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The purpose of this research is to examine institutional ownership,
profitability, liquidity, dividend policy, debt policy, firm size, audit
committee, managerial ownership in affecting price to book value in nonfinancial companies listed in Indonesia Stock Exchange. This research used
54 listed non-financial companies in Indonesia Stock Exchange, and the
data were selected using a purposive sampling method during the research
period 201 6 until 2018. Data were analyzed using multiple regression
methods. The research results show that profitability and debt policy had a
significant influence on price to book value. In contrast, for institutional
ownership, liquidity, dividend policy, firm size, audit committee,
managerial ownership had no considerable influence on price to book
value.
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INTRODUCTION
The current condition of the Indonesian economy continues to grow, which has
created intense competition between companies. The tight game will certainly encourage
each company to improve its performance so that the company's goals can be adequately
achieved. One of the company's primary goal is to enhance shareholders' welfare through
increased company value. One of the proxies that can be used in measuring the company's
value is the price to book value. Companies tried to enhance the corporate value of its order
to gain confidence and be viewed favorably by investors so that investors' interest in
investing in the company is high. Funds obtained from investors can be used by companies to
carry out various activities or carry out strategic decisions that can increase company value
and its shareholders' welfare.
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The increase in corporate value can also be achieved if the company has the right
strategy, as was done by PT Phapros Tbk. Reporting from media Cash on Thursday, February
21, 2019, the secretary of PT Phapros Tbk, Zahmilia Akbar, revealed that throughout the year
2018, PT Phapros Tbk used marketing strategies expansive with its vast new markets,
maintain product availability, increase in some line of production and launching some new
product. And in 2018, PT Phapros Tbk managed to record positive performance by increasing
net profit of 6.41%. Given the importance of corporate value to its survival, it makes this
topic interesting to re-examine.
This research is the development of a study conducted by Sukmawardini and
Ardiansari (2018). The independent variables used are institutional ownership, profitability,
liquidity, dividend policy, and debt policy. Variable-variable is used to examine whether
there is an influence of these variables on firm value.
The first difference between this study and the research conducted by Sukmawardini
and Ardiansari is the period used. Sukmawardini and Ardiansari used the period 2012 - 2016
as the research year, while in this study, the period 2016 - 2018 was used. The second
difference is research previously used manufacturing companies listed in Indonesia Stock
Exchange as research data. Investigators earlier utilizing the company's non-financial listed
on the Indonesia Stock Exchange data and research objects. The final difference is that this
study adds three new variables expected to affect the book value price. This research model is
expected to be relatively better at explaining the factors that affect the price to book value,
namely company size, audit committee, and managerial ownership. Company size is taken
from Yuliana et al. (2018), the audit committee was drawn from research conducted by Yefni
et al. (2017). Managerial ownership is taken from a study conducted by Rasyid (2015).
LITERATURE REVIEW
Agency Theory
Agency theory explains the relationship between the agent (manager) and principal (investor)
that is built so that company goals can be achieved optimally (Jensen and Meckling, 1976). It
is not uncommon for company management to have other purposes against the company's
goals. This interest can lead to a conflict known as agency conflict.
The existence of different interests, each party will increasingly strive to expand profits for
itself. Investors want a return on that as much and as quickly as possible on the made
investment. Meanwhile, the agent (manager) fulfilled his interests and accommodated as
much as possible. According to his performance to get, for example, a bonus for managers
(Sudiyatno and Puspitasari, 2010). In such situations, both the principal and the agent are
utility maximizers, and there is no reason for the principal to believe that the agent will
always act in the best interest of the principal (Godfrey et al. , 2010). The influence of the
conflict between the investor and the manager can make downs of the company's value, this
loss, which is called by the agency cost equity by the entity (Jensen and Meckling, 1976).
The value of the company
Firm value is the price a prospective buyer is willing to pay if the company is sold
(Prasetia et al. , 2014). Companies with high value can increase shareholders' prosperity to
invest their company (Santoso, 2017).
A high company value will also give a positive signal in investors' eyes to invest in a
company. For creditors, the company's value can reflect its performance to pay off its debt so
that creditors do not have to worry about providing loans to the entity (Manoppo and Arie,
2016).
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Institutional Ownership and Company Value
Institutional ownership is the percentage of shares obtained by institutional investors
such as insurance companies, investment companies, and banks (Negara, 2019). Institutional
investors can play a role in monitoring the agent (manager) of the company. Activities in
monitoring activities can change the company's management structure, maximizing
shareholder prosperity (Rachmawati and Saputra, 2016).
The proportion of institutional ownership acts as a preventive against waste
management that may decline the company (Zahro, 2019). The hypothesis is:
Ha1: Owners' institutional influence the value of the company.
Profitability and Company Value
Profitability is the result of several company management policies and decisions.
Profitability in the company is a picture of how well a company generates profit from
operational processes implemented to ensure its continuity in the future (Manoppo and Arie,
2016).
Companies with high profitability can make their investors' level of prosperity better
to attract other potential investors (Lubis et al. , 2013). Profitability also reflects the
effectiveness and success of management as a whole, so that effective company operations
will increase the company's profitability and value (Pratama and Wiksuana, 2016). The
hypothesis proposed is:
Ha2: Profitability influences firm value.
Liquidity and Company Value
Liquidity is the strength or ability of a company to meet current debt with its current
assets. Companies with high liquidity will increase the confidence of outsiders in the
company, especially creditors (Sudiani and Darmayanti, 2016). Enhancing its liquidity will
give a positive signal to increase investor confidence, thereby increasing its value (Nurhayati,
2013). The hypothesis proposed is:
Ha3: Liquidity influences firm value.
Dividend Policy and Company Value
Dividend policy decides whether the company's profits will be given to shareholders
as dividends or profits will be retained in the form of profit to finance investment in the
future. The dividend policy is not separated from companies' funding decisions (Sumanti and
Mangantar, 2015).
Dividend policy can be a signal to investors about prospects. The dividends
distributed to shareholders will make it attractive to shareholders because some investors
prefer dividends than capital gains. After all, dividends are more specific (Indriawati, 2018).
If the company calls to raise the compensation amount, it will increase the company
(Sukmawardini and Ardiansari, 2018). The hypothesis proposed is:
Ha4: Policies dividend influence the value of the company.
Debt and Company Value Policy
Debt policy is a policy that would be used for debt financing. Companies are
considered risky if they have a large portion of the debt in the capital structure. However, if a
company uses little debt or nothing, the company cannot utilize additional external capital to
improve it's operating (Sumanti and Mangantar, 2015). Increasing the use of debt will
increase its value, but the excessive debt will reduce the company (Indriawati, 2018).
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Diani (2017) states that the ideal use of debt will increase its income because the
return from this fund exceeds the interest paid and increases the owner's equity. The
hypothesis proposed is:
Ha5: The h debt policy influences firm value.

