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Abstract. This research aims to examine the effects of capital structure, financial
performance, and firm size on firm value, as well as the role of the independent board
of commissioners as a moderator in this relationship. The data used comes from annual
reports of companies in the mining sector listed on the Indonesia Stock Exchange (BEI)
for the period 2018-2022. The method used is a quantitative approach using multiple
linear regression as an analytical tool. Sampling was carried out using a purposive
sampling method involving 85 companies. The research results show that capital
structure has an effect on firm value, while financial performance has no effect on firm
value and firm size has an effect on firm value. The independent board of
commissioners moderates the relationship between capital structure and firm size on
firm value but is unable to moderate the relationship between financial performance
and firm value. The implications of this research are expected to make a positive
contribution to investors and creditors in assessing company conditions and
understanding reported profits.

Keywords: Capital Structure, Financial Performance, Firm Size, Firm Value,
Independent Board of Commissioners.

1. Introduction

Rapid economic growth in the era of globalization triggers the intensity of business competition.
Increasingly fierce and competitive business competition encourages a company to continue to
excel in sustaining its existence. This situation requires companies to implement the right
business strategy through involvement in the capital market. The capital market acts as a liaison
between companies and investors related to funding facilities that can support business
development. Companies build investor confidence through maintaining and improving firm
value. Company value is a reference for investors in assessing the actual state of the company
[1]. High company value is able to prosper shareholders, and vice versa, low company value
represents a less favourable situation for shareholders [2]. The stock price reflects the company's
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value; a high stock price indicates the company's high value, while a low stock price indicates
the company's low value. [3]. An increase in stock price can illustrate that the company has
promising future prospects, so that it is able to achieve public recognition, which has the
potential to attract investors to invest their capital.

The Composite Stock Price Index (JCI), the primary indicator of changes in stock prices, is
made up of shares of every industry listed on the Indonesia Stock Exchange (IDX). Launching
from CNBC Indonesia, the JCI movement in 2020 decreased by 5.09% but managed to recover
in 2021 with a growth of 10.08%. The stock market capitalization at the end of 2021 reached
IDR 8,255.62 trillion, an increase of 18.4%. Continued with a growth of 4.09% in 2022, which
reached its highest peak at 7,318 [4]. Launching from the business market, the movement of
IDX stock prices in the mining sector is one of the pillars of the JCI throughout 2022, with a
significant increase of 269.14 points, or 4.09%. PT Bayan Resources Tbk (BY AN) became one
of the main drivers, which recorded an increase of 677.8%, followed by PT Adaro Energy
Indonesia Tbk (ADARO), which recorded an increase of 71.1%; then there was PT Adaro
Minerals Indonesia Tbk (ADMR), which increased by 1,595%, followed by PT Bumi Resources
Tbk (BUMI), which rose 140.3%. The condition of mining sector stocks since the second half
of 2022 has fluctuated [5]. The increase in share price that occurs can affect the perception of
the company's value. The increase in share price can generate market confidence, not only
through superior company performance but also in the company's future potential.

There are several factors that are the driving aspects of the rise and fall of firm value. The first
factor is the capital structure. Capital structure is the allocation of funding sources for financing
the operational activities of a company that compares between own capital and foreign capital
[6]. Own capital funding sources obtained by the company are in the form of share capital,
retained earnings, and reserves, while foreign capital funding sources are obtained in the form
of debt [7]. Companies need to consider the use of debt in supporting business development
when facing capital constraints. However, the addition of debt with a large amount can trigger
an increase in the company's risk, which is getting higher, causing a decrease in stock prices,
which includes a decrease in company value [8]. Therefore, choosing an efficient source of
funds is important to achieve an optimal capital structure. With an optimal capital structure, it
can maintain a balance between risk and return so that it has the potential to encourage an
increase in firm value. This is in line with the trade-off theory, which states that the proportion
of debt at a certain level encourages an increase in firm value in the form of a reduction in the
amount of income subject to tax, but if it exceeds a certain proportion, it can be the cause of a
decrease in firm value because it is not comparable to the benefits obtained from the use of debt
[9]. Numerous conclusions on the impact of the capital structure on business value have been
drawn from the research that has been conducted. For example, prior studies have demonstrated
that the capital structure positively affects firm value. Supported by other studies by obtaining
the same results that the capital structure has a positive and significant influence on firm value
[6][7]1[10][11]. However, it is contrary to previous research, which states that capital structure



has a negative and significant influence on firm value [12] [13]. Meanwhile, other studies argue
that capital structure has no effect on firm value [14].

