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 The purpose of this study was to determine the effect of firm size and 

profitability (ROA) on firm value. The sampling technique used purposive 

sampling method. Purposive sampling is a sample determination method 

based on certain criteria. The form of this research is associative research. 

Data analysis techniques were performed using descriptive statistical 

analysis, classical assumption test, multiple linear regression analysis, 

multiple correlation coefficient test, coefficient of determination, model 

feasibility test and t test. After processing and testing the data, it shows that 

the variable company size (Firm Size) has no effect on firm value (Firm 

Value), and profitability (ROA) has an influence in a positive direction on firm 

value (Firm Value). 
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1. INTRODUCTION 

Companies are generally established with the aim of obtaining optimal profit, developing from time 

to time, optimizing firm value. Optimizing the value of the company (firm value) can also be interpreted by 

optimizing the prosperity of stockholders which is the purpose of the establishment of the company. The 

value of a company can be interpreted as a financial measure that potential investors are willing to spend 

on that company. Firm value is always correlated with the company's stock price, which if a company's 

stock price increases, the firm value is also getting better. 

The value of a company reflects the level of success that the company has experienced since its 

establishment until now and also provides an overview of the achievement of the company's financial 

performance at a certain point so that it can influence the perceptions of potential investors and investors 

towards the company. The good value of the company is the desire of the owner of the company and 

prosperity for stockholders, where the prosperity of shareholders is the main goal of a company. Factors 

that can affect firm value include firm size and profitability. 

Company size (Firm size) describes the size of a company. The size of the company is divided into 

three parts, namely large companies, medium companies and small companies. The size of the company 

can be seen from the total assets, total sales and also seen from the number of employees of the company. 

Company size is also a benchmark for potential investors in making decisions to invest in the company. 

Because most investors are more interested in investing in large-scale companies. In this study, company 

size is seen from total assets and naturalized logarithms. The goal is to do natural logarithms so that 

deviations in total asset data that vary, such as in billions or even trillions of rupiah, can be minimized. 

Increasing company assets the company is getting bigger too. If the company has a large size, then investor 

confidence will also increase which in turn will increase the value of the company[1]. 

Profitability describes the company's ability to generate profit levels by utilizing assets, capital and 

sales so as to influence investors' perceptions of the company regarding the company's development 

prospects in the future. Profitability is an indicator that must be considered and examined in depth by the 

company in order to maintain the continuity of its business, this is because profitability provides an 

overview of the profits that the company can generate by utilizing assets, capital and sales activities carried 

out. With a high level of profitability, the higher the interest of investors to invest, which in turn will 

increase the value of the company. In this study, profitability is measured by Return On Assets (ROA). ROA 

describes a company's ability to utilize its assets to generate profits for the company. In other words, ROA 

is used to measure how efficient a company is in utilizing its assets to generate profits for the company[2]. 

The property and real estate sub-sector is one of the most important sub-sectors in a country, 

because it can be used as an indicator to analyze the health of the economy in a country. Property and real 
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estate includes land, buildings (buildings and housing) as well as ownership rights (certificates) and others. 

Investments in property and real estate are generally long-term in nature and are believed to be one of the 

most promising investments for investors. This is due to the increase in land and building prices which tend 

to rise along with the increase in population from time to time so that basic human needs, one of which is 

the need for a place to live, also increase. Based on the description above[3] 

 

2. LITERATURE REVIEW 

2.1. Firm Value 

Firm value (Firm value) describes how the perceptions of potential investors and investors towards 

the company are correlated with the company's stock price. If investor confidence in a company increases, 

then the stock price tends to increase which in turn has a tendency to increase the value of the company. 

According [4]: Increased firm value is an achievement that has been achieved by the company and of course 

in accordance with the wishes of the owners. By increasing the value of the company, the welfare of the 

owners will also increase. Companies that have gone public have a goal of optimizing the prosperity of 

owners or shareholders through increasing firm value. 