Company Size and Company Value
The size of the company is a reflection of the number of assets a company
has. Businesses have many assets, the management more flexibility in using existing
investments in the company. When viewed from the management's point of view, it will
make it easier for them to control the company, increasing company value (Manoppo and
Arie, 2016). The hypothesis proposed is:
Ha6: The size of the company influences the value of the company.
Audit and Corporate Value Committee
The audit committee is formed by the board of commissioners to carry out the task
of closely supervising the company's management. The existence of an audit committee is
essential for company management. The audit committee is a new component in the
company's control system. The audit committee is considered a liaison between shareholders
and the commissioners' board to handle control issues (Putra et al. , 2018).
The existence of an audit committee is also associated with the principles of
transparency governance. Through these principles, the audit committee ensures that the
financial statements of a company are not misleading. Thus, investors will provide more
value to the company, thereby increasing its value (Yefni et al. , 2017). The hypothesis
proposed is:
Ha7: Committee Audit influences the value of the company.
Managerial Ownership and Company Value
Managerial ownership is a proportion of shareholders from management who
actively participate in decision-making companies, namely the directors and commissioners.
Managerial ownership is one of the corporate governance mechanisms that can reduce agency
costs (Ratnasari et al., 2018). Managerial ownership often associated as an effort to increase
the value of the company late because the manager than as management as well as the owner
of the company will feel the direct result of his decision so the manager would not commit
acts which only benefit managers (Suastini et al., 2016). The hypothesis proposed is:
Ha8: Owners managerial influence the value of the company.
METHODOLOGY
Form and Object of Research
The form of research conducted in this research is causality research. This research's
object is non-financial companies listed on the Indonesia Stock Exchange (BEI) for 201 6 to
2018. The sample selection technique uses the purposive sampling method, which results in
54 companies. The sample used in this research is 162 company data. (see table 1)

1.

Table 1: Research Sample Selection Procedure
Information
Total
Company
Non-financial companies listed on the Indonesia
438
Stock Exchange in the year 201 6 -2 018
364

Total
Data
1314
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2.

