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Abstract: This research was conducted to determine whether investment decisions, capital structure, and
dividend policy influence company value in the LQ45 index on Indonesia Stock Exchange during the 2018-2021
period. By increasing company value, managers have a great influence on the decisions taken, including
investment decisions, capital structure and dividend policy. This research uses quantitative descriptive methods.
The number of samples was 8 companies. Data collection with secondary data types, namely the company's
annual report. Data analysis uses multiple linear regression. The final results of this activity show that
investment decisions represented by earning per share have a positive on company value. Capital structure
represented by debt to equity ratio has a positive on company value. Dividend policy represented by dividend
payout ratio has a negative on company value. While the effect of investment decisions, capital structure, and
dividend policy simultaneously affects company value.
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l. INTRODUCTION
The Indonesian Stock Exchange (IDX) has a number of stock indexes that are references for potential

investors. The stock index itself is a method for measuring the volatility of a collection of shares as a whole
compared to shares according to certain criteria. Investors often use this indicator to see the volatility of a stock,
and use it as a benchmark for evaluating investment performance related stocks.

Indonesia has one of the capital markets, the IDX. IDX plays a very important role in society as an
investment vehicle, but also as an alternative to capital investment. Currently, the IDX helps companies to raise
capital through the sale of shares to the public by offering shares or other securities owned by the issuer to the
public using procedures regulated in the capital market law and its regulations (Basir, 2005:28).

According to Salim and Moeljadi, (2001 :110) Investment decisions for the company is an investment
activity that has important factors in the financial function of the business. The higher the business investment
decisions, the more likely the company is to make a profit or generate a high return on its assets. Which
companies expect profits cannot be determined with certainty because each investment has different risks and
uncertainties.

According to Minh (2017), capital structure is the ratio of debt and equity to the company’s total
capital which helps optimize the company’s value, which is the company goal. which can be achieved through
implementing financial management function policies where all financial decisions made will influence other
financial decisions and have an impact on business value. Apart from company value, it is also influenced by the
size of the company, because the larger the company the easier it is to mobilize financing from external and
internal sources.

Dividend policy helps determine the importance of a company’s value because investors pay attention
to how company management distributes dividends. If company management divides company profits or
company profits by distributing more dividends, then dividend policy will affect company value. According to
Sofyaningsih & Pancawati (2011 : 76), explain that if a company increases its dividend payments. This is
interpreted by investors as a sign that the company;s performance in paying dividends reflects its value. If
dividend payments are high, the share price will also increase, thus affecting the high value of the company.
Therefore, dividend policy is one decision that must be made most important.
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According to Triagustina (2012), the value of a company can be seen from the company’s share price
on the capital market. If the share price of a company in the capital market is stable and increases in the long
term, it can be concluded that the company continues to grow economically. High stock prices and high
company value can indicate shareholder wealth.

This research covers companies included in the LQ45 index, because these issuers are issuers that have
been delisted from the LQ45 index in recent years. The stock index is an index that represents stock prices and
describes the condition of the company at that time. The LQ45 index is an index that includes 45 companies.

1. RESEARCH METHODS
A. Investment Decisions

In the investment decision variable measured by earning per share, as according to Bagus & Laksono (2006).
Because businesses need to invest to simplify the operating process to achieve their goals. The following is
the formula for measuring capital structure using EPS:

Net Profit
Number of Shares outstanding

EPS=

B. Capital Structure
In the capital structure variable measured by the debt ratio. The higher the debt ratio, the higher the
company's ratio. According to Ali and Rodoni (2010) capital structure theory is considered important
because the total cost of capital is then used as a cut or rate when making investment decisions. The
following is the formula for measuring capital structure using DER:

DER = Total Debt
Total Equity
C. Dividend Policy
In the dividend policy vanable measured by the Dividend Payout Ratio, As stated by Sutrisno (2012), tlus
ratio allows us to know whether the profit received by the company at the end of the year will be distributed
to shareholders as dividends or will be retained to mcrease capital, The following 1s the formula for
measuring capital structure using DPR
Divident per Share
DPR = .

