with descriptive statistical
analysis utilizes to give a spread data overview,
classical assumptions test as a requisite to
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hypothesis testing ere, which this model must
require all classical assumption tests to yield an
estimated value trait, “BLUE”, which abbreviates
best, linear, unbiased, and estimator. This
assumption can verify by sighting at the normality,
linearity, and homoscedasticity of the variables by
their residual scores. This research uses models to
assess a firm’s value using multiple regression
analysis (Ghozali, 2017, p.27). This equation for
multiple regression is computed as follow:

FV = a + P,ROA + B,DER + B;VACA + B,DPR +

+BAQ + ¢ .. M

To analyze the empirical models of a firm’s
value in the impact of the independent variables
tested, itemize each notation at the research result
stage describe after passing the classical assumption
test (Section 4).

4. FINDINGS

4.1. Descriptive summary

The descriptive summary view at 77 observation data
for each of the variables yield as follows:
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Table 2. Descriptive summary

Variable (proxy) X-score Min-score Max-score Std. dev. score
ROA 0.0480 -0.1340 0.7160 0.1042
DER 1.0975 0.0713 8.260 1.1410
VACA 0.9514 -0.1650 11.7198 1.6942
DPR 0.2816 0 3.5464 0.4950
AQ 0.7100 0 1 0.4550
FV 1.1506 0.3390 4,2530 0.7409
Observation data = 77
Source: Authors’ elaboration.
Table 2 summarizes descriptive, The dividend policy with DPR proxy has the
including y-score (mean), min-score (minimum), minimum and maximum score between zero until
max-score (maximum), and standard deviation 3.5464 with a mean score of 28.16 percent and

scores. Besides the dummy variable, AQ is analyzed
at 71 percent, meaning mostly enterprise audited by
PAF. The Big 4 category or vice versa only 29 percent
audited by non-Big4 PAF. The minimum and
maximum ROA score about between minus
13.40 percent until 71.6 percent with a mean score
of 4.8 percent and 10.42 percent of deviation while
DER scores about between 0.0713 until 8.26 times
with a mean score of 1.0975 times and 1.1410 times
of deviation. The data above indicates that the
average value of financial ratios has a fairly small
deviation score on profitability while quite large on
leverage. Intellectual capital with VACA has
the minimum and maximum score between minus
0.1650 until 11.7198 with a mean score of
95.14 percent and 1.69 points of deviation.

49.50 percent deviation. The firm’s value with
Tobin’s Q proxy has the minimum and maximum
score between 0.3390 points until 4.2530, with
amean score of 1.1506 points and a 0.7409
deviation. The data above indicates that the average
value of VACA, DPR, and Tobin’s Q proxy has quite
a large deviation score.

4.2. Estimate of classical assumptions test

The initial phase of completing the classical
assumptions with normality verified using the
One-Sample Kolmogorov-Smirnov technique in terms
of the residual score, spread probability is less
than 0.05.

Table 3. Normality tests

Unstandardized residual Score
Kolmogorov-Smirnov Z 1.313
Probability sig. 0.064

Source: Authors’ elaboration.

Table 3 states that the probability score for
unstandardized residual is less than 0.05 points
imply that the residual value has been complying with
normality assumptions. Hereinafter, this phase will

include multicollinearity assumptions regarding
the condition of variance inflation factors (VIF) score
is less than 10 points, and the tolerance score is
greater than 0.1.

Table 4. Summary multicollinearity tests

Model VIF score Tolerance score
ROA 1.195 0.837
DER 1.214 0.824
VACA 1.071 0.934
DPR 1.076 0.929
AQ 1.100 0.909

Source: Authors’ elaboration.

Table 4 states that the VIF score for each of
the prediction variables is less than 10 points.
The tolerance score is more than 0.1 points for this
model; imply that the regression model does not
content multicollinearity matter betwixt the
prediction variables. The heteroscedasticity test is

computed by replacing the absolute residual score
(or Glejser’s test) with the equation as follows:

|Ut| = a + B,ROA + B,DER + B;VACA + B,DPR +

+B54Q + vt @)

Table 5. Summary heteroscedastisity tests

Independent variables Significance score Examine results
ROA 0.000 <0.05
DER 0.002 <0.05
VACA 0.423 > 0.05
DPR 0.574 > 0.05
AQ 0.389 > 0.05
(Constant) 0.529 > 0.05

Source: Authors’ elaboration.