Non-financial companies not consistently listed
on the Indonesia Stock Exchange during the
observation period
3. Non-financial companies whose reporting
period did not end on December 31 during the
observation period
4. Non-financial companies that present financial
statements in currencies other than Rupiah
during the observation period
5. Non-financial companies that earn losses during
the observation period
6. Non-financial companies that do not pay
dividends during the observation period
7. Non-financial companies that do not have
managerial ownership during the observation
period
8. Non-financial companies that do not have
institutional ownership during the observation
period
Number of sample companies
Source: data collected

(11)

(33)

(14)

(42)

(77)

(231)

(126)

(378)

(84)

(252)

(70)

(210)

(2)

(6)

54

162

This study has divided the criteria for non-financial companies listed on the Indonesia
Stock Exchange from 2016 to 2018. The non-financial companies that publish financial
reports with the financial year ending on December 31 also have financial reports
denominated in Rupiah, non-financial companies that consistently earn net income after tax
during the observation period, non-financial companies that distribute dividends always, nonfinancial companies that have managerial, and institutional ownership during the observation
period.
Variable and Measurement Data
The value of the company
The company's value is investors' expectations of the company, which is often
associated with its stock price. Firm value is a variable with a ratio scale, and this variable is
measured by the following formula (Sukmawardini and Ardiansari, 2018):
Stock Price
PBV =
Book Value of Shares
Shareholder equity – Preferred equity
BV of Shares =
Total Outstanding Common Shares
Institutional Ownership
Ownership, An institution constitutes a percentage of shares owned by the institution.
The measurement scale uses a ratio scale. Institutional ownership can be measured by the
following formula (Sukmawardini and Ardiansari, 2018):
Institusional Shares
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INST =
Outstanding Shares
Profitability
Profitability is the ratio O n g can assess a company's ability to generate profits. The
measurement scale used in this variable is the ratio scale. Return on assets can be formulated
as follows (Sukmawardini and Ardiansari, 2018):
Net Income
ROA =
Total Assets
Liquidity
Liquidity is a ratio that measures a company's short-term ability to meet maturing
obligations and to meet unexpected cash needs. The measurement scale used in the variable is
the ratio scale. Then the current ratio proxies are as below (Sukmawardini and Ardiansari,
2018):
Current Assets
CR =
Current Liabilities
Dividend Policy
Dividend policy is a ratio that looks at the share sheet in company income paid to
shareholders in the form of dividends (Erfiana and Ardiansari, 2016). The measurement scale
used in this variable is the ratio. Therefore, the dividend policy formula is as follows
(Sukmawardini and Ardiansari, 2018):
Dividends per Share
DPR =
Earnings per Share
Debt policy
Debt policy is a ratio that measures the level of use of debt to the total shareholder
equity owned by the company. The measurement scale used in this variable is the ratio scale.
The debt policy formula is as follows (Mahdaleta et al. , 2016):
Total Liabilities
DER =
Equity
Company Size
The company's size is a proxy for information asymmetry between the company and
the market, which raises a signal that the bigger the company, the more complex the
organization (Hantono, 2016). The measurement scale used variable is the ratio scale.
Company size is measured using the natural logarithm of total assets with the following
proxies (Yuliana et al . , 2018):
Company Size = Ln Total Assets
Audit Committee
The audit committee is an essential factor in ensuring management accountability to
shareholders. The audit committee is determined by counting the number of audit committee
members owned by the company. The number of audit committees can be seen from its
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annual financial statements (Yefni et al . , 2017). The measurement scale used in this variable
is a ratio scale.
Managerial ownership
Managerial ownership is the proportion of share ownership by directors,
management, the commissioner, or any party who actively participates in the company's
decision-making. The measurement scale used by this variable is the ratio. Managerial
ownership in this study is measured by comparing managerial share ownership with total
shares outstanding, with the following formula (Rasyid, 2015):
Managerial Share Ownership
KM =
Total of Circulated Shares
RESULT AND DISCUSSION
The results of multiple regression tests can be seen in table 2 below:
Table 2: Multiple Regression Test Results
Unstandardized Coefficients
Variabel
B
Sig.
(Konstanta) 1.290
0.652
INST
-0.715
0.432
ROA
35.670
0.000
CR
-0.024
0.752
DPR
-0.289
0.599
DER
0.976
0.000
SIZE
-0.100
0.263
KA
0.245
0.394
KM
1.512
0.933
a Dependent Variable: NP
Institutional ownership has a coefficient value of -0.715 and a significant value of
0.432, which is greater than alpha 0.05. So it can be concluded that Ha1 is not accepted. It
means that institutional ownership does not affect firm value. It is because institutional
ownership cannot effectively supervise management due to the asymmetry of information. It
is challenging to control management behavior, impacting company value (Sukmawardini
and Ardiansari, 2018). The results of this study are consistent with research conducted by
Sukmawardini and Ardiansari (2018), Adelina et al. (2014), Negara (2019), Raharja (2014),
and Harsono (2018).
Profitability has a coefficient value of 35.670 and a significant value of 0.000, smaller
than alpha 0.05. It can be concluded that Ha2 is accepted. It means that profitability shows a
positive influence on firm value. Nurhayati (2013) found that high income indicates the
company's prospects are good, which is considered a trigger for investors to increase demand