Financial performance is the second element that may have a significant role in the fluctuations
in a company's value. Financial performance is an indicator in assessing the condition of the
company by providing an overview of future profit prospects [15]. Financial performance is a
benchmark in investor decision-making. Investors tend to think about investing in companies
that have good financial performance. Companies with good financial performance have a low
level of risk so that they become an attraction for investors, which ultimately contributes to
increasing the value of the company [16]. The increase in company value is reflected in the
improvement of financial performance, which involves evaluating financial statements in its
measurement. Financial performance measurement includes important information related to
management accountability, benchmarks of company success, and consideration of investor
decisions. Financial performance measurement is needed to improve the company's
performance in the coming period [17]. The existence of financial performance measurement
can evaluate the progress of the company's development and provide added value to the
company so that it can compete effectively with other companies. This is supported by signaling
theory, which states that the information obtained from the company has a major impact on
investor considerations. To gain a favorable reaction from investors, businesses must continue
to send signals through financial reports or yearly reports that contain all accounting
information. Disclosure of these signals can show the company's financial health [18]. This
statement is reinforced by previous research, which proves that financial performance has a
positive and significant relationship with firm value [12] [18] [19]. However, it is inversely
proportional to previous research, which states that financial performance has a negative and
significant effect on firm value [15] [20]. While other studies reveal that financial performance
has no effect on firm value [14].

The third factor that can be a driving aspect of the rise and fall of company value is company
size. Company size represents the overall assets owned by the company. Company size depends
on the total assets involved in increasing company value. A large company size indicates the
growth of a company characterized by an increase in total assets that exceeds debt. Companies
with large total assets indicate that the company has long-term prospects and stable company
conditions [21]. This condition can make it attractive for investors to invest their capital in the
hope of getting greater profits. Companies with large sizes are more likely to access various
sources of funding. This is related to signaling theory, which states that large company size
provides signals through revenue or asset growth as a signal of the progress and stability of a
company. Disclosure of these signals is considered by investors as factors and conditions that
reflect the company's prospects [22]. There is a study gap on company size because prior studies
have shown a strong and positive correlation between firm value and company size [23] [24]
[11]. However, there are differences in statements from other studies that show the results that
company size has a negative and significant effect on firm value [2] [25]. It is different from
previous research, which states that company size has no effect on firm value [15].



Based on previous research on capital structure, financial performance, and company size on
firm value, there are inconsistent results, so researchers add the independent board of
commissioners as a moderating variable that can strengthen or weaken the influence of these
factors on firm value. As a board member who is not involved in the company and is not
constrained by business relationships or other attachments, the independent board of
commissioners is a component of effective corporate governance [26]. The existence of an
independent board of commissioners plays a role in strengthening supervision and control in the
company, which is shown by objective supervision, risk management, and exposure to company
potential. This role is able to attract investors' interest in investing their capital while at the same
time encouraging an increase in company value [27]. The existence of an independent board of
commissioners that acts as moderation is expected to control capital structure, financial
performance, and company size on firm value.

The independent board of commissioners can strengthen the relationship between capital
structure and firm value, according to prior research that examines the capital structure that
drives the rise and fall of firm value with the moderating variable of the independent board of
commissioners [28] [29]. However, in contrast to other studies, which state that the independent
board of commissioners is unable to strengthen the relationship between capital structure and
firm value [30]. In addition, the independent board of commissioners is also able to strengthen
the relationship between financial performance and firm value as evidenced by [26] [31].
Supported by previous research, which obtained the same results, the independent board of
commissioners was able to strengthen the relationship between financial performance and firm
value [32]. Another variable that has an impact on firm value by considering the independent
board of commissioners as moderation is firm size. Previous research proves that the
independent board of commissioners is able to strengthen the relationship between company
size and firm value [22] [33]. Contrary to other studies, which state that the independent board
of commissioners as a moderating variable is not able to strengthen the relationship between
firm size and firm value [28].

Signaling theory serves as the theoretical foundation for this study. The independent board of
commissioners can strengthen the relationship between capital structure and firm value,
according to prior research that examines the capital structure that drives the rise and fall of firm
value with the moderating variable of the independent board of commissioners [28] [29].
Signaling theory includes the existence of unequal access to information between managers and
investors in a company. Managers signal to investors to influence their decisions by providing
positive information or good news that can increase investor interest in making investments
[22]. The existence of complete, relevant, accurate, and timely information is very important for
investors as a means of analysis before making investment decisions [25]. Signaling theory is
used in financial performance variables and company size as a mechanism for delivering
information to investors. In the financial performance variable, good financial reports are used
as a positive signal to show the company's financial health [18]. Similarly, with company size,
revenue, or asset growth, signals the progress and stability of the company [22]. Although the



capital structure is often associated with trade-off theory, the capital structure also provides a
signal to investors related to the optimal use of debt and can state that the company has good
performance and is able to bear the risk of bankruptcy [12]. By using these signals, managers
seek to increase investor confidence and influence investor decisions and the market value of
the company's shares.

