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ABSTRACT:The purpose of this study is to find empirical evidence of the influence of company size, sales
growth, and profitability on firm value, manufacturing companies in various industry sectors listed on the
Indonesia Stock Exchange in 2016-2018. The sample in this study was selected using a purposive sampling
technique so that the number of samples obtained was 23 companies with the number of observations with a
study period of 3 years was 69 observations. The research population is 46 companies. The data analysis
technique used is multiple linear regression. Based on the results of the analysis conducted, it was found that
company size, sales growth and profitability significantly had a positive effect on firm value.
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l. INTRODUCTION

The rapid development of the business world makes the company continue to strive to develop
business and improve its competitiveness. This is done so that the company's goal to maximize its profits can be
realized. By obtaining maximum profit, the company's value will increase. Company value is the price of shares
that are willing to be paid by potential buyers (shareholders or investors) if the company is sold. The value of a
company is very important for the owner of the company because it is an investor's perception of the level of
success of company performance that is associated with stock prices (Widiastari, 2018). The company's stock
price will increase and the value of the company will increase if more investors buy the company's
shares (Hidayat, 2018). The choice of investment through the capital market will take into account the value of
the company or the price of the shares, so it becomes a very important consideration for investors.The value of
the company can be seen from the price of shares on the Indonesia Stock Exchange(Ahmed et al. 2018). The
company's value is very important because the company's value can describe the state of a company in terms of
the company's stock price. One indicator that can be used to measure the value of a company is to use Price
Book Value (PBV), which is a comparison between stock prices and book value per share Themultifarious
industry sector is one part of the manufacturing sector in the IDX. All sub-sectors in various industrial sectors
are producers of basic consumer products. The products produced are consumptive and liked by many people so
that producers in this industry have high levels of sales which have an impact on the growth of this industrial
sector. This phenomenon can be seen from the ratio of company value (PBV), manufacturing companies in
various industry sectors in 2016-2018 in Table 1. as follows.

Table 1. PBV of Various Industrial Sector Manufacturing Companies in 2016-2018

No Issuer Code 2016 2017 2018
1 AMIN 2,03 2,49 2,31
2 PBRX 1,01 1,09 0,97
3 SRIL 1,07 1,55 0,98
4 STAR 0,55 0,97 0,84
5 KBLI 0,90 0,98 0,66
6 SMSM 3,62 4,10 3,91

Source: Research Data, 2019

Based on the data presented in Table 1. it can be seen that the value of companies in various industrial
sectors experiences fluctuating values. Fluctuations in the value of the company create uncertainty about the
profits to be obtained by investors. This is the main issue in conducting research. Company value is considered
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important because it can increase the attractiveness of investors to invest. The decline in the value of the
company makes investors more careful in investing in companies. Investors need accurate information in order
to obtain a picture of the overall condition of the company.

One example of a case that occurred in various industry sectors is the stock index which fell 47.40
points or 3.41 percent to 1,342.21 in the trade on February 12, 2019. As a result, throughout the year, the various
industry index was negative 3.74 percent. Analyst PhintracoSekuritas, Valdy Kurniawan argued, "The biggest
suppressor in various industry sectors is the shares of PT Astra International Thk. (ASII). The biggest pressure is
ASII. One of the triggers is likely from the competitors' plan to launch a new car model (Nissan Grand Livina)
in the near future. In addition, competitor's plan to increase the fleet of trucks for rent is also feared to reduce the
performance of PT. United Tractors Tbk. (UNTR), which is a subsidiary of ASII. " ASII shares fell 350 points
or 4.38 percent to 7,650.00. Plus, ASII is among the top 10 stocks with the biggest market cap, which is Rp 310
trillion

Signal theory gives the importance of information that is owned by the company. Information about
the company is needed by shareholders and external parties. Information about the company will be used by
interested parties to assess the company's past, present and future predictions. (Lesmana, 2017). The purpose of
signal theory is to minimize the imbalance of information held by managers and other parties (shareholders and
external parties).

