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AbSTRACT
The study aims to determine the Effect of growth opportunity, corporate tax, and profitability on the value of firm 
through the capital structure as an intervening variable at manufacturing companies in Indonesia Stock Exchange. The 
sample consists of 32 manufacturing sector companies listed in Indonesia Stock Exchange within 2013–2017. The study 
results show that growth opportunity and corporate tax have a positive effect on the structure of capital, in contrast to 
profitability, which affects negatively. Meanwhile, capital structure and profitability have a positive Effect on firm value. 
On the other hand, growth opportunity and corporate tax have no bearing on company value. Yet, capital structure does 
not mediate between growth opportunity and corporate tax to the value of firm. Nevertheless capital structure mediates 
the Effect of profitability on the value of firm.
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компаниях, котирующихся на бирже)
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АННОТАЦИЯ
Цель исследования —  определить влияние возможности роста, корпоративного налога и прибыльности на стоимость 
фирмы через структуру капитала как промежуточную переменную в производственных компаниях Индонезийской 
фондовой биржи. Выборка состоит из 32 компаний производственного сектора, котирующихся на Индонезийской 
фондовой бирже в течение 2013–2017 гг. Результаты исследования показывают, что возможность роста и корпора-
тивный налог положительно влияют на структуру капитала в отличие от прибыльности, которая оказывает отрица-
тельное воздействие. Между тем, структура капитала и прибыльность работают на повышение стоимости фирмы. 
С другой стороны, возможности роста и корпоративный налог не сказываются на стоимости компании. Структура 
капитала не является посредником между возможностями роста и корпоративным налогом, тем не менее она опо-
средует влияние прибыльности на стоимость фирмы.
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bACKGROuND
One of the main objectives of the company is to in-
crease the value of firm through increasing the pros-
perity of the owners or shareholders of the company 
(Brigham, Gapenski, & Daves, 2006) [1]. The value of 
firm describes the prosperity of shareholders in the 
long run so that the company’s goal in the long term is 
to maximize the value of firm. Shareholder prosperity 
often reflects on increasing stock market prices (Hanafi 
& Halim, 2012) [2]. The higher the stock price is, the 
higher the prosperity of shareholders is. The manage-
ment of the company has a responsibility to manage 
the company in order to increase The Value of Firm. 
Stock market prices are a reflection of every financial 
decision taken by management, so that the company’s 
value is a result of the management’s actions. These fi-
nancial decisions include investment decisions, funding 
decisions and dividend policies. The management will 
carefully consider the decisions taken so as to lead to an 
increase in The Value of Firm.

The value of a company formed through indicators of 
stock market value is strongly influenced by investment 
opportunities. Investment opportunities can provide a 
positive signal about the company’s growth in the future 
so that it will increase stock prices. With the increase 
in stock prices, The Value of Firm will increase and can 
provide high prosperity to investors through the return 
which will be obtained. The main objective of the com-
pany according to the theory of the firm is to maximize 
the value of the firm (Salvatore, 2005) [3]. Maximizing 
The Value of Firm is very essential for the company it-
self, because maximizing The Value of Firm also means 
maximizing the prosperity of shareholders which is the 
company’s main goal.

According to (Brigham & Houston, 2011) [4] signal-
ing theory is an action taken by a company to provide 
guidance for investors about how management views the 
company’s prospects. The Value of Firm in this study is 
measured using the ratio of stock market prices to the 
value of the book or often referred to as the price to book 
value (PBV). Companies that have relatively high returns 
on equity usually have a stock market price many times 
greater than the value of their books, than companies 
whose returns on equity are low. Companies that have 
higher PBVs indicate that the company’s performance 
in the future is assessed to be more prospective by its 
investors.

Based on previous research there are several factors 
that can affect The Value of Firm, including: growth op-
portunity, corporate tax, tangibility, profitability and 
capital structure. Some of these factors have a relation-
ship and influence on the company’s value that is not 
consistent. Growth opportunity / company growth can 

be defined as an increase that occurs in the company. The 
higher the growth of the company is, which also means 
that the company’s opportunity to grow is higher, the 
greater the funding needs are. Companies that have high 
growth rates are generally small companies.