This study expands on research conducted by [34]. As an update of this study, researchers
include one additional independent variable, namely capital structure. Researchers added the
capital structure variable because the determination of capital structure in funding policy has a
significant impact on the survival of the company. The determination of the capital structure is
targeted at creating an appropriate and profitable combination in terms of debt and equity that
has the potential to encourage an increase in firm value [30]. Besides that, the sampling
conducted by researchers is also different, namely in mining sector companies in 2018-2022.
The selection of the mining sector as a sample is based on significant capitalization compared
to other sectors, which has great potential in relation to investor interest in investing. The
phenomena of mining stocks has somewhat increased and changed in recent years, which has
piqued the curiosity of researchers. The researchers hope that the results of this study can
contribute to investors and potential investors in analyzing stock prospects before investing by
considering capital structure, financial performance, company size, and independent board of
commissioners, which have a major influence on investment. The purpose of the researcher is
to determine the effect of capital structure, financial performance, and company size on firm
value with the moderating role of the independent board of commissioners.

2. Literature Review

The Effect of Capital Structure on Firm Value

Determination of capital structure in funding policy has an impact on the survival of a company.
Policies related to funding must be appropriate because there are widespread consequences,
especially when companies rely excessively on debt; the burden borne by the company gets
bigger. However, the use of debt can provide benefits in the form of reducing the tax burden
and can signal that the company is optimistic about its future prospects so that it can convince
investors that the company has the capacity to achieve the desired rate of return. Proper funding
can be achieved with an optimal capital structure [35]. Based on trade-off theory, the optimal
proportion of debt contributes to an increase in stock prices while encouraging an increase in
firm value [9]. This statement is in line with the results of previous studies, which state that
capital structure has a positive and significant correlation with firm value [7] [10]. This means
that if the capital structure is below the efficient limit point, then any additional debt has an
impact on increasing the company.

Hi: Capital structure affects firm value.



The Effect of Financial Performance on Firm Value

Financial statements change every period along with the company's operations. Changes in
financial statements have an impact on stock prices, which are directly related to company value.
A high share price can attract investors [15]. Investors tend to look at companies that have good
financial performance because they have a low level of risk. Improved financial performance
can be measured by calculating financial ratios that can represent the financial condition of a
company. The better the financial performance, the higher the company value [32]. Based on
signaling theory, consistency in the presentation of information through good financial reports
reflects the company's financial health, which can contribute to increasing the company's value
[18]. This statement is in line with the results of previous studies, which state that financial
performance has a positive and significant correlation with firm value [12] [19]. This means that
an increase in financial management is able to encourage an increase in profits so that it has an
impact on increasing the company's share price, which is related to an increase in company
value.

Ha: Financial performance affects firm value.
The Effect Of Firm Size On Firm Value

Company size describes the size of a company, which can be expressed through total assets.
The amount of total assets reflects the amount of capital invested, including representing the
size of a company [25]. The larger the size of the company, the more it tends to attract the
attention of more investors because large companies can indicate company growth with stable
conditions. Based on signaling theory, revenue or asset growth is considered a signal related to
the progress and stability of the company, which can provide valuable information for investors
so that it has the potential to increase company value [22]. This statement is in line with the
results of previous research, which state that company size has a positive and significant
correlation with firm value [11] [24]. This means that investors assume a high company value
when witnessing the company's positive development. Positive investor perceptions can
facilitate the achievement of maximum company value.

Hs: Firm size affects firm value.

The Effect of Capital Structure on Firm Value With The Moderating Role of The
Independent Board of Commissioners

The ability to manage company operations is seen through the implementation of good corporate
governance. Good corporate governance, proxied by the independent board of commissioners,
plays an objective supervisory role. Effective operational management of the company is shown
by a capital structure that can control the proportion of debt so that any increase in debt
contributes to an increase in firm value. On the other hand, poor management of its capital
structure has the potential to cause bankruptcy. The existence of an independent board of



commissioners can minimize the risk of deviations in the use of debt through optimizing the
capital structure so as to enable the company to increase company value while obtaining positive
investor perceptions [30]. Supported by trade-off theory, which states that the use of debt at a
certain point can increase firm value. After exceeding the limit, it will result in an imbalance
with the benefits obtained from debt so that it can cause a decrease in the value of the company
[9]. This statement is in line with previous research, which proves that the relationship between
capital structure and firm value can be strengthened by the independent board of commissioners
[28] [29].

Ha: The independent board of commissioners moderates the relationship between capital
structure and firm value.

