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ABSTRACT 

This study investigates the influence of company size and capital structure on firm value 
with profitability as an intervening variable in the Property and Real Estate sector 
companies listed on the Indonesia Stock Exchange during the period 2016-2022. Using a 
sample of 20 companies, this research employs a quantitative method with path analysis 
using the Eviews program. The results indicate that company size does not have a significant 
influence on profitability, while capital structure has a positive and significant impact on 
profitability. Company size positively and significantly affects firm value, whereas capital 
structure does not significantly influence firm value. Profitability shows a positive and 
significant effect on firm value and acts as an intervening variable between company size 
and firm value, as well as between capital structure and firm value. The theoretical 
implications of this research underline aspects of agency theory and the relationship among 
company size, profitability, and firm value. Practically, the findings suggest that profitability 
is more crucial than company size in determining firm value. It also emphasizes the need to 
optimize capital structure to prevent negative impacts on firm value. 
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 INTRODUCTION 

The Property and Real Estate companies are a sub-sector of service compa-

nies listed as public companies in the Property, Real Estate, and Construction sec-

tors on the Indonesia Stock Exchange (IDX). Property and real estate remain a pri-

mary choice for investors to invest their funds due to the potential for stock price 

increases within this sector. This is evidenced by several companies in the Property 

and Real Estate sector showcasing their business prospects maximally. This 
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situation drives investors to compete in investing their funds in companies within 

the Property and Real Estate sector. This sector is significant as it can absorb a large 

workforce and has a cascading effect on other economic sectors (Kholifah, 2020). 

Corporate value represents the reputation a company earns through its opera-

tions over a specific period. A high corporate value is a goal for every company, as 

a high corporate value attracts investors to invest in the company (Martha et al., 

2018). Corporate value can be gauged by the company’s stock market price since 

the stock market price reflects investors' assessment of the company's overall equity 

(Chasanah, 2018). Hence, maximizing corporate value equates to maximizing the 

company's stock market price (Adur et al., 2018). Corporate value can be measured 

by observing stock price trends in the secondary market; if the stock price increases, 

so does the corporate value. Corporate value is essentially the market value of bonds 

or long-term stock market values, making it attractive to investors, a crucial aspect 

of the modern market economy (Thamrin et al., 2018). Data from the Indonesia 

Stock Exchange shows that the property, real estate, and building construction sec-

tor index fell by 4.31% throughout 2017, while the Composite Stock Price Index 

(IHSG) surged by 19.99%. The property sector's performance did not improve de-

spite Bank Indonesia's interest rate cuts and relaxed loan-to-deposit ratio policies 

(market.bisnis.com). 

Research on factors affecting corporate value has been extensive. Typically, 

financial factors are used to explain their influence on corporate value. These finan-

cial factors include company size, capital structure, and profitability (Dang et al., 

2019). Company size is indicated or assessed by total assets, sales, profits, and tax 

burden. Large assets are often used as collateral for borrowed funds; companies 

with significant assets are more trusted by creditors for funding (Shania & Ha-

naantijo, 2023). Capital structure shows the financial composition of a company, 

consisting of equity shareholders and long-term debt (Krisnando & Novitasari, 

2021). Profitability is a ratio to assess a company's ability to generate profit (Na-

inggolan, 2017). Below is the average of company size, capital structure, and prof-

itability on corporate value. 

Strong property demand from consumers and investors can drive the growth 

of property companies. The decline in property company size in 2020 during the 

pandemic was a direct result of the economic impact caused by COVID-19. During 

the pandemic, many countries implemented lockdowns and social restrictions, lead-

ing to a decrease in property demand. Increased demand can include housing, com-

mercial, and industrial properties. Large company size indicates the company's re-

silience in certain conditions, as large companies tend to secure funding easily (Aziz 

& Widati, 2023). 

The capital structure variable, proxied using the Debt to Equity Ratio (DER), 

was 0.77 in 2016, increased to 0.88 in 2017 and 2018, slightly decreased to 0.63 in 

2019, slightly increased to 0.76 in 2020, decreased again to 0.73 in 2021, and in-

creased to 0.79 in 2022. Besides company size and capital structure, profitability 

can affect corporate value. Higher capital structure values mean higher risks for 

companies in securing long-term debt, as it will incur capital costs (Permatasari & 

Azizah, 2018). 
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Profitability, proxied using Return on Equity (ROE), was 14% in 2016, de-

creased to 10% in 2017, dropped to 9% in 2018, further decreased to 8% in 2019, 

and fell to 5% in 2020 and 2021. In 2022, it increased to 8%. The decline in profit-

ability from 2016-2020 reflects economic uncertainty or a slowdown in property 

demand. The COVID-19 pandemic, starting early 2020, caused major disruptions 

in the property industry. By 2021-2022, the property market and the overall econ-

omy began recovering post-pandemic. Economic recovery can boost property de-

mand, improving property company performance and increasing profitability. High 

profitability positively impacts corporate value by boosting investor confidence and 

attracting new investors (Yanti et al., 2023). 