The prosperity of shareholders can be seen from the high and low value of the company. High 

corporate value can be seen from the company's stock price. According to [5]: company value can be 

proxied through three ways, namely book value, liquidation value, or market value (shares). According to 

[6]: The market value of shares, or market price, is the price at which potential investors and investors can 

make a decision to buy or sell a share. Net profit earned by the company, financial position, and economic 

conditions of a country in general can provide an overview of the variations in market value. 

In this study, firm value is proxied using price to book value (PBV). According to [4]: price to book 

value ratio (PBV) is the ratio that shows the results of the market price per share compared to the book 

value per share. Price to book value (PBV) illustrates that the book value of a company's shares is valued 

by the market at what level. Companies that have good financial performance generally have a price to book 

value (PBV) above one, which illustrates the condition that the market value of the shares is greater than 

the book value. Price to book value can be compared between similar companies to show whether stock 

prices are cheap or expensive. The value of price to book value (PBV) can describe the price movement of 

a stock, so that from the description given, it can indirectly influence the stock price. The price to book value 

is obtained by dividing the market price by the book value per share or the market price per share 

compared to the book price per share. The factors that are expected to affect the value of the company 

include, namely firm size and profitability[7]. 

 

2.2. Firm Size 

The size of a company in general can be categorized as large or small. The size of a company can be 

determined from the total sales and total assets seen from the financial statements and the number of 

employees in the company. Company size (Firm size) is a company scale which can be seen from the total 

assets at the end of the year's book closing. The total sales obtained can also be used as a benchmark to 

measure the size of the company. A large sales level indicates that the company has large capital and assets 

so that it can support production process activities on a large scale. So that with a large level of sales, it can 

be ascertained that it will affect the value of a company. Large companies tend to need a good image in 

order to get relations or investors. The larger the company can assume that the company is known by the 

wider community so it is easy to increase the value of the company. Company size is one of the factors that 

determine the company's ability to generate profits.[8] 

A company can be classified as a company with a large size, if it has a large amount of wealth. And 

vice versa, a company can be said to have a small size, if the wealth it has is limited. In general, the 

company's physique will be used as a benchmark or basis for an assessment by the public of the size of the 

company in the big or small category. So it can be concluded that the physical appearance of the company 

from the outside looks magnificent and is a large-scale company. However, it is possible that a company 

that physically looks so grand and big from the outside, may not have a very good financial performance. 

According to [4]: the ability to bear risks that may arise from various situations can be influenced by 

the size of a company. Companies with a large size have a lower risk than companies with a small size. This 

is of course because companies with a large size have better control (greater control) and have a quick 

response in various economic situations so that they are able to face competition. In this study, company 

size is proxied by the natural logarithm of total assets. According to Mulyawan [9]: firm size indicates that 

the larger the size of a company, the greater the level of debt. 
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Large company sizes tend to increase investor confidence in investing so that firm value will 

certainly increase. Companies with a large size can also easily access the capital market, this is because they 

have the flexibility and ability to obtain funds. This convenience is seen by potential investors and investors 

as a positive and good signal for making investment decisions, which can reflect the company's value in the 

future where growth prospects are good so that the size of the company can have a positive influence on 

firm value (firm value). This is supported by research conducted by [10] 

H1: firm size has a positive effect on firm value 

 

2.3. Profitability (ROA) 

Profitability describes a company's ability to generate profits by utilizing assets, capital and sales. 

According to [11]: The profitability ratio is the ratio used to measure a company's ability to profit from its 

business activities. Profitability can be used for measuring financial performance. Good financial 

performance can be demonstrated through the level of success of company management in obtaining 

optimal profit for the company. If the management is able to manage the company well and the costs to be 

incurred can be reduced to be smaller or more efficient but with this efficiency it does not hinder 

operational activities, then the profit that can be obtained can be greater or as expected. 

Profitability provides an illustration of the level of profit that has been successfully obtained by the 

company while carrying out its operations by utilizing its financial resources. The share of profits that will 

be distributed to shareholders (Stockholders) is profit after deducting interest and taxes. The greater the 

profit generated, the better the company's ability to maximize the operation of the assets owned by the 

company. It can be said that a high profit rate reflects a good manager's performance so that the company's 

future prospects are also good. In this study, the profitability ratio is proxied by the return on assets[12]. 