Given that tax is the main source of state revenue, then 
in an effort to maximize tax revenues, the government 
applies tax rules in such a way through other tax laws 
and regulations. For taxpayers, tax is a burden that must 
be paid to the state, and can reduce the company’s net 
income. Therefore, in order to reduce the tax burden that 
must be paid, many companies carry out tax management 
(tax management), namely a comprehensive effort by the 
tax manager (Tax Manager) in a company or organization 
so that matters relating to taxation of the company or 
the organization can be managed properly, efficiently, 
and economically, so as to give maximum contribution 
to the company (Pohan, 2013) [5].

Profitability ratio is the ability of the company to ob-
tain profits in relation to sales, total assets and own capital 
(Sartono, 2014) [6]. In this study profitability ratios are 
measured by return on assets (ROA). ROA is a ratio that 
shows the company’s ability to generate net income to 
return equity to shareholders. ROA is a comparison ratio 
between net income after tax to total assets. The reason 
for using the ROA variable in this study is because it has 
many advantages. One of them is to be able to measure 
the efficiency of overall capital use, which is sensitive to 
every thing that affects the state of the company.

According to (Fahmi, 2012) [7], the capital structure 
aims to integrate the sources of permanent funds which 
are then used by companies in ways that are expected 
to be able to maximize The Value of Firm. Declining 
capital structure can cause changes in The Value of 
Firm. In accordance with the pecking order theory, 
companies with large profit levels will use internal 
funds first before using debt (Anjarwati, Chabachib, & 
P, 2015) [8]. In this study capital structure is calculated 
by the ratio of debt to equity ratio (DER), which is a 
ratio that compares the total debt held by the company 
with the total capital invested by the company for the 
survival of the company.

In this study, the shares of manufacturing companies 
were selected that are listed on the Stock Exchange In-
doneia (BEI), these agencies provide the infrastructure 
to support the implementation of trade Effect an orderly, 
fair, and efficient and easily accessible to all stakehold-
ers (stakeholders). The reason why the author chose 
the object of the research in manufacturing companies 
is because the manufacturing sector consists of various 
industrial sub-sectors. This reflects the reaction of the 
capital market as a whole, besides, manufacturing com-
panies also have the highest number of companies on the 

Amarudin, M. Adam, U. Hamdan, A. Hanafi



ФИНАНСЫ: ТЕОРИЯ И ПРАКТИКА / FINANCE: THEORY AND PRACTICE   Т. 23,  № 5’201920

Indonesia Stock Exchange. Manufacturing companies also 
dominate the market when compared to other companies 
listed on the IDX.

THEORETICAl FRAMEWORK
Agency Theory

Agency theory (agency theory) is the basis of the 
theory underlying the company’s business practices. 
Agency theory was put forward by (Jensen & Meck-
ling, 1976) [9]. This theory was developed in order to 
understand and solve problems that arise when there 
is incomplete information while making a contract 
(engagement). The relationship between the princi-
pal and the agent can lead to information asymmetry. 
Information asymmetry is a condition where there 
is an imbalance in information acquisition between 
management as an information provider (preparer) 
with the shareholders and stakeholders in general as 
users of information (users).

Pecking Order Theory
Pecking Order Theory is a theory that prioritizes fund-
ing sources from within. According to (Kartika A., 2016) 
[10], in brief this theory states that companies like In-
ternal Financing (funding from the results of the com-
pany’s operations in the form of retained earnings). If 
External Financing is needed, the company will issue 
the safest securities first, that is, starting with the is-
suance of bonds, then followed by securities character-
ized by options (such as convertible bonds), and finally, 
if this is still insufficient, new shares are issued.

Growth Opportunity
Growth opportunity is also called the opportunity of a 
company to grow in the future. Growth opportunity is 
an indicator of the extent to which a company’s earn-
ings per share increases as debt increases (Brigham E. F., 
Houston J. F., 2011) [4]. Companies with high growth 
rates will try to increase their fixed assets so that they 
need more funds in the future, but still have to be able 
to maintain the level of profit. As a result, retained 
earnings will increase and the company tends to owe 
more to maintain its debt ratio. 