The Effect of Financial Performance on Firm Value With The Moderating Role of The
Independent Board of Commissioners

Investors' perceptions in making decisions not only examine the company's financial statements
but also see the implementation of good corporate governance of a company. The
implementation of good corporate governance reflects the ability to manage assets and capital
effectively. The role of good corporate governance as proxied by the independent board of
commissioners can reduce the risk of fraud in financial reporting, increase the effectiveness of
supervision, and contribute to improving the quality of financial statements. The existence of
an independent board of commissioners makes investors feel safe so that it can increase their
confidence to invest their capital [32]. Supported by signaling theory, which states that
information originating from the company has a significant impact on investor considerations.
Consistency in signaling through good financial reports can reflect the company's financial
health, so it is very important to get a positive response from investors [18]. This statement is
in line with previous research, which proves that the relationship between financial performance
and firm value can be strengthened by the independent board of commissioners [26]. [31].

Hs: The independent board of commissioners moderates the relationship between financial
performance and firm value.

The Effect of Firm Size on Firm Value With The Moderating Role of The Independent
Board of Commissioners

Companies with large sizes require the implementation of good corporate governance to manage
company operations. The existence of an independent board of commissioners is expected to
provide added value to the company related to effective supervision and control of the
organization, which has the potential to increase company value [33]. Supported by signaling
theory, which states that large company size provides signals that are considered by investors
as factors and conditions that reflect the company's prospects. Revenue or asset growth can be
a signal of the progress and stability of a company [22]. This statement is in line with previous



research, which proves that the relationship between company size and firm value can be
strengthened by the independent board of commissioners [22]. [33]

Hs: The independent board of commissioners moderates the relationship between firm
size and firm value.

Capital Structure

(X1)

Financial
Performance yy

(X2)

Firm Value
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Firm Size /
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Independent Board
of Commissioners
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Figure 1. Research Framework
3. Research Method

Type and Object of Research

This study uses a type of quantitative research. The object in this study uses mining sector
companies listed on the Indonesia Stock Exchange (IDX) in 2018-2022 by taking data samples
from the official website of the Indonesia Stock Exchange, namely www.idx.co.id.

The type of data in this study is secondary data. The data source used is in the form of annual
financial reports or annual reports. The data collection technique is carried out with company
documentation in the form of mining company financial reports for 2018-2022, which can be


http://www.idx.co.id/

accessed through the official website of the Indonesia Stock Exchange (IDX), namely
www.idx.co.id.

Population and Sample

The population of this study uses mining sector companies that have been listed on the Indonesia
Stock Exchange (BEI) in 2018-2022, with a total population of 83 companies. The sample in
this study used the purposive sampling technique, which is a sampling technique using certain
criteria. The samples obtained according to the criteria in this study amounted to 17 companies
as listed in the following table.

Table 1. Sampling Criteria

Total
No. Sample Criteria ota
Company
The total population of mining sector companies listed on the IDX 83
Mining sector companies that continuously publish financial reports in 2018-
1. 27
2022
Mining sector companies that have recorded consecutive profits in 2018 -
2. 39)
2022
Number of companies selected as research samples 17
Number of companies selected 17 X 5 years 85

Variable Identification and Indicators

In this study, the main focus is on the dependent variable, namely firm value. In addition, there
are three independent variables that become the focal point of the analysis, namely capital
structure, financial performance, and company size. The researcher also involves the
independent board of commissioners as a moderating variable to complement the three
variables.

Table 2. Variable Indicator

Variables Indicator Data Scale
Firm Value PRV = Market Price Per Share Ratio
(Y) " Book Value Per Share

Source: [9] and [10]

Capital Structure DER = Total Debt
(X1) " Total Equity

Source: [2] and [13]

Ratio
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Variables Indicator Data Scale

Fi ial
rnancia Net Profit .
Performance ROA=—7-—" Ratio
(X5) Total Assets
: Source: [18] and [21]
Fi .
()I(IT;] Size Size = Ln (Total Assets) Ratio
} Source: [3] and [25]
Independent Board of  DKI
Commissioners _ Number of Independent Commissioners Ratio

2) B Total Company Commissioners
Source: [28] and [30]

Analysis Technique

The analysis technique applied in this study involves multiple linear regression analysis using
the moderated regression analysis (MRA) test, which utilizes SPSS 23 software as an analysis
tool. The use of the moderated regression analysis (MRA) test is a type of multiple linear
regression that involves an element of interaction in its regression to analyze the potential of
moderating variables in strengthening or weakening the relationship between the independent
and dependent variables. Before conducting the analysis, it is necessary to conduct a descriptive
statistical test to describe the data. Then there is a classic assumption test, which includes a
normality test to evaluate the normal distribution of data, a multicollinearity test to check the
correlation between independent variables, a heteroscedasticity test to determine whether there
is heteroscedasticity, and an autocorrelation test using Durbin-Watson to determine whether the
regression model does not occur autocorrelation. Hypothesis testing between variables is done
with the T test (partial) with a significant level of 0.05 and the coefficient of determination (R2)
test to measure the contribution of the model [32]. In this study, moderated regression analysis
(MRA) is used to determine the role of the independent board of commissioners as a moderating
variable in strengthening or weakening the influence of independent variables, which include
capital structure, financial performance, and company size, on the dependent variable, namely,
firm value.