The Corporate Value variable, proxied using the Price to Book Value (PBV), 

showed an initial value of 2.11 in 2016. PBV for property and real estate companies 

declined to 1.99 in 2018, 1.43 in 2017, and 0.92 in 2019. In 2020, it slightly in-

creased to 1.04 but fell again to 0.87 in 2021. However, in 2022, the PBV for prop-

erty and real estate companies rose to 2.07. This can be verified by sales data of 

property companies listed on the IDX, where most companies did not meet targets, 

and a few remained stagnant. The 2020 COVID-19 pandemic further impacted this. 

The pandemic led to decreased profits and revenues for many companies. Post-

pandemic, the property and real estate sub-sector began recovering in 2022. This 

recovery is reflected in rising property prices, increased buyer and tenant demand, 

and higher property investment activity. 

Previous research results reveal significant differences. The research gap ta-

ble shows diverse findings from previous studies, ranging from the influence of 

profitability and company size on corporate value with capital structure as an inter-

vening variable in manufacturing companies to the impact of growth, company size, 

capital structure, and profitability on corporate value in companies in Vietnam and 

Indonesia. Previous research results indicate inconsistencies in factors affecting 

corporate value. Therefore, this research aims to explore the influence of company 

size, capital structure, and profitability on corporate value, titled "The Influence of 

Company Size and Capital Structure on Corporate Value with Profitability as an 

Intervening Variable in Property and Real Estate Companies Listed on the Indone-

sia Stock Exchange (Study of Property and Real Estate Companies Listed on IDX 

for the Period 2016-2022)." This study aims to analyze the direct influence of com-

pany size and capital structure on corporate value, and the influence of company 

size and capital structure with profitability as an intervening variable on corporate 

value, within the context of property and real estate companies in Indonesia. This 

research is expected to contribute theoretically by adding literature related to 

agency theory and practically by providing insights for investors on the principal-

agent relationship affecting corporate value. These findings are based on the re-

search gap table, including results from Azmi, Isnurhadi, and Hamdan (2018), Bui, 

Nguyen, and Pham (2023), Dang et al. (2019), Marisa, Isni, and Thamrin (2022), 

Santoso et al. (2023), and Azka, Shelfi, and Yuliani (2024). 

 

RESEARCH METHOD 
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This research focuses on the impact of profitability, company size, and capital 

structure on corporate value in the Property and Real Estate Sector companies listed 

on the Indonesia Stock Exchange (IDX) during the period from 2016 to 2022. Quan-

titative data was obtained through the financial reports of these companies from the 

official IDX website. The research method used is quantitative, employing purpos-

ive sampling to select samples that meet the research objectives. The population 

consists of property and real estate companies listed on the IDX during the specified 

period. The research sample includes 20 companies, totaling 140 financial reports 

over 7 years. The research instrument uses a quantitative approach with path anal-

ysis utilizing the Eviews program. Data analysis was conducted using panel data 

regression techniques, classical assumption tests, descriptive analysis, and coeffi-

cient of determination tests. The final stage involves mediation analysis to under-

stand the influence of independent variables on the dependent variable through the 

mediator variable.. 

 

RESULT AND DISCUSSION 

Research Analysis Results 

Data Description of Research Objects 

The scope of this research is to analyze and determine the effect of company 

size and capital structure on corporate value with profitability as an intervening 

variable in property and real estate sector companies listed on the Indonesia Stock 

Exchange (IDX) for the period of 2016-2022. The data used includes 20 companies 

listed on the IDX from the property and real estate sector over a span of 7 years 

(2016-2022), resulting in a total of 140 observations. The data was collected from 

financial reports. 

 

Descriptive Analysis Results 

 

Table 4.1 Descriptive Statistics of the Research 

Description Company Size Capital 

Structure 

Profitability Corporate 

Value 

 Mean  30.026  0.666  0.090  0.800 

 Median  29.660  0.710  0.080  0.740 

 Maximum  31.810  1.730  0.240  2.200 

 Minimum  29.440  0.030  0.000  0.210 

 Std. Dev.  0.621  0.449  0.052  0.427 

 Observations  140  140  140  140 

Source : Data Processing Results, Eviews (2023)   

Based on table 4.1 which displays the results of descriptive statistics of 

variables using EViews from the data above, the dependent variable is the value of 

the company, while the independent variable is the size of the company and the 

capital structure, with the intervening variable being profitability. The results of the 

statistical description can be described as follows: The size of the company, 

calculated based on total assets (ln total assets), has an average of 30,026 out of 20 

samples, with a low value of 29,440 and a high of 31,810, as well as a standard 
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deviation of 0.621. The capital structure, measured by the DER (debt to equity 

ratio), has an average of 0.666, with a low of 0.03 and a high of 1.73, as well as a 

standard deviation of 1.730. The company's value, measured by PBV (price book 

value), has an average of 0.800, with a low of 0.210 and a high of 2.200, as well as 

a standard deviation of 0.427. Finally, profitability, calculated by ROE (return on 

equity), has an average of 0.090, with the lowest value of 0.00 and the largest 

determined by the value not available in the text. 