Corporate Tax
For taxpayers, tax is a burden that must be paid to the 
state, and can reduce the company’s net income. There-
fore, in order to reduce the tax burden that must be paid, 
many companies carry out tax management (tax man-
agement), which is a comprehensive effort by tax man-
agers in a company or organization so that matters re-
lated to taxation from the company or the organization 
can be managed properly, efficiently, and economically, 

so that it gives maximum contribution to the company 
(Bringham E. F., Houston J. F., 2011) [4].

Profitability
Company’s Profitability is one of the bases for assess-
ing the condition of a company, for this reason an ana-
lytical tool is needed to assess it. The analytical tool in 
question is financial ratios. Profitability ratios measure 
management Effectiveness based on returns obtained 
from sales and investments. Profitability also has an 
important meaning in an effort to maintain its survival 
in the long term, because profitability shows whether 
the business entity will always try to increase its profit-
ability, because the higher the level of profitability of 
a business entity is, the survival of the business entity 
will be more secure (Hermuningrum Sri., 2012) [11].

Capital Structure
Capital consists of equity (retained earnings and funds 
obtained from the sale of shares) and debt (loan funds). 
Corporate profit costs reflect opportunity costs (Oppor-
tunity cost); returns that can be obtained by sharehold-
ers if they maximize the value of dividends and invest 
the funds themselves. The company’s new equity costs 
(issuing new shares) also reflect opportunity costs: 
returns obtained by new capital holders if they invest 
their funds in other forms, not in the company’s shares. 
This cost is higher than the cost of retained earnings be-
cause it also covers the expenses associated with selling 
new shares (floating costs) (Madura J., 2011) [12].

Value of Firm
Value is a certain condition that has been achieved by a 
company as a picture of public trust in the company. In-
creasing The Value of Firm is an achievement in accord-
ance with the wishes of its owners, because with the in-
crease in The Value of Firm, the welfare of the owners 
will also increase, and this is the duty of the manager 
as an agent who has been entrusted by the company to 
run his company (Bringham E. F., Houston J. F., 2011) [4].

According to (Jansen, 2001) [13], to maximize the value 
of a company not only the value of equity is considered, 
but financial resources such as debt and preferred stock. 
Company value is the fair value of the company that 
describes the perception of investors towards certain 
issuers, so that company value is the perception of inves-
tors that is always associated with stock prices. Company 
value can be seen from the value of the shares of the 
company concerned. The Value of Firm is also in terms 
of management where The Value of Firm now depends 
on the value of the manager. Value-based management 
is also a process of maximizing company value based on 
continuous calculations (Harjito, 2012) [14].
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ANAlYSIS AND DISCuSSION  
RESulTS

Path Analysis
In this study, the Effect of growth opportunity, corpo-
rate tax, and profitability on firm value with capital 
structure as variables intervening will be analyzed using 
path analysis. Based on the objectives and hypotheses 
built in this study, the form of path diagrams to be esti-
mated is as follows (Fig. 1).

Stages in path analysis include test path assumption 
path analysis, goodness of fit model test path diagram 
and path significance test.

Prerequisite Test Path Analysis Prerequisite
Tests in path analysis include normality and multicol-
linearity tests.

Normality Test
The value of cr Univariate all indicators and the value of 
cr multivariate in this study has been smaller ±2.58 so 
that it can be assumed that the data after elimination 
of outliers have not met the assumption of normality.

Multicollinearity Test
Obtained value covariance matrix determinant of sam-
ple of 0.002 because this value exceeds 0.002, it can be 
stated that there is no multicollinearity in the model. 
The results of this test are also supported by the ab-
sence of a correlation coefficient between latent vari-
ables that exceed 0.9.

Goodness of Fit Model Test
The structural model is stated to have fulfilled the 
Goodness of fit model if the model has fulfilled one of 
the assumptions contained in the table above. Accord-
ing to Haryono (2017) [15], if there are one or two cri-
teria goodness-of-fit that have met, then it can be said 
that the model is built well.

Based on Fig. 2, a summary of the results of the ob-
tained goodness of fit model is as follows (Tabl. 1).

Based on Table 1, the results show that the SEM model 
has met all the criteria of the Goodness of fit model. The 
probability value of the analysis results has also exceeded 
0.05 which indicates that the covariance matrix sample 
has similarities with the estimated population covari-
ance matrix so that the results of the analysis are able 
to describe the actual population conditions. Thus the 
research model is feasible to be used to test the research 
hypothesis.