Earning per Share

D. Company Value
In the firm value variable researches use company values as the dependent variable and this variable will be
measured by Price Earning ratio. The value of the company against high income will give the market
confidence in the company's future prospects. This is also what business owners want, because high business
value indicates that shareholder prosperity is also high, Brigham (2006). The following is the formula for
measuring capital structure using PER:

Share Price

PER =

Earning per Share

1. CONCEPTUAL FRAMEWORK
Based on the theoretical thinking of previous studies, whether investment decisions, capital structure and

dividend policy affect firm value can be described as the following conceptual framework:
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Figure 1. Conceptual Framework
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Description :
Line —————= = partial effect on Y
Line - ==----~- »> = simultaneous effect Y

In accordance with conceptual framework above, the following is the hypothesis statement:

H1 : There 1s an effect of investment decisions on firm value in the LQ4S Index

H2 : There 15 an effect of capital structure on firm value mn the LQ4S Index

H3 : There 15 an effect of dividend policy on firm value in the LQ4S Index

H4 : There 1s an effect of investment decisions, capital structure and dividend policy on firm value in the LQ4S
mndex

V. RESULTS AND DISCUSSIONS

Figure 2. Regression Test Results, T-Test, F-Test
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Investment Decisions Affect Firm Value

The results of the first hypothesis test obtained that investment decisions (EPS) have a positive and significant
effect on firm value, this is evidenced by the t table value of 2.844 with a significance value of 0.008 <0.05.
This shows that the greater the company's investment, the higher the value, These results are supported by
Mara's research (2016). namely investment decisions affect firm value. Investment decisions are one of the
important factors i the financial function of a company, the more mvestment decisions taken by the company,
the greater the possibility of obtaining significant profits or profit margins. Because compantes that make high
investment decisions have the ability to influence mvestors in the company. as well as increase demand for
company shares.

Capital Structure Affects Firm Value

The results of the second hypothesis test obtained that the capital structure (DER) has a positive and significant
effect on firm value, evidenced by the t table value of 2.338 with a significant value of 0.027 <0.05. However,
capital structure does not always consistently affect firm value. In the sense that capital structure is not always
positive or always negative, then this is a non-monotonic relationship. Non Monotonic relationship is the
relationship between two or more variables that have negative or positive relationship simultaneously. This
result is supported by previous researchers Prastuti and Sadiartha (2016) who stated that capital structure affects
firm value.

Dividend Policy Affects Firm Value
The results of the third hypothesis test that dividend policy (DPR) has no effect on firm value, as evidenced by
the results of research showing a table value of -0.137 with a significance value of 0.892> 0.05. Therefore, we
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can conclude that when the dividend value increases, it does not always mean that the company value increases.
Dividend payments are only itemized and do not affect the welfare of shareholders. In addition, shareholders
also want to make profits in the short term by realizing capital gains rather than waiting for dividends at the end
of the period. This result is not in line with previous research conducted by Yuniastri (2020), that dividend
payments have a positive effect on firm value, meaning that the higher the company's dividend payments, the
company value will increase. Paying large dividends will increase supervision and control efforts on the part of
institutional investors, including banks, insurance, pension funds, investment companies and asset management
against manager opportunism, so that the use of company assets becomes more important.

Investment Decisions, Capital Structure, and Dividend Policy Affect Firm Value

Based on the simultaneous test (F test), it can be seen that the value is 5,465 which is higher than the F table of
2.90. EPS, DER and DPR variables have a significant value of 0.004 smaller than 0.05. This shows the
simultaneous influence of EPS, DER and DPR on PER in companies included in the LQ45 index.

V. CONCLUSION

Research to determine whether investment decisions, capital structure and dividend policy affect firm
value. Sampling using purposive sampling method as many as 8 companies listed on the LQ45 index during
2018-2021. The test results partially use the t-test and for simultaneous testing using the F-test with the
following conclusions:

[nvestment decisions using Eaming Per Share (EPS) obtained results affect the value of the company
lhis shows that investment decisions are an important factor because to achieve company goals, namely
maximizing shareholder wealth and only created through the company's mvestment activities, Capital structure
using Debt to Equity Ratio (DER) has a positive and signmificant effect on firm value. This shows that relying on
debt will meur interest costs thereby reducing the amount of tax owed, In addition, the company will maximize
debt at a certain or suboptimal debt level for company operations so that the company's value can incrense
Dividend policy using the Dividend Payout Ratio (DPR) has an insignificant positive effect on firm value, This
shows that dividend payments do not affect firm value. In fact, the increase in firm value is determined by the
profit generated from the company's assets and the company's business risk, so that the dividend policy of a
company has no influence on firm value, The test results simultaneously show that investment decisions, capita
structure and dividend policy have a significant influence on firm value

REFERENCES

[1] Ade Heryana. 2020. Research Hypothesis. Esa Unggul University. West Jakarta.