 

Data Analysis Results  

Model Selection Estimation in Equation 1  

The selection of the panel data regression model estimation method is an 

analytical step to determine the best estimation model to be used in this study to 

understand the effect of company size (proxied by the size of Ln total assets) and 

capital structure (proxied by DER, debt to equity ratio) on profitability (proxied by 

ROE, return on equity). The panel data regression estimation models include the 

Chow test, Hausman test, and Lagrange multiplier test to determine the best 

estimation model to be used in this study. 

 

Chow test  

The Chow test is a statistical test conducted to determine whether the model 

falls under the fixed effect or common effect, which is most appropriate for 

estimating panel data in this study, to understand the effect of company size 

(proxied by the size of Ln total assets) and capital structure (proxied by DER, debt 

to equity ratio) on profitability (proxied by ROE, return on equity). 

   

Table 4.6 Chow Test Results 

Redundant Fixed Effects Tests 

Equation : Untitled  

Test cross-section fixed effects 

Effect Test Statistic d.f Prob. 

Cross-section F 1.659 (19,118) 0.053 

Cross-section Chi—square 33.150 19 0.023 

Source : Data Processing Results, Eviews (2023)   

 

Based on Table 4.6, if the probability value is less than 0.05, the model used 

is the fixed effect. However, if the probability value is greater than 0.05, the model 

used is the common effect. Table 4.6 shows that the probability value for the cross-

section chi-square is 0.0231 < 0.05. Thus, based on the Chow test results using 

Eviews, it can be concluded that the fixed effect model is better. 

 

Hausman test 

The Hausman test is a statistical test conducted to determine whether the fixed 

effect or random effect model is most appropriate for estimating panel data in this 

study, to understand the effect of company size (proxied by the size of Ln total 

assets) and capital structure (proxied by DER, debt to equity ratio) on profitability 

(proxied by ROE, return on equity). 
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Table 4.7 Hausman Test Results 

Correlated Random Effects – Hausman Test 

Equation : Untitled 

Test Cross-section random effects  

Test Summary Chi-Sq. Statistic Chi-Sq. d.f Prob. 

Cross-section random 1.830 2 0.400 

Source : Data Processing Results, Eviews (2023)   

 

Based on table 4.7, if the probability value is less than 0.05, then the model 

used is fixed effect. But if the probability value is greater than 0.05, then the model 

used  is random effect. Table 4.7 shows that the P-Value value in the random cross-

section of 0.4005 > 0.05 can be interpreted that  the random effect model  is more 

appropriate compared to the fixed effect model. 

Equation 1 can be concluded that using  the random effect model  in 

interpreting the results of the regression of panel data in this study because the LM 

test is carried out if the results of the Chow test are common and in the Hausmant 

test the results are random even though the results of the chow test are fixed and the 

hausmant test is random, then the LM test does not need to be done again, so that 

when the LM test is carried out, the results will show a statement Not Available for 

panel equations with estimated effects. 

 

Table 4.8 Random Effect Model Regression Estimation Results 

Variable Coefficient Std.Error t-Statistic Prob. 

C 0.457 0.247 1.846 0.067 

Company Size -0.011 0.008 -1.378 0.170 

Capital Structure -0.033 0.011 -2.825 0.005 

Effect Specification 

R-Squared 0.091 Mean dependen var 0.068 

Adjusted R-Squared 0.078 S.D. dependen var 0.049 

S.E. of regression 0.047 Sum squared resid 0.304 

F-Statistic 6.914 Durbin-Watson stat 1.222 

Prob(F-Statistic) 0.001   

Source : Data Processing Results, Eviews (2023)   

 

Model Selection Estimation in Equation 2 

The selection of the panel data regression model estimation method is an an-

alytical step to determine the best estimation model to be used in this study to un-

derstand the effect of company size (proxied by the size of Ln total assets), capital 

structure (proxied by DER, debt to equity ratio), and profitability (proxied by ROE, 

return on equity) on corporate value (proxied by PBV, price book value). The panel 

data regression estimation models include the Chow test, Hausman test, and La-

grange multiplier test to determine the best estimation model to be used in this 

study. 