Path Coefficient Significance Test
The significance test of the path coefficient is used to 
test the Effect of growth opportunity, corporate tax and 
profitability on firm value with capital structure as a 
variable intervening. The results of this significance test 
will then be used to test the research hypothesis.

Besides being able to determine the significance of 
the influence of each exogenous variable on endog-
enous variables, the results of path analysis can also 
predict the contribution of all exogenous variables to 
endogenous variables. The contribution can be seen 

 Fig. 1. Path chart diagram model
Source: Compiled by the authors.
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from the value Squared Multiplier size of each endog-
enous variable.

Based on Table 3, the value of the squared multiple 
correlation DER variable is 0.318, this indicates that the 
contribution of the GROWTH, TAX and ROA variables 
given to the DER is 31.8%, and the value of the squared 
multiple correlation variable PBV is 0.372, indicating that 
the contribution given by the GROWTH, TAX and ROA 
variables to the DER variable is 37.2%.

Direct, Indirect and Total Influence Test
The results of direct, indirect and total influence by 
AMOS 22 are as follows:

Contributions to direct influence and indirect Effects 
of growth against PBV is as follows (Tabl 4).

From Table 4 it can be seen that, the value of the direct 
Effect of growth on the PBV is equal to 0.068, while the 
indirect Effect of growth on the PBV through DER is 0,044, 
the total overall Effect is 112. Since the direct Effect of 
growth on the PBV is greater than the Effect of Indirect 
growth of PBV through DER, it can be concluded that 
DER in this study is not a variable intervening.

The direct influence and indirect influence of TAX on 
PBV are as follows (Tabl. 5).

From Table 5 it can be seen that the direct Effect of 
TAX on PBV is 0.105, while the indirect Effect of size 

 
Fig. 2. Goodness of fit model test results
Source: Сompiled by the authors.

Table 1
Goodness of fit model test results

No Goodness of fit index Cut off value (reference) Value on model Description

1 Chi —  Square <7815 4718 Fit

2 Probability >0.05 0194 Fit

3 GFI >0.9 0.986 Fit

4 AGFI >0.9 0.929 Fit

5 CFI >0.95 0.986 Fit

6 RMSEA <0.08 0.067 Fit

Source: Data processed by the researchers.
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on PBV through DER is 0.105, the total overall Effect is 
0.149. Because of the direct influence of TAX against PBV 
greater than the indirect Effect of TAX on PBV through 
DER, it can be concluded that DER in this study is not a 
variable intervening.

Direct influence and indirect influence of ROA against 
PBV is as follows (Tabl. 6).

From Table 6 it can be seen that the direct Effect of 
ROA on PBV is —  0.117, while the indirect Effect of ROA 
on PBV through DER is 0.665, the total overall Effect is 
0.548. Although the direct Effect of ROA on PBV is smaller 
than the indirect Effect of ROA on PBV through DER, it 
can be concluded that DER in this study is a variable 
intervening. DER is full mediation because through DER, 
ROA can affect PBV.

DISCuSSION
Growth opportunity in this study has a positive Effect 
on capital structure. The results of this study are in ac-
cordance with the Signaling Theory which states that 
companies that have large assets have greater access to 
funding sources or loan funds from creditors, because 
creditors believe in the amount of assets owned can be 
used as collateral to lend funds to the company, and 
high sales indicate that the company is developing, so 
it has good prospects for the long term. The study re-
sults support the research conducted by (Febriyani and 
Srimindarti, 2010) [16] and (Seftianne and Handayani, 
2011) [17] which state that growth opportunity influ-
ences capital structure. The study results do not cor-
respond to the results of the study by Mai (2006) [18] 

Table 2
Significance test results

Effect Value Coefficient line Description

DER <– TAX 013 . 185 Influential (+) significantly

DER <– ROA *** –. 498 Influential (–) significantly

DER <– Growth 011 . 188 Influential (+) significantly

PBV <– Growth 349 . 068 No Effect

PBV <– TAX 153 . 105 No Effect

PBV <– ROA ***. 665 Influential (+) significantly

PBV <– DER . 006 . 235 Significant (+) Effect

Source: Researcher’s data.