Table 5 states that the general of independent
variables result in more than 0.5 significant scores,
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meaning that the regression model does not contain
heteroscedasticity.
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4.3. Assessment of appropriate models

The assessment of the appropriate model explains
with a view the curve fitting technique in containing
the firm’s value empirical models (see Table 6).
Table 6 states that the linearity tests with
aview of the curve fitting technique parsimony of

concepts approach, result in a choice model is linear
with F-statistics score is more than 3.000 each of
variable and the significance value is less than
0.05 generally (HO is rejected), so stated that
a specification model is linear and can be continued
to the hypothesis of tests.

Table 6. Summary assessment models (curve fitting technique)

Linearity tests (curve fitting technique)

Variables Type of model (equation) df1 daf2 F-statistics R? score Sig.
ROA Linear 1 75 20.029 0.211 0.000
DER S 1 75 6.444 0.079 0.013
VACA S 1 75 3.049 0.039 0.085
DPR Linear 3 73 6.923 0.221 0.000
AQ Linear 1 75 14.030 0.158 0.000

Source: Authors’ elaboration.
4.4. Hypothesis of tests

The initial phase of completing the test hypothesis is
an assessment of the coefficient determination (R?)
is accomplished to predict the power of impact that
transpires betwixt each of the independent variables
toward the dependent variable, i.e., the firm's value.
The assessment of the determination coefficients
output program is as follows:

Table 7. Summary coefficient determination

Coefficient R
Model 0.607
Source: Authors’ elaboration.

Coefficient adjusted R?
0.324

Table 7 states that the coefficient correlations
(R) to sight link between financial ratios, intellectual
capital, dividend policy, and audit quality with firm’s
value in this model result in an R score is 0.607.
It indicates that 60.7 percent of the firm’s value has
robust. The coefficient determination test to predict
a firm’s value results in a coefficient determination
(R?) score is 0.324. This indicates that 32.4 percent
of the firm’s value is explained by financial ratios
(profitability and leverage), intellectual capital,
dividend policy, and audit quality. In comparison,
the residualized 67.4 percent is influenced by
distinct factors not put in the submitted model
research. According to the summary of coefficient
determination. This model explains the financial
ratios (profitability and leverage), intellectual capital,
and dividend policy, including audit quality, because
it has a medium R? score. Hereinafter, the next phase
of assessment F-tests yield output program as
follows:

Table 8. Summary F-tests

F-tests Score
df1 5
df2 71
Sum of squares 15.380
Mean square 3.076
F-statistics 8.291
Sig. 0.000

Source: Authors’ elaboration.

Table 8 states that the summary of the ANOVA
test for predict the firm’s value simultaneously
results in an F-statistics score is 15.380. Compared
with the F-table at (df5 =2, df2 =71) on alpha is
0.05 vyields a known F-table score is 2.34368.
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The F-statistics score is 15.380 more than F-table
(2.34368). The result produces a significant level of
less than 0.05 (0.000, HO is rejected) so that can be
concluded that financial ratios, intellectual capital,
dividend policy, and audit quality simultaneously
predictable the firm’s value. The last phase of
assessment T-tests yield output program as follows:

Table 9. Summary T-tests

Independent — T tests -
variable Coefficients Szg._ ) Hypothesis
B) probability statement
ROA 3.335 0.000 Accept H1
DER 0.029 0.668 Reject H2
VACA 0.034 0.433 Reject H3
DPR 0.073 0.618 Reject H4
AQ 0.636 0.000 Accept H5
(Constant) 0.452 0.009

Source: Authors’ elaboration.

The result of the multiple regression equation
stated as follows:

FV =0.452 4+ 3.335R0A + 0.029DER + 3)
+0.034VACA + 0.073DPR + 0.636AQ
Table 9 states that the T-test summary for
predicting the firm’s value empirical model partially
produces a constant value is 0.452. This means that
if FV is well-thought-of constant, then the
determinant is appointed at 0.452 of the points.
ROA to quantify the profitability of financial ratios
has g; = 3.335, which significant probability score is
less than 0.05, i.e., 0.000. This finding represents
a positive solid impact between profitability and
a firm’s value and significant result, as the meaning
accepted first alternative hypothesis (HI). DER to
quantify the Ileverage of financial ratios has
B, = 0.029, which significant probability score is
more than 0.05, i.e., 0.668. This finding represents
a positive weak impact between Ileverage and
a firm’s value and insignificant result, as the
meaning rejected the second alternative hypothesis
(H2). VACA to quantify the human capital of
intellectual capital has B; = 0.034, which significant
probability score is more than 0.05, i.e., 0.433. This
finding represents a positive weak impact between
intellectual capital and a firm’s value and
insignificant result, as the meaning rejected the
third alternative hypothesis (H3). DPR to quantify
the payout ratio of dividend policy has g, = 0.073,
which significant probability score is more than
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0.05, i.e., 0.618. This finding represents a positive
weak impact between dividend policy and a firm’s
value and insignificant result, as the meaning
rejected the fourth alternative hypothesis (H4). AQ
to quantify public accounting firms as an audit
quality produced has g5 = 0.636, which significant
probability score is less than 0.05, i.e., 0.000. This
finding represents a positive solid impact between
audit quality and a firm’s value and significant
result, as the meaning accepted the fifth alternative
hypothesis (H5).

5. DISCUSSION

The impact of financial ratios on firm’s value

The multiple regression for first predict model
firm's value as an empirical vyield discover
the positive impact and significance points. This
finding approves with several studies that Alsmairat
et al. (2018), Odum et al. (2019), and Endri and
Fathony (2020) each of excess value, profit after tax,
and return on assets (ROA). This yield confirms
the agency theory and suggests that profitability can
reduce conflict of interest betwixt agents and
shareholders in maximizing the firm’s value through
the expectation of a certain level of return. While
this yield cannot confirm several studies that Malik
and Magsood (2015) make use of net profit margin
proxy, Hakim and Sunardi (2017) and also Kadim et
al. (2020) of them use ROA proxy. The greater
the ROA ratio that is owned, the enterprise is getting
better at knowing the efficiency level in the
enterprises operations makes a profit. The second
prediction model, firm’s value, discovers the positive
impact and insignificance points as an empirical
yield. This finding no approves that research of
Odum et al. (2019) utilize the total debt in
the solvency ratio’s proxy (DR), but confirming
several studies that Sayyar et al. (2015), Hakim and
Sunardi (2017), Kadim et al. (2020) and also Endri
and Fathony (2020) with insignificance impact use
Tobin’s Q proxy. This vyield cannot confirm
the stakeholders theory and suggests that leverage
does not become a prediction in increasing a firm’s
value. In emerging market enterprises, such as
Indonesia, a fabrication of sub-sectors automotive
and components industry may have high risk.
Long-term investors will be very interested in this
profitability ratio analysis that describes a business
attractiveness. Many factors are a problem in
analyzing a firm’s value in analyzing stock price
movements, such as low enterprise profitability and,
on the one hand, the increased company risk (Hakim
& Sunardi, 2017). Firm assets are resources
controlled by the enterprise, provide future
economic benefits, make productive contributions,
and are part of its operational activities that will be
utilized very carefully. Besides, leverage in
enterprise funding also requires business expansion
to increase a long-term firm'’s value, although it has
many risks. Naturally, it will reduce the level of
shareholders investment when there is a significant
increase in default risk due to low firm’s
performance (Sayyar et al.,, 2015). In this study,
a solvency ratio no always takes the determination
for the firm’s value. Enterprises may add working
capital but retain such a firm value no always from
the third parties. They can still obtain earnings,
which return on assets yield a positive and strong
significant impact.
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The impact of intellectual capital on firm’s value