Chow Test  
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The Chow test is a statistical test conducted to determine whether the model 

falls under the fixed effect or common effect, which is most appropriate for esti-

mating panel data in this study, to understand the effect of company size (proxied 

by the size of Ln total assets), capital structure (proxied by DER, debt to equity 

ratio), and profitability (proxied by ROE, return on equity) on corporate value 

(proxied by PBV, price book value). 

 

Table 4.12 Chow Test Results 

Redundant Fixed Effects Tests 

Equation : Untitled  

Test cross-section fixed effects 

Effect Test Statistic d.f Prob. 

Cross-section F 10.331 (19,117) 0.000 

Cross-section Chi—square 137.900 19 0.000 

Source : Data Processing Results, Eviews (2023)   

Based on Table 4.12, if the probability value is less than 0.05, the model used 

is the fixed effect. However, if the probability value is greater than 0.05, the model 

used is the common effect. Table 4.12 shows that the probability value for the cross-

section chi-square is 0.000 < 0.05. Thus, based on the Chow test results using 

Eviews, it can be concluded that the fixed effect model is better. 

 

Hausman Test 

The Hausman test is a statistical test conducted to determine whether the fixed 

effect or random effect model is most appropriate for estimating panel data in this 

study, to understand the effect of company size (proxied by the size of Ln total 

assets), capital structure (proxied by DER, debt to equity ratio), and profitability 

(proxied by ROE, return on equity) on corporate value (proxied by PBV, price book 

value). 

 

Table 4.13 Hausman Test Results 

Correlated Random Effects – Hausman Test 

Equation : Untitled 

Test Cross-section random effects  

Test Summary Chi-Sq. Statistic Chi-Sq. d.f Prob. 

Cross-section random 10.026 3 0.018 

Source: Data Processing Results, Eviews (2023)   

 

Based on table 4.13, if the probability value is less than 0.05, then the model 

used is fixed effect. But if the probability value is greater than 0.05, then the model 

used is random effect. Table 4.13 shows that the P-Value value in the random cross-

section is 0.018 < 0.05, which can be interpreted that the fixed effect model is more 

accurate compared to the random effect model. 

Equation 2 can be concluded that using the fixed effect model in interpreting 

the results of the regression of the panel data in this study because the LM test is 

carried out if the results of the Chow test are common and in the Hausmant test the 

results are random even though the results of the chow test are fixed and the 
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hausmant test is random, then the LM test does not need to be done again, so when 

the LM test is carried out, the results will show a statement Not Available for panel 

equations with estimated effects. 

 

Table 4.14 Estimation Results of Fixed Effect Model Regression 

Variable Coefficient Std.Error t-Statistic Prob. 

C 6.496 2.163 3.003 0.003 

Company Size -0.192 0.072 -2.665 0.008 

Capital Structure -0.115 0.131 -0.872 0.384 

Profitability 1.727 0.471 3.664 0.000 

Effect Specification 

R-Squared 0.731 Mean dependen var 0.800 

Adjusted R-Squared 0.680 S.D. dependen var 0.427 

S.E. of regression 0.241 Sum squared resid          6.816 

F-Statistic 14.480 Durbin-Watson stat 1.007 

Prob(F-Statistic) 0.000   

Source : Data Processing Results, Eviews (2023)   

 

Regression Analysis on Equation 2  

Panel data regression analysis is a combination of time series and cross-

section data. Panel data regression analysis is an analysis to determine the 

relationship between one dependent variable or with two or more independent 

variables, which in this study examines the influence of the size of the proxied 

company (Ln total assets), the capital structure proxied with DER (debt to equity 

ratio) and the profitability proxied with ROE (return on equity) on the value of the 

company proxied by PBV (price book value). 

Based on table 4.14, it shows that the results are estimated using  the fixed 

effect model. So the regression equation of the panel data is obtained as follows: 

PBV  = 6.496 – 0.192 SIZE – 0.115 DER +  1.727 ROE 

The results of the regression equation show that the constant has a value of 

6.496, indicating that when all independent variables, namely Size, DER, and ROE, 

have a value of zero, the value of the dependent variable PBV will be 6.496. In 

addition, the regression coefficients of Size and DER have negative values of -0.192 

and -0.115, respectively, which indicates that a decrease in the size of a company 

or capital structure will result in a decrease in the PBV value of -0.192 and -0.115, 

respectively. On the other hand, the ROE regression coefficient has a positive value 

of 1,727, indicating that an increase of one unit in profitability will increase the 

PBV value by 1,727. 

 

Test Hypothesis in Equation 2  

 

T Test 

The results of the hypothesis test for partial testing were used t-test to show 

how significant the influence of independent variables was on the dependent 

variable. In this study, there are three significant or level f significant, namely 

significance at the level of 0.01 (1%), 0.05 (5%), or 0.1 (10%). The results of this 
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study can be concluded if the variables that affect the company's value have  a p-

value of significance below 0.01, 0.05 and 0.1 or a significance level value below 

1%, 5% and 10%. The following are the results of the t-test based on the estimated 

results  of the fixed effect model on the company's value: 

Table 4.16 T Test Results 

Variabel Coefficient Std.Error t-Statistic Prob. 