for the company's stock. The results of this study are consistent with research conducted by
Ayu and Suarjaya (2017), Rachmawati and Saputra (2016), Rudangga, and Sudiarta (2016),
and Sumanti and Mangantar (2015).
Liquidity has a coefficient value of -0.024 and a significant value of 0.752, which is
greater than alpha 0.05. It can be concluded that Ha3 is not accepted. It means that liquidity
does not affect firm value. Sukmawardini and Ardiansari (2018) state that this can happen
because liquidity only shows its ability to meet current debt with its existing assets so that
investors do not consider liquidity in long-term investment decisions. The results of this study
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are consistent with research conducted by Sukmawardini and Ardiansari (2018), Adelina et
al. (2014), Sudiani and Darmayanti (2016), Marceline and Harsono (2017), and Lusiana and
Agustina (2017).
The dividend policy has a coefficient value of -0.289 and a significant value of 0.599,
which is greater than alpha 0.05. It can be concluded that Ha4 is not accepted. It means that
the dividend policy does not affect firm value. Mardiyati et al. (2012) state that the company
can generate profits on the company's assets or investment policy. The increasing amount of
the company does not always follow the value of dividends. The results of this study are
consistent with research conducted by Sukmawardini and Ardiansari (2018), Mardiyati et al.
(2012), Nurhaiyani (2018), and Hidayat (2018).
The debt policy has a coefficient value of 0.976 and a significant value of 0.000,
smaller than alpha 0.05. It can be concluded that Ha5 is accepted. It shows that debt policy has
a positive influence on company value. The increasing use of a company's debt will increase
its worth because debt can save taxes (Febrianti, 2012). The results of this study are
consistent with research conducted by Faisal and Nissa (2018), Manoppo and Arie (2016),
Savitri (2017), Pantow et al. (2015), and Febrianti (2012).
Size P company has a coefficient value of -0.100, and significant value of 0.263 is
more generous than alpha of 0.05. It can be concluded that H a6 is not accepted. It means that
company size does not influence firm value. Manoppo and Arie (2016) state that a large
company does not mean guaranteeing this company has a high value. Large companies may
not be bold in making new investments before the liability-liability n was already paid off.
The results of this study are consistent with research conducted by Manoppo and Arie (2016),
Pantow et al. (2015), Pristianingrum (2017), and Ponziani and Azizah (2017).
The audit committee has a coefficient value of 0.245 and a significant s e value of
0.394, which is greater than alpha 0.05. It concluded that Ha7 is not accepted. It means that the
audit committee does not influence firm value. It can be caused by the less than optimal
performance of an audit committee in carrying out the supervisory and control functions in
company management. The formation of an audit committee of a company is sometimes a
formality (Raharja, 2014). This study's results are consistent with research conducted by
Yefni et al. (2017), Ratnasari et al. (2018), Raharja (2014), and Sukmadijaya and Cahyadi
(2017).
Managerial ownership has a coefficient value of 1.512 and a significant value of
0.933, which is greater than alpha 0.05. So it can be concluded that Ha8 is not accepted. It
means that managerial ownership does not affect firm value. Ratnasari et al. (2018) stated
that this was caused by management performance that was not optimal. Due to differences in
interests between management and investors. It follows agency theory, which explains that
the government has other goals contrary to its main objectives. The results of this study are
consistent with research conducted by Rasyid (2015), Ratnasari et al. (2018), Negara (2019),
and Sumanti and Mangantar (2015).
CONCLUSIONS
This research was conducted to obtain empirical evidence regarding the effect of
institutional ownership, profitability, liquidity, dividend policy, debt policy, company size,
audit committee, managerial ownership on firm value. It concluded that this study's results
indicate that profitability and debt policy significantly affect firm value. Institutional
ownership, liquidity, dividend policy, size of the company, committee audit, and ownership
managerial did not significantly affect its value.
This study has implications for companies to pay attention and keep several factors,
such as companies' profitability and debt policies that affect its value. Investors account for
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profitability and debt policies. The issuers should invest in listed companies. Also, to achieve
the investment's purpose is one of the capital gains through increasing company value. For
regulators to supervise better when determining unusual market activities, one is the change
in company value.
The research has some limitations, namely period research used in testing only three
years from the period 2016 -2018. Variable data of the sample used in this study still is not
normal after been tested utilizing an outlier test. The independent variables liquidity does not
meet the heteroscedasticity test; many variables in this study are not proven to contribute to
firm value.
Based on the existing limitations, the researcher wants to provide recommendations
that might help further researchers carry out research related to firm value. Namely,
extending the research period so that the observations' results can be more generalized and
can describe the company's actual condition and overcome the problem of normality. Also,
fulfilling all the classical assumptions in this study is the heteroscedasticity test, which can be
done by adding the amount of research data. For example, adding independent variables may
significantly affect firm value, the return of equity, sales turnover, company growth, and
other financial ratios.
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