According to [2]: The rate of return on assets is a ratio that shows the size of the contribution of 

assets to generate net income. According to [13]: return on assets, measures the company's use of assets in 

generating profits for the two groups that finance the business, namely creditors to whom the company 

owes and shareholders who own company shares. This ratio is used to measure the amount of net profit 

generated from every one rupiah embedded in total assets. 

If the rate of return on assets is high, the greater the profit obtained from each embedded fund. 

Conversely, the smaller the rate of return on assets, the smaller the profit that can be obtained from each 

invested fund. The high return on assets will affect the value of a company, because how much profit the 

company gets will affect investors in investing their capital. Return on assets that show a large value gives 

an indication of good growth prospects so that it can influence potential investors and investors to 

participate in increasing demand for shares. Increasing demand for shares can cause firm value to also 

increase. Supported by previous research conducted by [14] 

H2: profitability (ROA) has a positive effect on firm value 

 

3. METHODS 

The form of this research is associative research. Associative research is research that seeks the 

influence between the independent variables and the dependent variable. The data in this study are 

secondary data in the form of annual reports of property and real estate sub-sector companies obtained 

from the Indonesia Stock Exchange through the official website.www.idx.co.id.The population used in the 

study were all property and real estate sub-sector companies on the Indonesia Stock Exchange (IDX). The 

sample in this study was determined using a purposive sampling technique, namely a sampling technique 

using certain considerations, conditions or criteria. As for the criteria thatused were companies that went 

IPO before 2014. The author analyzed the data and tested the data using the help of Statistical Product And 

Service Solutions (SPSS) version 22 software.[15] 

 

4. RESULTS AND DISCUSSION 

4.1. Descriptive statistics 

Statistics descriptive provides a description of a research data, where N is the amount of data that 

becomes the research sample and the results will be seen from the average (mean), standard deviation, 

minimum (lowest value) and maximum (highest value) values of one dependent variable (the company) 

and two independent variables (company size and profitability). Table 1 is the result of descriptive 

statistical testing on the variables in this study as follows: 
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Table 1. Descriptive statistics 

 N 

(Amount of data) 

Min 

Value 

Maximum Value Mean 

Value 

Std. Value 

Deviation 

PBV 183 ,0915 7.5342 1.600304 1.3871343

Ln_TotalAsset 183 23.6047 31.4510 28.806757 1.5188539

Profitability (ROA) 183 -,7741 6.1314 ,088544 ,4554255

Valid N (listwise) 183    

 

Based on Table 1, the company value in this study is proxied by PBV, having the lowest value of 

0.0915, the highest value of 7.5342, the average value of 1.600304 and the standard deviation value of 

1.3871343. Firm size has the lowest value of 23.6047, the highest value of 31.4510, the average value of 

28.806757 and the standard deviation value of 1.5188539. Profitability in this study is measured by ROA 

which has the lowest value -0.7741, the highest value is 6.1314, the average value is 0.088544 and the 

standard deviation is 0.4554255. 

 

4.2. Classical Assumption Testing 

This test includes residual normality testing, multicollinearity testing, heteroscedasticity testing and 

autocorrelation testing. Residual normality testing has the goal of knowing whether in the regression model 

which is a confounding variable or residual whether it has a normal distribution or not. In this study, the 

residual normality test used the Kolmogorov Smirnov one sample. 

The multicollinearity test aims to find out whether in the regression model a large or perfect 

correlation or relationship is found between the independent variables. In this study, multicollinearity 

testing can be determined from the tolerance value and the variance inflation factor value. 

Heteroscedasticity testing has the objective of seeing whether there is an inequality of variance from 

the residuals for all observations in the linear regression model or not. The conditions that must be met in 

this regression model are the absence of variance differences or the absence of symptoms of 

heteroscedasticity, which means that homoscedasticity must be fulfilled. 

Autocorrelation testing has a purposein testing whether in a linear regression model there is a 

correlation or relationship between the residuals in the current period (t) with errors in the previous 

period (t-1). 