C 6.496 2.163 3.003 0.003 

Company Size -0.192 0.072 -2.665 0.008 

Capital Structure -0.115 0.131 -0.872 0.384 

Profitability 1.727 0.471 3.664 0.000 

Source : Data Processing Results, Eviews (2023)   

 

Based on the results of the analysis in table 4.16, the company size variable 

(X1) shows a coefficient of -0.192 with a p-value of 0.008 < 0.05, indicating that 

the company size has a significance at a confidence level of 95%, and has a 

significant effect on the value of companies in Property and Real Estate Sector 

Companies listed on the IDX for the 2016-2022 period. Meanwhile, the capital 

structure variable (X2) showed a coefficient of -0.115 with a p-value of 0.384 > 

0.05, which indicates that the capital structure is not significant at the 95% 

confidence level and does not have a significant effect on the value of the company 

in the same period and sector. However, the profitability variable (Z) showed a 

coefficient of 1.727 with a p-value of 0.0004 < 0.05, indicating that profitability has 

a significance at a confidence level of 95% and has a significant effect on the value 

of the company in the same period and sector. Therefore, it can be concluded that 

the profitability variable has a significant influence on the value of the company, 

while the variable of company size has a significant effect but the capital structure 

does not have a significant effect. 

 

Model Test on Preparation 2  

 

Test F 

Based on table 4.17, the F test is used to determine whether independent 

variables together with dependent variables have a significant effect or not. The F 

test can be seen from  the p-value on the output of the regression analysis results, 

from the results it can be concluded that the variable is influential if  the p-value 

has a significance below 0.05 or a significance level value below 5%. The following 

are the results of the F test based on the results of the fixed effect model estimation  

on the company's value: 

Table 4.17 F Test Results  

Description P-Value  Description  P-Value  

R-Squared 0.731 Mean dependen var 0.800 

Adjusted R-Squared 0.680 S.D. dependen var 0.427 

S.E. of regression 0.241 Sum squared resid 6.816 

F-Statistic 14.480 Durbin-Watson stat 1.007 

Prob(F-Statistic) 0.000   

Source : Data Processing Results, Eviews (2023)   
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The results obtained based on the results of  the fixed effect model  estimate 

on the value of the company are F – Statistics in this study of 14,480 and p-value 

0.000 < 0.05, so it can be concluded that the independent variables of company size, 

capital structure and profitability together – both affect the dependent variable of 

company value (PBV). 

 

Coefficient of Determination (R2) 

Based on table 4.18, it shows that the use of the determination coefficient is 

to test the degree of attachment between dependent and independent variables 

which can be seen from the magnitude of the determinant coefficient value 

(Adjusted R-Square). A larger Adjusted R Square (R2) means that the independent 

variable provides the dependent variable with almost all the information it needs to 

predict the variation that occurs in the dependent variable. The following are the 

results of the determination coefficient based on the results of the fixed effect model 

estimation  on the company's value.  

 

Table 4.18 Coefficient of Determination Results 

Description  P-Value  Description P-Value  

R-Squared 0.731 Mean dependen var 0.800 

Adjusted R-Squared 0.680 S.D. dependen var 0.427 

S.E. of regression 0.241 Sum squared resid 6.816 

F-Statistic 14.480 Durbin-Watson stat 1.007 

Prob(F-Statistic) 0.000   

Source : Data Processing Results, Eviews (2023)   

The result used based on the estimated results of the fixed effect model is the 

value of the  determinant coefficient or adjusted R Square (R2) of 0.680.  This 

indicates that the value of the company is attached or can be explained by the size 

of the company, capital structure and profitability of 68.08% and the rest or 31.92% 

is determined by variables outside the study (company value). 

 

Intervening Variable Testing  

Causal Step Strategists  
 

 
a.  

 
 

 

 

 

 

 

 

Source : Data Processing Results, Eviews (2023) 

Figure 4.1. Causal Step Strategy 

(Effect  of Profitability between Company Size and Company Value) 

Company Size    Company Values   

Profitability 

 

c = -2.855 
Sig. = 0.005 

b = 3.677  (Sig. = 0.0004) 
c’ = -2.766  (Sig. = 0.0066 

 

a = -2.008 
Sig. = 0.046 
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PBV = βSIZE+  βROE+  e 

From the three regression equations, it is revealed that the size of the company 

(X1) has a significant influence on profitability (Z) and company value (Y) directly. 