4. Results and Discussion



Descriptive Statistics Test
Descriptive statistical tests are used to describe data by looking at the minimum, maximum,

average, and standard deviation values of each variable. The results of the descriptive analysis
in this study are presented as follows.

Table 3. Descriptive Statistical Test Results Descriptive Statistics

N Minimum Maximum Mean Std. Deviation

Firm Value (Y) 85 -7261098563 9420156101 1436952539 2374503388
Capital Structure (X1) 85 -7710645754 9030280241 742160256.9 2636937193
Financial Performance (X2) 85 -1122196143 340600427.0 -43310076.0 194713295.6
Firm Size (X3) 85 2785525.00 3144563429 2608200358 636059671.1
Independent Board of 85 4.00 333333333.0 164705885.4 167644188.8
Commissioners (Z)

Valid N (listwise) 85

Source: Secondary Data Processing Results with SPSS 23

The results of descriptive statistical analysis in table 3 obtained the number of research samples
(N) = 85. Based on the test results above, it can be seen that the firm value variable (Y) obtained
the highest value of 9420156101, while the lowest value was -7261098563, and the average
value was 1436952539 with a standard deviation of 2374503388. The capital structure variable
(X1) obtained the highest value of 9030280241, while the lowest value was -7710645754, and
the average value was 742160256.9 with a standard deviation of 2636937193. The financial
performance variable (X2) obtained the highest value of 340600427.0, while the lowest value
was -1122196143, and the average value was -43310076.0 with a standard deviation of
194713295. 6. The firm size variable (X3) obtained the highest value of 3144563429, while the
lowest value was 2785525.00, and the average value was 2608200358 with a standard deviation
of 636059671. 1. The independent board of commissioners variable (Z) obtained the highest
value 0f333333333.0, while the lowest value was 4.00, and the average value was 164705885.4
with a standard deviation of 167644188.8.



Normality Test

Table 4. One-Sample Kolmogorov-Smirnov Test

Unstandardized
Residual
N 85
Normal Parameters #° Mean 0.0000000
Std. Deviation 20499.93939
Most Extreme Diffrences Absolute 0.077
Positive 0.077
Negative -0.036
Test Statistic 0.077
Asymp. Sig. (2-tailed) 0.200°4

Source: Secondary Data Processing Results with SPSS 23

The normality test is a test of the normal distribution of data that determines the residual value
of each regression model. The normality test in this study is obtained from the test results in
table 4, which shows that the Asymp. Sig. (2-tailed) of 0.200 exceeds the significant level a =
0.05. From the results of the normality test with the Kolmogorov-Smirnov test, it can be
concluded that the normality test is fulfilled. The normality test results show that the data has a

normal distribution because the significant value is greater than 0.05.

Heteroscedasticity Test

Scatterplot

Dependent Variable: Nilai Perusahaan (Y)

Regression Studentized Residual
7
0
D

Regression Standardized Predicted Value

Figure 2. Heteroscedasticity Test Results



The heteroscedasticity test is a test to identify discrepancies in a regression model, which
includes inequality of variance from the residuals of one observation to another. A good
regression model is one in which heteroscedasticity does not occur. Heteroscedasticity can be
detected by looking at the pattern on the scatterplot graph [10]. Based on Figure 2 regarding the
results of the scatterplot graph, which shows that the data observations are widely spread from
point 0 on the Y axis by not forming a certain pattern and not being close to each other. These
results indicate that there is no indication of heteroscedasticity in the regression model.

Multicollinearity Test

Table 5. Multicollinearity Test Results Coefficients

Collinearity Statistics

Model Tolerance VIF
1 (Constant)
Capital Structure (X1) 0.919 1.089
Financial Performance (X2) 0.901 1.110
Firm Size (X3) 0.996 1.004
Independent Board of 0.976 1024

Commissioners (Z)
Source: Secondary Data Processing Results with SPSS 23

The multicollinearity test is a test to determine the correlation between independent variables in
the regression model. The results of multicollinearity testing can be seen in table 5, which
obtained the VIF value of the capital structure variable (X1) of 1.089 and a folerance value of
0.919, the VIF value of the financial performance variable (X2) of 1.110 and a tolerance value
0f 0.901, the VIF value of the firm size variable (X3) of 1.004 and a tolerance value of 0.996,
and the VIF value of the independent board of commissioners variable (Z) of 1.024 and a
tolerance value of 0.976. The multicollinearity test results show that there is no multicollinearity
disorder between the independent variables because the VIF value of all independent variables
is < 10 and the tolerance value of all independent variables is > 0.10.