 

4.3. Multiple Linear Regression Analysis 

Multiple linear regression analysis was carried out in this study to determine how much influence 

or linear relationship was between the two independent variables (independent variables) on the 

dependent variable (dependent variable). This analysis is also carried out with the aim of estimating the 

value of the dependent variable if the value of the independent variable increases or decreases and also to 

see the direction of influence (positive or negative) between the independent variable and the dependent 

variable. The results of testing the effect of company size and profitability on firm value can be seen in Table 

2 below: 

 

Table 2. Multiple linear regression 

Coefficientsa 

Research 

Model 

Unstandardized 

Coefficients value 

Standardized 

Coefficients value 

 

t 

 

Significance 

B std. Error Betas 

 (Constant) ,309 1,141 ,271 ,787

 Ln_TotalAsset .049 ,037 ,0901.317 ,190

 Ln_ROA ,489 .055 ,5598,911 ,000

a. Dependent Variable: Ln_PBV 

The multiple linear regression model in this study based on Table 2 can be formed as follows: 

Y= 0.309 + 0.049X1 + 0.489X2 + e 

a. A constant of 0.309 means that if the natural logarithm of total assets and return on assets is zero, then 

the value of the company proxied by price to book value is 0.309. 

b. The regression coefficient of the variable natural logarithm of total assets is positive by 0.049, meaning 

that if the natural logarithm of total assets increases by one unit, then the company value proxied by 

price to book value will increase by 0.049 assuming the variable return on assets is fixed or does not 
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change. . Thus the greater the value of the natural logarithm of total assets, the value of the company 

proxied by price to book value will increase. 

c. The regression coefficient of the variable return on assets is wortha positive value of 0.489 means that 

if the return on assets increases by one percent, then the value of the company proxied by price to 

book value will increase by 0.489 assuming the natural logarithm of total assets is fixed or does not 

change. Thus, the higher the value of return on assets, the higher the value of the company proxied by 

price to book value. 

 

4.4. Analysis of Multiple Correlation Coefficients and Coefficients of Determination 

Analysis of multiple correlation coefficients is used to determine the strength of the relationship 

between the independent variables and the dependent variable. If the value of the correlation coefficient is 

positive then the relationship between the independent variables and the dependent variable is directly 

proportional. The closer to the value of one, the stronger the relationship between variables. If the value of 

the correlation coefficient is negative then the relationship between the independent variables and the 

dependent variable is inversely proportional. 

If the value gets closer to negative one, then the relationship between the independent variables and 

the dependent variable which is inversely proportional becomes stronger. If the value of the correlation 

coefficient obtained is one or negative one then the relationship between the independent variables and 

the dependent variable is directly proportional or perfectly inversely proportional. The following is 

presented in Table 3 which is an interpretation of the multiple correlation coefficients as follows: 

 

Table 3. Interpretation of Multiple Correlation Coefficients 

Coefficient Interval Value Relationship Category 

0.000 - 0.199 Very low 

0.200 - 0.399 Low 

0.400 - 0.599 Currently 

0.600 - 0.799 Strong 

0.800- 1.000 Very strong 

 

While the coefficientdetermination (Adjusted R Square) is used to determine how much the 

percentage of contribution of the independent variable to the dependent variable. The multiple linear 

regression equation is getting better if the value of the coefficient of determination is getting bigger (closer 

to one). This number will be converted into a percentage, which means the percentage of the effect of the 

independent variable on the dependent variable. Following are the output results of testing the multiple 

correlation coefficient and the coefficient of determination with the SPSS Statistics 22 software in Table 4: 

 

Table 4.Testing Correlation and Coefficient of Determination 

Summary model b 

Research 

Model 

coefficientn 

Correlation 

R Square 

(Coefficient of 

Determination 

 

AR Square 

Std. Value Error 

of the Estimate 

Durbin-Watson 

values 

1 , 675a ,455 ,444 ,56808 2,183 

 a. Predictors: (Constant), Ln_ROA, Ln_TotalAset  

a. dependent Variables: Ln_PBV 

 

Based on Table 4 it is known that the magnitude of the correlation coefficient (R) is positive at 0.675, 

this indicates that there is a strong relationship and a positive direction between the independent and 

dependent variables in this study based on the interpretation in Table 3. Meanwhile the coefficient of 

determination is seen from the value of Adjusted R Square which is equal to 0.444 means that company 

size and profitability have an influence on company value which is proxied by price to book value of 44.4 

percent and the remaining 55.6 percent is influenced by other factors outside this research model. In Table 

4 it can also be seen that the Standard Error of the Estimate value, which is a measure of prediction error 

in this study, is 0.56808, which means that the error that can occur in predicting firm value is 0. 