The multiple regression for first predict model
firm’s value as an empirical vyield discover
the positive impact and significance points. This
yield disagrees with stakeholders theory: intellectual
capital utilizing human resources will bring
employees explicit knowledge as intangible assets to
increase the firm’s value as an empirical model.
These findings are contrary to all several studies
that: 1) Abdelrhman et al. (2014) give a piece of
empirical evidence that human capital, physical
capital, and structural capital can boost the
enterprise’s performance generally; 2) Hamdan et al.
(2018), through human capital employees, has
an association in  line with  market-based
performance with Tobin’s Q proxy; 3) Vitolla et al.
(2019), through intellectual disclosure quality and
the firm’s performance with return on equity (ROE)
proxy; 4) Nawi et al. (2020), through high positive
significance from the human capital investment with
the lecturer perceptions approach. On the other
hand, these findings only confirming studies that
Kadim et al. (2020) utilize of the VACA proxy with
insignificant impact on the firm’s value, which is
also used Tobin's Q proxy. In developing market
companies, such as Indonesia, the automotive
subsector fabrication and the component industry
have not fully exploited the human capital part in
the context of intellectual capital. This way is
planned to serve information about the efficiency of
value creation of tangible and intangible assets in
an enterprise  during operations need extra
performance by managements (Tan et al., 2007),
which may entail many periods and the
implementation of the Industry 4.0 in Indonesia.
On the other hand, it is obligatory to lengthen
the performance measurement tool with a non-
financial measurement oncoming (Fijatkowska,
2014). Humans are assets and become cling the
principal for business people and technology assist
in upgrading a firm’s as employ three intellectual
capital part, i.e., VACA, VAHU, and STVA, which are
indissociable entities (IIRC, 2015). A value added
capital employee as an intellectual capital proxy in
this research has a positive but insignificant implies
to the empirical model of a firm’s value.

The impact of dividend policy on firm’s value

The multiple regression for first predict model
firm’s value as an empirical vyield discover
the positive impact and significance points. This
yield approves with the dividend irrelevance
hypothesis theory by Miller and Modigliani (1961)
that the benefits obtained will be hand out in
the dividends enterprise or nature will withstand
does not implication towards firm’s value. These
findings are contrary to all several studies: 1) Malik
and Maqgsood (2015) give a piece of empirical
evidence that the dividend policy role in link betwixt
financial ratios and earned equity implication as
movement payout dividend in positive and
significant towards a firm’s value; 2) Hunjra (2018)
appoints that decisions on dividend policy
formularization to reach the ultimate organizational
fruitfully and objective can effectively serve value
creation; 3) Endri and Fathony (2020) are also
portraying the role of management when set to give
dividends to shareholders, where small companies
lean to pay dividends in low shares, and the residual
will be re-invested in equity component, which
indirect implication towards the stock price;
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4) Kadim et al. (2020), through empirical evidence,
that modeling with dividend proxy can suffice to
appraise the enterprise’s dividend rules. In
developing companies, such as Indonesia, the
automotive subsector fabrication and the component
industry do not exploit the dividend ratio in the
context of increased firm value. This sector is
the heavy industry might to low payment obligations
business for decrease business risk, especially
encounter emerging market for going-concern in
the Industry 4.0 era sustainability enterprises. The
yield of retained earnings value will re-invest for
the promises a high return on the firm’s
performance. Besides, Gunarathne et al. (2017)
confirm this study; the link betwixt the nowadays
ratio and previous dividend period proxy
implications for stock price volatility through
positive and negative relationships are also
insignificant. Furthermore, Odum et al. (2019) utilize
of dividend payout ratio proxy. The greater
the payment of the dividends to shareholders, the
more potential to bring the extra funds used to
expand the enterprises as reinvestment. The
retained earnings are an internal fountain of capital
that can be used to finance firm activities.
Consequently, the lower retained earnings will
reduce the company’s ability to obtain any benefits,
minimizing dividend accretion. A dividend payout
ratio as a dividend policy proxy in this research has
a positive but insignificant implies to the empirical
model of a firm’s value.

The impact of audit quality on firm’s value

The multiple regression for first predict model
firm’s value as an empirical yield discover the
positive impact and significance points. This yield
approves by several studies that Sayyar et al. (2015),
Alfraih (2016), and Alsmairat et al. (2018), which fee
audit and Big 4 categories of PAF in assessing to
firm’s value and relevance accounting measurement.
These findings are supported in agency theory,
which stated that high audit quality might reduce
conflict of interest betwixt agent and principal
through agency cost. This funding is outlined in one
of the policies. Choosing a PAF is a good reputation,
such as the Big 4 category, which is strengthened
from the descriptive data analyzed at 71 percent use
of Big 4 PAF. According to the International Auditing
and Assurance Standards Board (IAASB, 2014, p. 12),
the involved audit standards and necessities for PAF
internal control must utilize information technology
appropriately and sound management planning to
achieve an effective and efficient audit process,
which can fulfill a good audit quality. A good quality
control system is needed for the audit process to
better the quality of audit treatment. It uses
auditors’ certifications by international standards
that many PAF has in the Big4 category
(Khorunzhak et al., 2020). This sector is the heavy
industry still the PAF Big 4 category because of
complexity business operational as need source of
the auditor has the competence, task-experience
from large-scale enterprises and professional
judgment to decide in the make decision of audit
reporting phase and also high fee audit.
The selection of audit quality in this study will
increase public trust, especially the minor share and
independent institution ownership for taking side
towards stakeholders in monitoring to management
as an agent. In Indonesia’s context because there is
no difference in the empirical study of measurement
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using natural log fee audit (LNFE) proxy and Big 4
denominations from an enterprise which conducting
the IPO (Husain & Syniuta, 2020). A Big 4 category as
an audit quality proxy in this research positively
and significantly implies the empirical model of
a firm’s value.