However, when considering the two together, the size of the company (X1) still 

retains its influence on the value of the company (Y) after controlling for 

profitability (Z), indicating the presence of partial mediation. These findings are 

supported by the results of the analysis which shows that the direct effect (c') is 

smaller than the regression coefficient (c), with a significance value indicating that 

the size of the company (X1) remains significant to the value of the company (Y) 

after taking into account profitability (Z) as a mediator. Thus, it can be concluded 

that this model is included in the category of partial Mediation, where the size of 

the company (X1) has a direct or indirect influence on the value of the company 

(Y), through the profitability variable (Z) as a mediator. 

 

Causal Step Strategy  

 

 

1)  

 

 

 

                         Sumber :  

 

 

 

 

Data Processing Results, Eviews (2023) 

Figure 4.2 Causal Step Strategy 

(Effect of Profitability between Capital Structure on Company Value) 

 

PBV = βDER +  βROE+  e 

From the three regression equations, it was found that capital structure (X2) 

significantly affected profitability (Z), but did not have a significant direct effect on 

the value of the company (Y) when not considering intervening variables. However, 

when considering both the dependent variable (Y) and the intervening variable (Z), 

the capital structure (X2) significantly affects the value of the company (Y), with 

some of its effects mediated by profitability (Z), in accordance with the finding that 

the direct effect (c') is smaller than the regression coefficient (c). Therefore, this 

model can be categorized as a Full Mediation model, where the capital structure 

(X2) has a direct or indirect influence on the company's value (Y), through the 

profitability variable (Z) as a mediator. 
 
 
 

Discussion of Research Results 

Capital Structure   Company Values  

Profitability 

 

c = - 1.113508 
Sig. = 0.2677 

b = 3.738969  (Sig. = 
0.0003) 
c’ = -1.110096  (Sig. = 
0.2692 
 
 
) 

 

a = -3.440198 
Sig. = 0.0008 
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The Influence of Company Size on Profitability 

This study uses panel data with the random effect method to examine the in-

fluence of company size, proxied by the logarithm of total assets, on the profitability 

of Property and Real Estate Sector Companies listed on the IDX for the period 

2016–2022. The analysis results show that the company size variable does not have 

a significant effect on profitability, as indicated by a coefficient of -0.011 with a p-

value of 0.1704 > 0.05. This finding indicates that the size of a company does not 

significantly affect its profitability. This contrasts with previous research, such as 

that by Rahmawati and Mahfudz (2018), which suggested that larger companies 

tend to have higher profitability because they can optimize performance with their 

assets. However, these results do not align with the agency theory assumption that 

managers will behave opportunistically to achieve beneficial outcomes, especially 

in smaller companies that may be less monitored by the public. Therefore, regard-

less of size, companies need to manage their debt usage optimally according to their 

ability to diversify risks and leverage tax advantages to enhance profitability. 

This study is consistent with research by Ayu and Dana (2022) and Nur, Sri, 

and Alfiatul (2022), which state that company size does not affect profitability. 

However, it is not consistent with Rahmawati and Mahfudz (2018), which found 

that company size affects profitability. 

 

The Influence of Capital Structure on Profitability 

Capital structure is proxied by the Debt to Equity Ratio (DER). The research-

ers found that capital structure has a significant effect on profitability. Based on the 

panel data output using the random effect method, the capital structure variable 

(X2) has a coefficient of -0.033509 with a p-value of 0.0054 < 0.05, indicating that 

capital structure is significant at the 5% level. This proves that capital structure 

significantly affects profitability by 95%, indicating a significant influence of cap-

ital structure on the profitability of Property and Real Estate Sector Companies 

listed on the IDX for the period 2016–2022. 

Capital structure represents the proportion of financial resources of a com-

pany, specifically the long-term debt and equity used as financing sources (Rosalia 

& Budiyanto, 2018). The DER is a leverage ratio that assesses debt relative to eq-

uity (Kasmir, 2010). A higher ratio reflects higher financial risk, as the company’s 

equity cannot cover its debts. 

A significant influence of capital structure on profitability means that the 

higher the capital structure, the higher the company's profitability. Capital structure 

is crucial because a poor capital structure will negatively affect the company's fi-

nancial position, especially with large debt burdens (Harmoko, 2021). 

According to agency theory, the separation of ownership and control can cre-

ate conflicts of interest between company owners and managers. Managers aim to 

increase investments that can enhance company profits, and the use of debt can 

reduce tax burdens and agency costs (Jensen & Meckling, 1976). Thus, companies 

using debt can save on taxes, leading to higher profits. 

This study aligns with research by Prasetyo and Hemawan (2023) and Nurlela 

and Laili (2021), which state that capital structure significantly affects profitability. 