Table 3
Squared multiple correlation

Estimate

DER value . 318

PBV . 372

Source: Researcher’s data.

Table 4
Effect of direct and indirect Growth of the PbV

Description Value

Direct Effect (direct Effect), 068

Indirect Effect Growth to PBV through DER (indirect Effect) 044

Total Effect (total Effect) 112

Source: Data processed by the researchers.
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which states that growth opportunity does not affect 
the capital structure.

Growth opportunity in this study does not affect The 
Value of Firm, the results of this study do not correspond 
to the proposed hypothesis, which states that growth 
opportunity has a positive Effect on firm value, mean-
ing that the high and low growth of the company is not 
influenced by the high value of the company in the same 
direction. The results of this study are not in line with 
the results of the research conducted by Dewi (2014) [19], 
who found that the company’s growth had a positive and 
significant Effect on firm value.

The results showed that the direct Effect of growth 
on PBV was greater than the indirect Effect of growth 
on PBV through DER, so it can be concluded that DER in 
this study was not a variable intervening. These findings 
do not correspond to the proposed hypothesis, which 
states that growth opportunity has a positive Effect on 
firm value with a capital structure as a variable inter-
vening. The results of this study are not in line with the 
trade of theory which states that an increase in the debt 
ratio in the capital structure will increase The Value of 
Firm. The policy of using debt in the company’s capital 
structure gives a signal to the investor that the funding 
policy by the company affects The Value of Firm. Posi-
tive responses from investors will cause the increase in 
growth opportunity. A high growth opportunity will cause 
an increase in investment. This increase in investment 
means that there is also an increase in the asset structure. 
Growth opportunity and high asset structure will cause 

the increase in the use of debt in the capital structure 
and subsequently will affect The Value of Firm.

Corporate tax in this study has a positive Effect on 
capital structure. The results of this study indicate that 
the higher corporate tax is, the higher the capital struc-
ture of a company is, and the lower the corporate tax 
is, the lower the capital structure of a company is; that 
is, between corporate tax and structure capital it has 
the same direction. These findings correspond to the 
hypothesis proposed, which states that corporate tax 
has a positive Effect on capital structure. The theory by 
Modigliani-Miller (MM) explains that the use of debt 
will be more profitable compared to self-capital. This is 
because the creditors in setting the interest rate of their 
loans adjusted to the economic conditions of a country 
that has a tendency to affect the ability of companies 
to repay loans, for example, the inflation rate. It can be 
concluded that it is very unlikely that creditors apply 
loan interest rates that are too burdensome to debtors, 
because it will cause problems for creditors themselves, 
namely the possibility of a bad debt.

The study results support the research conducted by 
Setiawati (2011) [20], Owolabi and Inyang (2012) [21], 
Rostami and Akparpour (2012) [22], and Dewi (2013) 
[19], in their research stating that tax has a positive 
and significant Effect on capital structure. Research by 
Anisa and Djumahir (2014) [23], Dewi and Bajra (2013) 
[24] states that tax has a positive significant Effect on 
capital structure, but the results of this study do not 
support the research conducted by Chaerunisa and 

Table 5
Direct and indirect Effects of TAX on PbV

Description of Value of

(direct Effect) . 106

Indirect Effects of TAX to PBV through DER(indirect Effect) . 105

Total Effect (total Effect) 149

Source: Researcher’s data.
Table 6

Effect of direct and indirect ROA on PbV

Description Value

direct Effect (direct Effect) –. 117

indirect Effect ROA to PBV through DER (indirect Effect) . 665

Total Effect (total Effect) . 548

Source: Researcher’s data.
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Farah (2014) [25] which states that tax does not affect 
the capital structure.

The results of the study show that corporate tax does 
not affect The Value of Firm, meaning that The Value of 
Firm is not influenced by corporate tax. The results of 
this study do not correspond to the proposed hypothesis, 
which states that corporate tax has a positive Effect on 
firm value. Corporate tax does not affect The Value of 
Firm due to the amount of cash issued by the company 
for the payment of the tax burden in the long run accord-
ing to the applicable corporate income tax rate. This is 
responded to by the market (investor) as a reason that 
does not affect The Value of Firm.