The size of the company is one financial factor that is considered capable of influencing the value of
the company. The size of the company is a picture of the company's financial capability in a certain period. The
size of the company reflects the assets owned by a company (Lestari, 2018). The size of the company is used as
a benchmark in assessing company performance, where good company performance will be able to increase the
total assets owned so that the size of the company becomes larger. Large companies tend to have more stable
conditions so that investors become interested in buying shares of these companies which have an impact on
increasing the value of the company

Sales growth is also a factor that affects the value of the company. Sales growth is an investment
success of the past period and can be used as a prediction of future growth. The growth of a company can be
seen from the increase in sales volume. With the increase in sales volume, the company can increase the
company's revenue and profits, so the company can cover costs incurred for the company's operations (Dewi,
2019). If sales growth increases, the financial circulation within the company can be said to be smooth. With the
smooth financial or funding problems in the company, the company can be said as a liquid company. With a
company's liquidity it means that the company is able to meet its financial obligations in a timely manner
(Utami, 2018).

The third factor that affects the value of the company is profitability. Profitability is the company's
ability to generate profits or profits in an effort to increase company value. Investors who invest their capital in a
company aim to get a return. The higher the profit the company is able to generate, the greater the investor's
expectation of getting a high return from the company. ROA (Return on Assets) is used in this study to measure
profitability variables. Indasari (2018) states ROA is the ratio between profit before tax to total assets. The
greater the ROA of a company will show better financial performance, because the greater the rate of return.
The purpose of this study is to obtain empirical evidence about the influence of company size, sales growth,
profitability affect the value of the company

1. LITERATURE REVIEW AND HYPHOTHESIS DEVELOPMENT

Signal theory emphasizes “the importance of information provided by the company to the company's
external parties.” Signal theory states how a company gives signals to users of financial statements. Signal
theory explains that companies publish financial statements to external parties. When management conveys
information to the market, the market can respond to that information as a signal that affects the value of the
company (Budi, 2018). If the information announcement is a good signal for investors, then there will be a
change in the trading volume of shares. Companies that deliver more information about their activities will be
better able to attract investment because it will attract investor confidence (Birjandi et al., 2015).

According to signal theory, “the size of a company will provide investors with information about the
size of the company”. Hidayat (2018)states the size of the company is a scale which classifies the size of a
company in various ways such as: size of income, number of employees, total assets, market value of shares,
and total capital. The greater the size of the company, the greater the tendency of investors to own these shares,
resulting in an increase in share prices. An increase in the price of these shares causes an increase in the value of
the company. Large companies can cause the market to pay more to get its shares because it believes it will get a
favorable return from the company. Research conducted by Hidayat (2018) states company size has a positive
effect on firm value in line with researchZuhroh (2019),Setiadharma (2017), Hirdinis (2019), Rahma et
al.(2017)Lestari (2018), Rasyid et al., (2015)andWidiastari (2018). “This means that the greater the size of the
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company, investors will be more interested in buying shares, so that it will increase demand for company shares
and spur the rise in the company's stock price”.
H1: Firm size has a positive effect on firm value.

According to signal theory, management always tries to disclose private information which according
to company considerations is of great interest to investors and shareholders, especially if the information
disclosed by the company is good news (Diantari, 2019). Information on sales growth of a company that has
increased is a good news because the company can show evidence that the company really experienced
development and success.Hidayat (2018)states “sales growth reflects the success of investments in the past and
can be used as a prediction of future growth.” If the company's sales growth is positive and increasing, then it
indicates a large company value and is a hope for the company owner. Research conducted by Diantari
(2019)states “sales growth has a positive effect on company value” in line with Dewi (2019),Hestinoviana
(2015), Purwohandoko (2017), Yoo & Kim (2015), Lazar (2016)andHidayat (2018). This means that “the higher
the sales growth the company value is increasing or conversely the lower the sales growth the lower the
company's value”.

H2: Sales growth has a positive effect on company value.