6. CONCLUSION

This study aims to establish the impact of
an empirical model of a firm’s value through some
determinant factors, i.e., financial ratios with
profitability and leverage, intellectual capital with
human capital employment, the dividend policy, and
audit quality with Big 4 category proxy. The study
takes part in fabricating enterprises of automotive
and component sub-sectors indexed of the IDX as
the final sample of 77 observation data from 2013
until 2019. The vyield statistic program empirical
utilize of regression analysis has a determinant
coefficient of 32.4 percent yield. Its meaning has
a medium impact score describing the determinant
factors of them to measure a firm’s value - also,
relation the betwixt of these factors quite high of
60.7 percent. The empirical evidence exhibits
a positive of a firm’s value model impact from
simultaneously test in this regression analysis with
a significant probability as financial ratios use return
on assets proxy in quantifying probability.
Unfortunately, leverage ratio with debt-to-equity
denominator has insignificant implies. Intellectual
capital with human capital dimensions is a value
added capital employee (VACA) proxy that cannot
predict an empirical model of a firm’s value with
insignificant yield probability. The dividend policy
with dividend payout ratio proxy also fails to predict
the empirical model of a firm’s value with
an insignificant result of probability. Meanwhile, audit
quality with Big 4 proxy has a significant probability
in predict the empirical firm’s value model.

This study has some restrictions. The index
score measurement of firm’s value empirical model
utilizes Tobin’s Q proxy according to calculate from
the calculation of market capitalization value and
financial reports since current and previous research
only involve the part in manufacturing, i.e,,
enterprises of automotive and component subsectors
indexed in the IDX. While this proxy many uses from
prior research, several factors fail to predict leverage,
intellectual capital, and another in Indonesia’s
emerging market. This study’s number of sample
enterprises is restricted because of the focus on
developing the Industry 4.0, based on optimism
GAIKINDO and Indonesia Government on the
passengers’ automobile trading target wheels in an
emerging market and implement of IFRS since 2013.

Hereafter, studies can utilize adding another
sector at least in manufacturing enterprise by basic
and chemical industry, various industries, and
consumer goods industry, especially having
a complex business or the large scale of firm size.
Future studies may take another sample out of
enterprises listed on emerging markets, such as
Southeast Asia or Africa. The research yields become
more representative describe the firm’s value
an empirical model for the next study is better.
Further research may apply another proxy in
intellectual capital; the overall VAIC™ approach
consists of value added capital employed (VACA),
value added human capital (VAHU), and structural
capital value added (STVA), and several guidelines
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from challenge and solution for the digital
transformation from many kinds of literature for
formulating another intellectual capital proxy, and
also another proxy to measure audit quality, such as
audit fee, audit tenure, auditor changing,
characteristics of firms (client) and another, especially
in firm’s value model empirical better.

The Indonesian Institute of Certified Public
Accountants (IAPI) can become these findings as
material in evaluating a framework for engagement
to the PAF in an audit standard (SA 200), about
the overall objectives of independent auditors and
conducting audits based on audit standard and

another rule can support in creating a value of audit
quality. Besides, IAPI must identify more early in
the practices PAF of or enterprise, which involve
accounts in a specific accounting cycle for the
narrow down opportunity of firm increase firm'’s
value through bad accounting practices. Hereinafter,
these findings can add literature empirical as
areference stakeholder in deciding framework of
investment, especially based on return on assets
(ROA) and audit quality (Big 4 category), which
significantly implication a firm’s value model
empirical by academics.
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