This study found that the direct Effect of corporate 
tax on firm value is greater than the indirect Effect of 
corporate tax on firm value through capital structure. 
Thus, in this study capital structure is not a variable in-
tervening. The results of this study do not correspond 
to the proposed hypothesis, which states that corporate 
tax affects The Value of Firm with the capital structure 
as a variable intervening.

Capital structure shows the comparison between the 
amount of long-term debt and own capital. Companies that 
use debt in their operations will get tax savings, because 
taxes are calculated from operating profits after deducting 
interest on debt. Therefore, net income that is the right of 
shareholders will be greater than companies that do not 
use debt. Thus, The Value of Firm also becomes greater. 
This means that if the capital structure is larger, The Value 
of Firm will also increase. However, companies will not 
be able to use 100% debt in their capital structure. This is 
because the greater the debt is, the greater the financial 
risk of the company is. The risk in question is financial 
risk, namely the risk that arises because of the company’s 
inability to pay interest and principal installments in 
poor economic conditions. In such conditions if the debt 
is greater, The Value of Firm will decrease.

Based on the results of the hypothesis, it can be ex-
plained that profitability has a negative Effect on capital 
structure variables. Companies that have a high ability 
to make profits use retained earnings (equity) as capital 
to finance the company’s operations without external 
funds. According to Kartika (2016) [10], this is in line with 
the Pecking Order Theory. The Pecking Order Theory 
states that companies like internal financing (funding 
from the company’s operating results in the form of re-
tained earnings) and, if external financing is required, 
the company will first issue the safest option, namely by 
issuing bonds. Thus, companies with high profitability 
will set aside profits in retained earnings. In the case of 
retained earnings, the company does not require external 
financing, since retained earnings are used to finance the 
activities of the company. With retained earnings or due 

to equity capital, a small impact on capital structure will 
be of small size.

The results of this study are in line with the results of 
the studies by Anjarwati et al. (2015) [8], Kartika (2016) 
[10], Kontesa (2015) [26], Paminto, Setyadi, & Sinaga 
(2016) [27], Thomas, Chenuos & Biwott (2014) [28], Arini 
(2012) [29], Damayanti (2013) [30],, Natalia (2015) [31], 
Rita Puji Astuti (2013) [32], Safitri (2014) [33], Setiawati 
(2010) [34] showing that profitability has a significant 
negative Effect on capital structure. The study results also 
correspond to the statement by Hamidy (2014) [35] and 
Lusangaji (2011) [36] that companies with high profit-
ability will have more internal funds (retained earnings) 
than companies with low profitability. With large retained 
earnings, companies will prefer to use retained earnings 
before using debt.

The results of the study show that profitability has an 
Effect on company value. The findings are in line with the 
proposed hypothesis which states that profitability has 
a positive Effect on firm value. The high and low profit-
ability of the company affects the high and low value of 
the company, the influence is in the same direction. The 
higher the profitability of the company is, the higher The 
Value of Firm is, and vice versa. Profitability is the com-
pany’s ability to generate profits. If the company generates 
high profits, it indicates that the company’s performance 
is good and has good prospects for the long term, so it 
can attract investors to buy the company’s shares. With 
the number of investors who will buy these shares, the 
demand for shares will be high, it will increase stock prices.

High stock prices reflect high corporate value and high 
profitability reflects the company’s ability to generate 
high returns for shareholders. With a high profitability 
ratio owned by a company will attract investors to invest 
their capital. In addition, with a good profitability ratio, 
investors will respond positively. Positive responses from 
investors will increase stock prices to further increase 
company value. This is consistent with the concept of 
the signaling theory. The theory claims that profitability 
will be a signal from the management that describes the 
company’s prospects on the basis of the formed level of 
profitability and directly affects the value of the company, 
as can be seen from the share of the price in the market.