Signal theory explains how companies issue signals in the form of information that can explain the
situation of the company better than other companies. The signal issued in the form of a company's profitability
ratio helps investors assess a company (Indasari, 2018). Widiastari (2018)stated “that the higher profits
generated by the company would indicate that the company's financial performance was getting better and the
company's prospects going forward became promising”. In addition, the growth of ROA (Return on Assets) will
be able to convince investors that the company is able to provide a high level of investment return. This was
captured as a positive signal by investors so that they would be motivated to increase their stock demand
transactions which would have an impact on increasing the value of the company. Research conducted
bylndasari (2018)states profitability has a positive effect on company value in line withRahma et al. (2017)Li Ju
& Shun Yu (2015)Cahyani (2019)Setiyorini & Kartika (2018)Fajaria (2018)Dang (2019)andWidiastari (2018).
Profitability that is proxied by ROA affects the value of the company so that when company profits rise, the
value of the company will also go up.

H3: Profitability has a positive effect on firm value.

1. METHODS

The population in this study is various industrial sector manufacturing companies listed on the
Indonesia Stock Exchange in 2014-2018. The sampling method used is purposive sampling. The independent
variables in this study are company size (X1), sales growth (X2), and profitability (X3). The dependent variable
in this study is firm value (Y).

Company value is the investor's perception of the company, which is often associated with stock prices.
The value of the company can provide maximum benefits if the share price rises. Company value can be
measured using Price Book Value (PBV), Price Earning Ratio (PER), and Tobin's Q. In this study company
value is calculated using Price Book Value (PBV) because PBV is a stable and simple measure that can be
compared with prices the market and PBV can provide a picture of the potential price movements of a stock so
that the picture indirectly influences the stock price. PBV is also important in describing the performance of a
company that can influence the perception of potential investors (Herawati, 2017). According to Indasari

(2018)Company value can be formulated as follows.
stock market prices

DBV = T B oo e st e e e e et e e e e ee e 1)

stock value

The size of the company is a large-scale size of a company. Company size can be assessed using total
assets, log size, market value of shares, and others(Ayunika, 2018). This study uses total assets because the
company's ability to manage a company can be seen from the number of assets and total assets are used to
reduce the significant difference between the size of the company that is too large and the size of the company
that is too small. According to Herawati (2017)company size can be formulated as follows.

SiZ€ = LN (TOTAl ASSEL) 1.viveiiiuiiieieitesiee sttt ettt ettt sttt e sa e ebe st e e e be st e e abe st e e sbesnesenteneas 2)

Sales growth is the increase in the number of sales from year to year or from time to time. “Sales
growth reflects the success of investment in the past period and can be used as a prediction of future
growth”(Herawati, 2017). According to Hidayat (2018)The company's sales growth can be formulated as

follows.
__ sales (t) —sales (t—1)
Salesgrowth = o (L) 3)
According to Wiagustini (2014:86)profitability is the ability of the company to generate profits or
measure the effectiveness of the company's management. Profitability can be measured using Profit Margin,
Return on Assets (ROA), and Return on Equity (ROE). Return on Assets (ROA) was chosen as a proxy for

profitability because through ROA, it can be seen how effectively the company generates profits based on its
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wealth, so the greater the ROA, “the more effective the company uses its assets to operate which will increase

the value of the company”.According to Indasari (2018) ROA calculated using the following formula.
Net Profit After Tax

ROA = o 1000 cvveeeeveeeeeeeeeeeeeeeeeeeeeeeeeeeeeseeeeeseeeee s eeeseeeeee e seeeeee e s seene (4)

Total Assets
The data collection method used is non-participant observation. Based on the source, this study uses

secondary data, namely the annual financial statements of various industrial sector manufacturing companies
that have been listed on the Indonesia Stock Exchange (BEI) during 2016-2018 by accessing the website
www.idx.co.id.

V. RESULTS AND DISCUSSION

The data of this study were obtained by downloading the financial statements of various industrial
sector manufacturing companies listed on the Indonesia Stock Exchange in 2014-2018. This research sample
uses a purposive sampling method, so that the selected sample is a representation of the population in
accordance with the research objectives. The sample selection stage is carried out based on criteria, presented in
Table 2.

Based on the results of the sample selection process seen in Table 2. the company obtained as a
research sample in 2016-2018 was 23 companies, so the number of observations in the study during 2016-2018
was 69 observations.