Autocorrelation Test

Table 6. Autocorrelation Test Results

Model Summary

Adjusted r Std. Error of

Durbin - Watson
Square the Estimate urbt

Model r r Square

1 0.461° 0.213 0.173 2007320776 2.059

a. Predictors: (Constant), Independent Board of Commissioners (Z), Capital Structure (X1), Financial
Performance (X2), Firm Size (X3)

b. Dependent Variable: Firm Value (Y)
Source: Secondary Data Processing Results with SPSS 23

The autocorrelation test is a test to assess whether there is a correlation between errors in one
period and errors in the previous period. A good regression model is one that does not experience
autocorrelation. Table 6 shows the results of the autocorrelation test, which obtained a DW
(Durbin-Watson) of 2.059. From this value, it is then compared with the DW 0.05 (5%)
significant table with the number of research samples (N) = 85 and the number of independent
variables 3 (k = 3) and the conditions that must be met, namely du < dw <4 - du. The results
obtained include 1.7210 < 2.059 < 2.279, which indicates that the du value of 1.7210 is smaller
than the dw value of 2.059, and the dw value is smaller than the 4 - du value of 2.279. Thus
there is no autocorrelation in this study.

Test Coefficient of Determination (R?)
Table 7. Coefficient of Determination

Model Summary

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 0.461° 0.213 0.173 2007320776

a. Predictors: (Constant), Independent Board of Commissioners (Z), Capital Structure (X1),
Financial Performance (X2), Firm Size (X3)
b. Dependent Variable: Firm Value (Y)
Source: Secondary Data Processing Results with SPSS 23

By looking at the data contained in table 7, it shows that the R-Square (R2) value recorded is
0.213, which indicates that the influence of independent variables, including capital structure
(X1), financial performance (X2), and firm size (X3), on the dependent variable, firm value (Y),
is 21.3%. Meanwhile, the remaining 78.7% can be influenced by other factors outside the
regression model, such as human capital, working capital turnover, and investment decisions.
[18][7] [35].



Hypothesis Test

Hypothesis testing is carried out with the aim of knowing the acceptance or rejection in a sample
that can be considered representative of the population as a whole. Hypothesis testing indicates
the extent to which the independent variable affects the dependent variable and the moderating
role in the relationship between the two. In this study, using a significant level of 0.05. If a
significant value is obtained < 0.05, the proposed hypothesis is accepted; otherwise, when a
significant value is obtained > 0.05, the proposed hypothesis is rejected [28].

Table 8. T-Test Results

Coefficients
. . Standardized
Model Unstandardized Coefficients Coefficients ¢ Sig.
B Std. Error Beta
1 (Constant) -188942889 1006073588 -0.188 0.852
Capital Structure 0.377 0.090 0419 4197  0.000
(X1)
Financial
Performance (X2) 0.638 1.228 0.052 0.519 0.605
Firm Size (X3) 0.728 0.357 0.195 2.036 0.045
Independent Board of 3.187 1370 0225 -2326  0.023
Commissioners (Z)
a. Dependent Variable: Firm Value (Y)

Source: Secondary Data Processing Results with SPSS 23

Based on the t-test results (partial) listed in table 8, it shows that the capital structure variable
(X1) has a t-count value greater than the t-table value (4.197 > 1.989) with a smaller significant
level (sig.) (0.000 < 0.05); it can be said that hypothesis 1 is accepted and shows that the capital
structure variable (X1) has an effect on firm value (Y). The financial performance variable (X2)
has a t-count value smaller than the t-table (0.519 < 1.989) with a greater significant level (sig.)
(0.605 > 0.05); it can be said that hypothesis 2 is rejected and shows that the financial
performance variable (X2) has no effect on firm value (Y). The firm size variable (X3) has a t-
count value greater than the t-table value (2.036 > 1.989) with a smaller significant level (sig.)
(0.045 < 0.05); it can be said that hypothesis 3 is accepted and shows that the firm size variable
(X3) has an effect on firm value (Y).