The study results are consistent with the results of the 
studies by Anjarwati et al. (2015) [8], Dewi & Wirajaya 
(2013) [19], Kontesa (2015) [26], Paminto et al., (2016) [27], 
Hamidy (2014) [36], Kodongo et al. (2014) [37], Sucuahi 
& Cambarihan (2016) [38], Agustia (2010) [39], Alfredo 
Mahendra DJ (2011) [40], Bukit (2012) [41], Kusumajaya 
(2011) [42], Languju et al. (2016) [43], Nurhayati (2013) 
[44], Prisilia (2012) [45], Suffah & Riduwan (2016) [46], 
Wulandari (2013) [47]. These studies show that profit-
ability has a significant positive Effect on firm value.
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Based on the DER analysis in this study, it is an inter-
mediate variable, this result due to the direct influence of 
ROA on PBV is less than the indirect effect of ROA on PBV, 
it can be concluded that the DER variable can mediate 
the effect of ROA on PBV. Based on these results, which 
argue that the capital structure can be an intermedi-
ary between profitability and the value of the company, 
contrary to the Pecking Order theory, which states that 
the higher the profitability, the more profit will be saved, 
so that the capital structure will be low. This means that 
if the company has a large level of profit, it will have a 
greater internal source of financing. This will influence 
the decision on the capital structure or financing of the 
company, namely in financing its business activities, such 
as developing products or needs through investment costs 
that allow companies to use their own capital, namely 
from domestic companies, for example, in the form of 
retained earnings as profits generated by the company 
rather than using external funds.

In this study, capital structure can mediate the Effect 
of profitability on firm value. This can happen if internal 
funding sources are no longer sufficient. For example, if a 
company expands, which requires a large amount of funds 
to stimulate a future increase in profits, the company can 
use as an alternative a source of external funds, namely 
in the form of debt received from external parties. That 
is, both internal and external funding sources are used 
to increase company profits. If not considered properly, 
their use will have a negative Effect on The Value of Firm. 
These results are consistent with the research conducted 
by Chen and Chen (2011) [48] stating that profitability 
has a significant Effect on The Value of Firm with the 
capital structure as an intervening variable.

This study shows that the capital structure has a posi-
tive Effect on firm value. These findings are consistent 
with the proposed hypothesis stating that the capital 
structure has a positive Effect on firm value. Companies 
must be able to determine the amount of debt, because 
the existence of debt to a certain extent will be able to 
increase The Value of Firm. However, if the amount of debt 
goes beyond a certain limit it will reduce The Value of 
Firm. The study results are consistent with the Trade-off 
theory which explains that if the position of the capital 
structure is below the optimal point, each addition of 
debt will increase The Value of Firm. The trade-off theory 
predicts a positive relationship with The Value of Firm. 
The results of this study correspond to the study results 
by Hermuningsih (2012) [11], Kontesa (2015) [26], Hamidy 

(2014) [35], Bukit (2012) [41], Kusumajaya (2011) [42] 
showing that the capital structure has a positive Effect 
on firm value.

CONCluSION
Some conclusions obtained from the results of this 
study are as follows:

1.  Growth opportunity has a positive Effect on the 
company’s capital structure, this means that the size of 
the company growth is able to influence the high and 
low capital structure of the company, the Effect is in the 
same direction. The higher the size of the company is, 
the greater the company’s capital structure is, and vice 
versa.

2.  Growth opportunity does not affect The Value of 
Firm. High and low growth opportunity does not affect 
the high and low values of the firm’s capital structure. 
It cannot mediate the Effect of growth opportunity to 
company value.

3.  Corporate tax has a positive Effect on the capital 
structure of the company. This means that the high 
and low corporate tax affects the high and low capital 
structure of the company, the Effect is unidirectional. 
The higher the corporate tax is, the higher the capital 
structure of the company is, and vice versa.

4.  Corporate tax does not affect The Value of Firm. 
The high and low corporate tax of a company does not 
affect The Value of Firm.

5.  Capital structure cannot mediate the Effect of 
corporate tax on firm value.

6.  Profitability has a negative Effect on the variable 
capital structure of the company. High and low 
profitability is against the high and low capital structure 
of the company.

7.  Profitability has a positive Effect on firm value. 
The high and low profitability of a company has an 
Effect on the high and low value of the company, the 
influence is in the same direction. The higher the 
profitability of the company is, the higher The Value of 
Firm is.

8.  Capital structure can mediate the Effect of 
profitability on firm value.

9.  Capital structure has a positive Effect on 
corporate value variables, this means that the high and 
low capital structure of the company has an influence 
on the high and low value of the company, the influence 
is the same. The higher the company’s capital structure 
is, the higher The Value of Firm is.
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