Table 2. Sample Selection Stage
No Criteria Total
1 | Various industrial sector manufacturing companies listed on the Stock 46
Exchange in 2016-2018
2 | Various industrial sector manufacturing companies that are not listed on the (12)
Stock Exchange in a row during 2016-2018

3 | Various industrial sector manufacturing companies that suffered losses in 2016- (11)
2018

The number of selected companies is sampled 23

Total sample in 3 years of research 69

Source: Research Data, 2019

Table 3. Descriptive Statistics Test Results

N Minimum Maximum Mean Standard

Deviation

PBV 69 -1.18 4.10 1.0710 1.01402
SIZE 69 12.48 29.06 23.2969 4,93539
SALES 69 -.50 3.48 1417 43969
ROA 69 .03 22.50 5.5707 5.19657

Source: Research Data, 2019

The company value (Y) has the lowest (minimum) value of -1.18 at the company Primarindo Asia
Infrastructure Tbk. coded BIMA shares in 2016 and the highest value (maximum) of 4.10 in the company
SelamatSempurnaTbk. coded SMSM shares in 2017. The average value (mean) of 1.0710. Standard deviation of
1.01402. The size of the company (X1) has the lowest (minimum) value of 12.48 at Astra International Tbk.
coded ASII shares in 2016 and the highest value (maximum) of 29.06 in the Supreme Cable Manufacturing
Corporation Tbk. coded SCCO stock in 2018. The average value (mean) of 23.2969. Standard deviation of
4.93539. Sales growth (X2) has the lowest (minimum) value of -0.50 for the BuanaArthaAnugerahTbk company
with the STAR share code in 2016 and the highest (maximum) value of 3.48 for the company Sat
NusapersadaTbk. PTSN stock code is 2018. The mean value is 0.1417. Standard deviation of 0.43969.
Profitability (X3) has the lowest value (minimum) of 0.03 in the company BuanaArthaAnugerahTbk. coded
STAR shares in 2018 and the highest value (maximum) of 22.50 in the company SelamatSempurnaTbk. coded
SMSM shares in 2016. The average value (mean) of 5.5707. Standard deviation of 5.19657.

The results of the normality test in the linear regression equation indicate that the Asymp value. Sig (2-
tailed) 0.075 is greater than the level of significant which is 0.05. This shows that the residual data in the study
were normally distributed. Based on the multicollinearity test results that the tolerance value and VIF has a
tolerance value of more than 10 percent (0.1) and a VIF value of less than 10. Based on the multicollinearity test
results found no symptoms of multicollinearity, so it can be concluded that the regression model used is free
from multicollinearity problems. Heteroscedasticity test results showed that the significance value of the
company size variable (X1) was 0.365, the sales growth variable (X2) was 0.285, and profitability (X3) was
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0.065. Based on these values it can be seen that all independent variables in this regression model have a
significance value greater than a that is 0.05, so it can be concluded that the regression model in this study did
not occur heteroscedasticity. The autocorrelation test results showed that the magnitude of the Durbin-Watson
value was 2,296. In this study using a level of significant 0.05 with the number of observations (N) that is 69,
and (k) is 3, the DW value according to the table is dl = 1.5205 and the value of du = 1.7015 and the value of 4-
du=2,2985. Because the value of du <dw<(4-du) is (1.5205 <2.296 <2.2985), this means that the regression
model used does not have autocorrelation symptoms.

Table 4. Test Results for Multiple Linear Regression Analysis

Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Beta
Error

1 (Constant) .052 .094 547 .586
SIZE .394 .094 395 | 4.173 .000
SALES .620 .190 309 | 3.267 .002
ROA 372 101 .350 | 3.693 .000

Source: Research Data, 2019

From the results of the multiple linear regression analysis in Table 4. The equation can be made as follows.
PBV = 0,052 + 0,394 SIZE + 0,620 SALES + 0,372 ROA.......coovviniiiininnnnn. (5)

A constant value of 0.052, this value means that statistically the regression results indicate that if the
value of company size (X1), sales growth (X2), and profitability (X3) are considered constant (zero), then the
value of the company () will increase by 0.052 times the company's book value. The coefficient value X1 of
0.394 indicates that if the firm size variable has increased by one percent, then the firm value variable will
increase by 39.4 percent assuming that the other independent variables are constant. The coefficient value X2 of
0.620 indicates that if the variable sales growth has increased by one percent, then the company's value variable
will increase by 62.0 percent assuming that the other independent variables are constant. The coefficient value
X3 of 0.372 indicates that if the profitability variable has increased by one percent, then the company's value
variable will increase by 37.2 percent with the assumption that the other independent variables are constant.