Moderated Regression Analysis (MRA)

Based on the results of the moderated regression analysis (MRA) test listed in table 9, it shows
that the relationship between the capital structure variable (X1) on firm value (Y) moderated by
the independent board of commissioners (Z) has a smaller significant value (0.024 < 0.05); it



can be concluded that the independent board of commissioners (Z) can moderate the relationship
between the capital structure variable (X1) on firm value (Y) so that hypothesis 4 is accepted.
The relationship between the financial performance variable (X2) on firm value (Y) moderated
by the independent board of commissioners (Z) has a greater significant value (0.891 > 0.05); it
can be concluded that the independent board of commissioners (Z) is unable to moderate the
relationship between the financial performance variable (X2) on firm value (Y) so that
hypothesis 5 is rejected. The relationship between the firm size variable (X3) on firm value (Y)
moderated by the independent board of commissioners (Z) has a smaller significant value (0.042
< 0.05); it can be concluded that the independent board of commissioners (Z) can moderate the
relationship between the firm size variable (X3) on firm value (Y) so that hypothesis 6 is
accepted.

Table 9. Moderated Regression Analysis (MRA) Test Results

Coefficients
Unstandardized Coefficients Standar‘d ized .
Model Coefficients t Sig.
B Std. Eror Beta
(Constant) 3234221059 945432302.7 3421 0.001
Moderation X1 8.700E-10 0.000 0.262 2.300 0.024
Moderation X2 1.057E-9 0.000 0.015 0.137 0.891
Moderation X3 -59692333.3 28834272.80 -0.225  -2.070 0.042

a. Dependent Variable: Firm Value (Y)
Source: Secondary Data Processing Results with SPSS 23

Discussion
Capital Structure Disclosure to Firm Value

The t-test results listed in table 8 show that the capital structure variable has an influence on
firm value because the t-statistic test result is 4.197 with a value below the significant level of
(0.000 < 0.05), so hypothesis 1 is accepted. The results of this study indicate that the capital
structure of a company as measured by DER can encourage an increase in firm value. The higher
the DER, the greater the proportion of total debt compared to total equity, which indicates that
the company's burden on outsiders is getting bigger. Companies use debt as an indicator of trust
for investors to affirm confidence in the company's future prospects. Determination of the
capital structure in the funding policy affects the survival of a company, where the policy must
be appropriate to avoid excessive burden so that it can give confidence to investors that the
company is able to achieve the expected rate of return. Proper funding can be achieved by
implementing an optimal capital structure [7]. The results of this study are in accordance with
the trade-off theory, which states that the optimal proportion of debt is able to increase the stock
price, which contributes to an increase in firm value [9]. The results of this study are in line with



previous research, which states that capital structure has an influence on firm value [10] [11],
and inversely proportional to the results of previous studies, which revealed that capital structure
has no effect on firm value [14].

Financial Performance Disclosure to Firm Value

The t-test results listed in table 8 show that the financial performance variable has no effect on
firm value because the t-statistic test result is 0.519 with a value above significant (0.605>0.05),
so hypothesis 2 is rejected. The results of this study indicate that the financial performance of a
company as measured by ROA cannot encourage an increase in firm value. Although a high
ROA can indicate a high company value and ROA can provide an overview of past performance,
investors also consider other factors besides ROA that can provide adequate information about
the potential growth and risks that the company may face in the future in making investment
decisions because the effectiveness of using company assets to generate net profit after tax is
not the main benchmark for investors in investing and assessing company performance. Thus,
ROA does not guarantee an increase in stock prices, so it does not affect the value of the
company [14]. The results of this study are in line with previous research, which states that
financial performance has no effect on firm value [13] [14], and inversely proportional to the
results of previous research, which revealed that financial performance has an influence on firm
value [19].

Disclosure of Firm Size to Firm Value

The t-test results listed in table 8 show that the company size variable has an influence on firm
value because the t-statistic test result is 2.036 with a value below the significant value of (0.045
<0.05), so hypothesis 2 is accepted. The results of this study indicate that the size of a company
can encourage an increase in firm value, where the larger the size of the company, the higher
the level of popularity. Larger company sizes tend to attract more investors because they are
considered indicators of stable company growth. Therefore, company size has an impact on
investor confidence so that it can affect company value. The results of this study are in
accordance with signaling theory, which states that revenue or asset growth is considered a
signal regarding the progress and stability of the company, which can provide important
information for investors and potentially increase firm value [22]. The results of this study are
in line with previous research, which states that company size has an influence on firm value
[2] [25], and inversely proportional to the results of previous research, which revealed that
company size has no effect on firm value [15].