 

4.5. F test 

The F statistical test aims to determine the feasibility of the model, whether the model that has been 

built can provide a good explanation of the dependent variable. In this study the F test was conducted to 
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determine the feasibility of the research model that was built to test the effect of firm size and profitability 

on firm value. The model test is carried out by comparing the significance value of the model with the error 

rate set by the author (α), which is 0.05. The decision-making criterion for significance is if the significance 

value is less than 0.05, then the regression model is declared feasible to use. 

The F significance level in this study was 0.000, less than 0.05 (0.000 <0.05). That is, based on the 

test results it can be concluded that this research model is feasible to be tested and continued at a later 

stage. 

 

4.6. t test 

Testing the t statistic or partial regression coefficient test is used to test whether there is a significant 

effect of each independent variable on the dependent variable. In this study, the t test was conducted to 

determine the effect of firm size and profitability on firm value. The test criterion is that if the significance 

value is less than 0.05, the independent variable (independent variable) has an influence on the dependent 

variable (dependent variable), but if the significance level is > 0.05, it can be concluded that the 

independent variable (independent variable) has no influence on the dependent variable (dependent 

variable)[16]. 

Based on Table 2 of the hypothesis testing, it can be seen that the results of the t test for the variable 

firm size which are proxied by the natural logarithm of total assets have a significance value of 0.190 which 

is greater than the value of 0.05, so firm size does not affect firm value. ) which is proxied by price to book 

value (PBV). Thus the first hypothesis in this study was rejected. Large companies do not necessarily have 

easy access to the capital market because large companies will be more careful in making every policy, 

because any information conveyed will affect the market response if the information conveyed contains 

erroneous information which causes the size of the company to be inaccurate. will affect the interest of 

investors in investing their capital[17]. 

Based on Table 2, the results of testing the hypothesis can be seen that the results of the t test for the 

profitability variable as measured by return on assets have a significance value of 0.000, where the value is 

smaller than the value of 0.05 with a positive direction regression coefficient value of 0.489, so it can be 

concluded that profitability (ROA) influence in a positive direction on firm value. So that the second 

hypothesis in the research conducted can be accepted. If the return on assets is high, the greater the profit 

obtained from the funds embedded in these assets. Vice versa, the smaller the return on assets, the smaller 

the profit obtained from the funds embedded in these assets. The high returns will affect the value of a 

company, because how much profit the company gets will affect investors in investing their capital. A large 

return on assets gives an indication that the company's growth prospects are very good so that it can 

influence potential investors and investors to participate in increasing demand for shares. Increased 

demand for shares will certainly affect the increase in firm value. This research is supported by previous 

research conducted by [14], Nangoy and Untu (2015) profitability has a positive effect on firm value. 

Increased demand for shares will certainly affect the increase in firm value. This research is supported by 

previous research conducted by [14], Nangoy and Untu (2015) profitability has a positive effect on firm 

value. Increased demand for shares will certainly affect the increase in firm value. This research is 

supported by previous research conducted [14], Nangoy and Untu (2015) profitability has a positive effect 

on firm value. 

 

5. CONCLUSION 

Based on Table 2, the results of hypothesis testing can be seen from the results of the t test, the 

variable firm size proxied by the natural logarithm of total assets has a significance value of 0.190 which is 

greater than the value of 0.05, so it can be concluded that firm size has no effect on firm value proxied by 

price to book value (PBV). 

Table 2 shows the hypothesis testing with the results of the t test variable profitability as measured 

by return on assets has a significance value of 0.000 which is smaller than the value of 0.05 in the positive 

direction regression coefficient of 0.489, it is concluded that profitability (ROA) has a positive effect on firm 

value. 
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