The value of firm size (X1), sales growth (X2), and profitability (X3) has a significance value of t test
less than 0.05, meaning that all three variables have a significant influence on firm value (). The results of the f
test (F Test) show that the calculated F value is 15,809 with a significance of 0,000 less than 0,005. This shows
that the variable company size, sales growth and profitability simultaneously affect the value of the company.
Therefore, the regression equation model in this study is feasible to use. The results of the coefficient of
determination (R2) show that the coefficient of determination seen from the adjusted R square value is 0.395 or
39.5 percent. The coefficient of determination means that 39.5 percent of variations in the variable firm value
(YY) can be significantly influenced by the variable firm size (X1), sales growth (X2), and proftability (X3, while
the remaining 60.5 percent is influenced by other variables not used in the regression model in this study.The
results of the hypothesis test (t test) showed a significant value of X1 = 0,000, X2 = 0.002, and X3 = 0,000 less
than o = 0.05, which means the independent variable had a significant effect on dependent variable

The first hypothesis shows that the firm size variable has a positive effect on firm value, so the second
hypothesis, namely company size, has a positive effect on firm value received. This shows that company size
supports signal theory, where large company size will increase company value. Large companies have large
total assets so that they tend to have more stable financial conditions and are easier to obtain sources of funding
so that it will be more attractive for investors to buy their shares so that it will drive up the value of the company
(Widiastari, 2018). The size of a large and growing company can illustrate the level of future profits. The size of
small companies tends to allocate the profits obtained to retained earnings to increase the company's assets so
that the company tends to give a low return to investors. The results of this study are in line with the results of
research conducted by Hidayat (2018), Rasyid et al., (2015), Lestari (2018), andWidiastari (2018)which states
that company size has a positive effect on firm value.

The second hypothesis shows that “the sales growth variable has a positive effect on firm value, so the
second hypothesis, namely sales growth, has a positive effect on firm value received. This shows that the
company's sales growth which has increased every year will cause the company's value to also increase, and
vice versa”(Diantari, 2019). Sales growth is used by many parties, both company owners, potential investors,
creditors, and other parties to see the company's prospects. By looking at sales data in the past, the company can
optimize its resources to develop company value. Therefore, company sales that have increased and are not
followed by additional costs or large costs, will be important information that the company's operational
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activities have been carried out well. This certainly can open up new investment opportunities in the company,
and cause the company's value to increase. The results of this study are in line with research conducted byDewi
(2019), Diantari (2019), andHidayat (2018)which states that sales growth has a positive effect on company
value.

The third hypothesis shows that the profitability variable has a positive effect on firm value, so the third
hypothesis, namely profitability, has a positive effect on firm value. In accordance with the signal theory which
explains that the market will first interpret the information it receives, that the company's profit is a good signal
for the company's prospects in the future (Indasari, 2018). High profitability reflects the company's ability to
generate high profits for shareholders. The greater the profits, the greater the company's ability to pay dividends,
and this will have an impact on increasing the value of the company. This must continue to be improved by the
company to generate positive signals for investors. The results of this study are in line with research conducted
by, Cahyani (2019), Widiastari (2018)andIndasari (2018)which states that profitability has a positive effect on
firm value.

V. CONCLUSION

Based on the results of research that has been obtained through statistical testing and the discussion that
has been described in the previous chapter, it can be concluded that, company size has a positive effect on firm
value. This proves that the greater the total assets owned by the company, the more effective and efficient
management of its assets will increase the value of the company. Sales growth has a positive effect on firm
value. This proves that the higher sales growth of a company, investors will be interested in investing in the
company which will result in an increase in the value of the company. Profitability has a positive effect on firm
value. This proves that the greater profits the company will give a positive signal to investors so that the impact
on increasing the value of the company.
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