Capital Structure on Firm Value Moderated by Independent Board of Commissioners
The moderated regression analysis (MRA) test results listed in table 9 show that the relationship

between the capital structure variable and firm value moderated by the independent board of
commissioners has a value below significant at 0.024 < 0.05. It can be concluded that the



independent board of commissioners is able to moderate and strengthen the relationship between
the capital structure variable and firm value so that hypothesis 4 is accepted. The results of this
study indicate that the number of independent commissioners contributes to more effective
capital structure management. The existence of an independent board of commissioners shows
that there is stricter supervision of the policy of using debt, which is able to control the debt
ratio and ensure that an increase in debt can contribute to an increase in firm value and trust
from investors [29]. The results of this study are in accordance with the trade-off theory, which
states that the use of debt within reasonable limits can increase the value of the company, but
the use of debt beyond reasonable limits can cause a decrease in the value of the company [9].
The results of this study are in line with previous research, which proves that the independent
board of commissioners is able to moderate the effect of capital structure variables on firm value
[29] and contrary to the results of previous research, which revealed that the independent board
of commissioners did not moderate the relationship between capital structure variables and firm
value [36].

Financial Performance on Firm Value Moderated by Independent Board of
Commissioners

The results of the moderated regression analysis (MRA) test listed in table 9 show that the
relationship between the financial performance variable and firm value moderated by the
independent board of commissioners has a value above significance (0.891 > 0.05). It can be
concluded that the independent board of commissioners is unable to moderate the relationship
between the financial performance variable and firm value, so hypothesis 5 is rejected. The
results of this study indicate that the number of independent commissioners has no correlation
with improving financial performance, which contributes to increasing firm value. Investors do
not pay much attention to the number of independent commissioners, but the main focus is on
the company's ability to generate profits. Firm value is also influenced by many external factors
that are beyond the control of the independent board of commissioners because the independent
board of commissioners only plays a role in strategic supervision, not direct operations [36].
The results of this study are in line with previous research, which proves that the independent
board of commissioners is unable to moderate the relationship between financial performance
variables and firm value [36], and contrary to the results of previous research, which revealed
that the independent board of commissioners is able to moderate the relationship between
financial performance variables and firm value [26].

Firm Size to Firm Value Moderated by Independent Board of Commissioners

The results of the moderated regression analysis (MRA) test listed in table 9 show that the
relationship between the firm size variable and firm value moderated by the independent board
of commissioners has a value below significant (0.042 < 0.05); it can be concluded that the
board of commissioners is able to moderate the relationship between the firm size variable and
firm value so that hypothesis 6 is accepted. The results of this study indicate that the number of



independent commissioners contributes to more effective supervision and control. The existence
of an independent board of commissioners shows that companies with large sizes can remain
controlled and directed so that they can attract investor interest and contribute to increasing
company value. The results of this study are in accordance with signaling theory, which states
that a large company size provides a signal to investors regarding the company's prospects, with
revenue or asset growth as an indicator of the progress and stability of a company [22]. The
results of this study are in line with previous research, which proves that the independent board
of commissioners is able to moderate the relationship between the firm size variable and firm
value [22] [33], and contrary to the results of previous research, which revealed that the
independent board of commissioners did not moderate the relationship between the firm size
variable and firm value [36].

5. Conclusion

Based on the test results above, the capital structure proxied by DER has a significant effect on
firm value, because the optimal proportion of debt is able to attract positive investor perceptions
related to the balance between risk and return, which has the potential to encourage an increase
in firm value. Financial performance proxied by ROA does not have a significant effect on firm
value, because if you only rely on ROA, it is not able to provide adequate information about the
potential growth and risk of the company in the future, considering the effectiveness of using
assets to generate net profit after tax is not the main benchmark for investors in assessing
company performance. Therefore, ROA does not guarantee an increase in stock prices, so it
does not affect the value of the company. Company size proxied by total assets has a significant
effect on firm value, because companies with large sizes tend to attract positive investor
perceptions related to asset growth, which can reflect the progress and stability of a company so
that it has the potential to increase company value.

The independent board of commissioners is able to moderate the effect of the capital structure
variable on firm value because the presence of an independent board of commissioners can
control the capital structure more effectively against the use of debt within reasonable limits and
ensure that an increase in debt contributes to an increase in firm value. The independent board
of commissioners is not proven to be able to moderate the effect of financial performance
variables on firm value, because the presence of an independent board of commissioners has no
correlation with improving financial performance.

In addition, investors pay more attention to the company's ability to generate profits than the
number of independent commissioners of a company, and the role of the independent board of
commissioners is limited to strategic supervision rather than direct operations. The independent
board of commissioners is able to moderate the effect of the firm size variable on firm value
because the presence of an independent board of commissioners contributes to more effective
supervision. Companies with large sizes can also remain controllable and directed so that they



can be attractive and have the opportunity to access various sources of funding, which indirectly
contribute to increasing company value.
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