Rosy Meidiana Puri, Yuliani, Kemas M. Husni Thamrin 

 

The Effect Of Company Size And Capital Structure On Firm Value With Profitability As 
An Intervening Variable  
  2286 

However, it contradicts Muhammad Shareza (2020), who found no influence of 

capital structure on profitability. 

 

Influence of Company Size on Firm Value 

Company size is proxied by the logarithm of total assets. The researchers re-

vealed that company size has a significant effect on firm value. Based on the data 

output for the company size variable (X1), the coefficient value is -0.192 with a p-

value of 0.008 < 0.05, which means company size is significant at the 5% level. 

This signifies that the confidence level that company size affects firm value is 95%, 

leading to the conclusion that the company size variable significantly influences the 

firm value of Property and Real Estate Sector Companies listed on the IDX for the 

period 2016–2022. 

Company size represents the scale of a company, which can be observed 

through the amount of capital used, total assets owned, and total sales generated. 

Large-scale companies indicate growth and development, which are essential for 

maximizing firm value. As the company size increases, the stock price tends to rise 

because investors perceive larger companies as more capable of providing returns 

or investment yields compared to smaller companies, ultimately enhancing the 

company's value (Imam and Khusnul, 2022). 

In line with agency theory, larger companies with higher agency costs tend to 

disclose more information to reduce these costs. Additionally, larger companies 

generally face higher public demand for information compared to smaller compa-

nies (Dina and Vaya, 2019). 

This study aligns with research conducted by Ni Luh, Wayan, and Gede Putu 

(2018) and Imam and Khusnul (2022), which found that company size significantly 

affects firm value. However, it contradicts research by Lani and Sugeng (2022) and 

Immu and Sari (2019), which stated that company size does not significantly affect 

firm value. 

 

Influence of Capital Structure on Firm Value 

Capital structure is proxied by the Debt to Equity Ratio (DER). The research-

ers found that capital structure does not have a significant effect on firm value. 

Based on the data output for the capital structure variable (X2), the coefficient value 

is -0.115 with a p-value of 0.384 > 0.05, meaning capital structure is not significant 

at the 5% level. This indicates that the confidence level that capital structure affects 

firm value is 95%, leading to the conclusion that the capital structure variable does 

not significantly influence the firm value of Property and Real Estate Sector Com-

panies listed on the IDX for the period 2016–2022. 

Capital structure is a ratio that shows the comparison between debt and equity 

and is a critical issue in spending decisions. According to Robiyanto, Nafiah, Hari-

jono, and Inggarwati (2020), capital structure can affect firm value, as having a 

significant portion of capital from investors or creditors does not necessarily reflect 

good company performance. Companies with sufficient capital to conduct produc-

tion and sell products expect profits from their activities and aim to maximize these 

profits. 
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In agency theory, the external monitoring approach involves using debt. Add-

ing debt to the capital structure can reduce the use of equity, thereby minimizing 

equity agency costs (Irawan & Kusuma, 2019). However, companies must repay 

loans and interest periodically. Excessive debt usage can lead to agency conflicts 

between shareholders and debtholders, resulting in debt agency costs. These agency 

costs do not alter the firm's value. 

Capital structure does not significantly affect firm value. This could occur 

because a high capital structure can decrease firm value, as it involves long-term 

debt funding. Continuous debt financing may render a company unable to repay its 

debt and interest, negatively impacting the firm and resulting in suboptimal firm 

value (Heni and Andi, 2022). 

This research aligns with studies by Desire and Indah (2020) and Heni and 

Andi (2022), which found that capital structure does not significantly affect firm 

value. However, it differs from research by Sing and Bagga (2021), which found 

that capital structure does affect firm value. 

 

Influence of Profitability on Firm Value 

Profitability is proxied by return on equity (ROE). The researchers found that 

profitability has a significant impact on firm value. Based on the data output for the 

profitability variable (Z), the coefficient value is 1.727 with a p-value of 0.0004 < 

0.05, indicating that profitability is significant at the 5% level. This signifies that 

the confidence level that profitability affects firm value is 95%, leading to the con-

clusion that the profitability variable significantly influences the firm value of Prop-

erty and Real Estate Sector Companies listed on the IDX for the period 2016–2022. 

According to agency theory, profitability information reported in financial 

statements can reduce agency problems by avoiding information asymmetry be-

tween company management and owners. Information on a company's high profit-

ability can positively influence investors or owners, as it indicates that management 

has effectively managed the capital provided by the owners, achieving their goals 

(Hermawaty & Sudana, 2023). Additionally, the net profit to equity ratio measures 

shareholders' returns (Brigham & Houston, 2010). ROE demonstrates the compa-

ny's ability to generate profits for shareholders. The higher the ROE, the better, as 

it indicates that the company is effectively using equity to generate profits. 

Profitability reflects how effectively a company generates profits from its op-

erations. Investors seeking to invest in a company typically desire high returns. 

Companies with high profitability indicate good prospects and are perceived by in-

vestors as capable of providing high returns on investment. This perception can 

increase investor demand for the company's shares, resulting in positive responses 

such as rising stock prices and consequently enhancing the company's value (Desire 

and Indah, 2020). 

This indicates that the company's ability to generate high returns for share-

holders, measured by ROE, affects firm value. A higher ROE corresponds to a 

higher firm value, and vice versa (Immu and Sari, 2019). 

This study aligns with research conducted by Ni Luh, Wayan, and Gede Putu 

(2019), Dina and Vaya (2019), and Nur, Sri, and Alfiatul (2022), which found that 

profitability significantly affects firm value. However, it contradicts research by 
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Imam and Khusnul (2022), which stated that profitability does not significantly af-

fect firm value. 

 

Profitability: Influence of Company Size on Firm Value 

The analysis results indicate that company size significantly influences prof-

itability with a significance value of 0.0465 < α = 0.05 and a regression coefficient 

(a) = -2.008. Firm Value (Y) on the independent variable of company size (X1). 

The analysis further reveals that company size significantly affects firm value with 

a significance value of 0.0051 < α = 0.05 and a regression coefficient (c) = -2.855. 

The dependent variable firm value (Y) on the company size (X1) independent var-

iable and the intervening variable profitability (Z). The analysis results indicate that 

company size significantly influences firm value, after controlling for profitability 

with a significance value of 0.0004 < α = 0.05 and a regression coefficient (b) = 

3.677. Furthermore, a direct effect c’ was found to be -2.766, which is smaller than 

c = -2.855. It can be concluded that this model falls into the category of partial 

mediation. 

Company size is often used to assess a company's ability to meet operational 

costs because larger companies tend to incur higher operational costs for maintain-

ing their assets. Company size also indicates an increase in the company's assets. 

Indirectly, this increases both profit and company value (Nurul, Chabachib, & 

Kholiq, 2018). 

This implies that as company size increases, so does the firm's value. This is 

consistent with Riyanto's (2001) view that larger companies tend to attract more 

investor attention, thereby increasing the company's value in investors' eyes. This 

is because larger companies are more likely to have stable conditions and generate 

higher profitability. 

This study aligns with Imam and Khusnul's (2022) research, which suggests 

that profitability mediates the relationship between company size and firm value. 

However, it contradicts Heri and Andi's (2022) research, which states that profita-

bility does not mediate the relationship between company size and firm value. 

 

Profitability: Influence of Capital Structure on Firm Value 

The analysis results show that capital structure significantly influences prof-

itability with a significance value of 0.0008 < α = 0.05 and a regression coefficient 

(a) = -3.440. The analysis further reveals that capital structure does not significantly 

affect firm value with a significance value of 0.2677 > α = 0.05 and a regression 

coefficient (c) = -1.113. However, after controlling for profitability, the analysis 

results indicate that capital structure significantly influences firm value with a sig-

nificance value of 0.0003 < α = 0.05 and a regression coefficient (b) = 3.738. Fur-

thermore, a direct effect c’ was found to be -1.110, which is smaller than c = -1.113. 

It can be concluded that this model falls into the category of full mediation. 

Capital structure refers to the proportion of debt financing in a company, 

measured by the debt-to-equity ratio (DER). Debt is a component of a company's 

capital structure and is crucial for improving productivity and company perfor-

mance. The capital structure theory explains that a company's financing policy de-

termines its capital structure (the mix of debt and equity) aimed at optimizing firm 
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value to maximize the company's stock price and enhance profitability (Vivi & 

Deasy, 2020). 

This study agrees with Singh and Bagga's (2019) research, which states that 

profitability mediates the relationship between capital structure and firm value. 

However, it disagrees with Desire and Indah's (2020) research, which suggests that 

profitability does not mediate the relationship between capital structure and firm 

value.  

 

CONCLUSION 

This study investigates the influence of company size and capital structure on 

firm value with profitability as an intervening variable. It was conducted on 

companies in the Property and Real Estate sector listed on the Indonesia Stock 

Exchange (BEI) during the period 2016-2022, with a sample of 20 companies. The 

analysis results indicate that company size does not significantly affect profitability, 

while capital structure has a positive and significant influence on profitability. 

Company size has a positive and significant effect on firm value, whereas capital 

structure does not significantly affect firm value. Profitability shows a positive and 

significant impact on firm value and acts as an intervening variable between 

company size and firm value, as well as between capital structure and firm value. 

The theoretical implications of this research highlight aspects of agency 

theory and the relationships among company size, profitability, and firm value. 

Practically, the findings underscore that profitability is more crucial than company 

size in determining firm value. Furthermore, it emphasizes the importance of 

optimizing capital structure to mitigate negative impacts on firm value. 
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