[2] Abdul Halim. 2005. Investment Analysis, 2nd Edition. PT Salemba Emban Patria. Jakarta.

[3] Agus, Harjito, & Martono, SU. (2014). Fourth print. Financial Management 2nd edition. Ekonisia.

[4] Ang, Robert, 1997. The Intelligent Guide to Indonesian Capital Market, Mediasoft Indonesia, Jakarta.

[5] Ahmad Rodoni and Herni Ali. (2010). Financial Management. Jakarta: Mitra Wacana Media.

[6] Babhri, Syaiful. 2018. Business Research Methodology. Andi Publisher: Yogyakarta.

[7] Baker, M., & J. Wurgler, (2002), Market timing and capital structure, Journal of Finance,
57.https://doi.org/10.1111/1540-6261.00414

[8] Bagus Laksono. 2006.Analysis of the Effect of Return On Asset, Sales Growth, Asset Growth, Cash
Flow and Liquidity on Dividend Payout Ratio (comparison on Multi National Company and Domestic
Corporation Listed in Jakarta Stock Exchange Period 2002-2004). Diponegoro University Thesis.

[9] Barthos, Basir. 2005. Archives Management. Jakarta: PT Bumi Aksara.

[10] Brealey, et. Al. (2007). Fundamentals of Financial Management. Jakarta: Erlangga.

[11] Brigham, Eugene F and Houston. 2006. Fundamental of Financial Management: Fundamentals of
Financial Management. 10th Edition. Jakarta: Fourth Edition.

[12] Brigham & Houston. 2014. Fundamentals of Financial Management. Jakarta: Salemba Empat.

[13] Connelly, Brian L., et al. "Signaling theory: A review and review". Journal of Management 37.1
(2011): 39-67

[14] Davis, Gardn B. 1992. Management Information Systems. Jakarta: Binaman Pressindo Library.

[15] Deni K. Yusup, Guidelines for Preparing Sharia Financial Management Thesis, (Bandung: Faculty of
Sharia and Law, Sunan Gunung Djati State Islamic University, 2015)



https://doi.org/10.1111/1540-6261.00414

What Investment Decisions, Capital Structure, and Dividend Policy influence Company Value ?

[16]
[17]
[18]
[19]
[20]
[21]
[22]
[23]

[24]
[25]

[26]

[27]

[28]
[29]

[30]
[31]
[32]
[33]
[34]

[35]
[36]

[37]
[38]
[39]

[40]

Ernawati, Dewi and Dini Widyawati. 2015. "The Effect of Profitability, Leverage, and Company Size
on Company Value". Journal of Accounting Science and Research. Vol. 04. No. 02. Surabaya.

Ghozali, Imam. 2011. "Application of Multivariate Analysis with the SPSS Program”. Semarang:
Diponegoro University Publishing Agency.

Ghozali, Imam. 2012. Application of Multivariate Analysis with IBM SPSS Program. Yogyakarta:
Diponegoro University.

Ghozali, Imam. 2016. Application of Multivariate Analysis with IBM SPSS 23 Program (8th Edition).
8th print. Semarang: Diponegoro University Publishing Agency.

Hanafi, Mahduh and Abdul Halim, 2012, Financial Statement Analysis. Yogyakarta: (UPP) STIM
YKPN.

Harjito, D.A and Martono. (2014). Financial Management. Second Edition. Yogyakarta: EKONISIA.
Faculty of Islamic Economics Indonesia.

Haruman, Tendi. (2007). "The Effect of Financial Decisions and Institutional Ownership on Firm
Value". PPM National Conference on Management Research "Management in the Era of
Globalization". Page 1-20. Bandung.

Cashmere. (2013). "Financial Statement Analysis". 1st edition. 6th print, Jakarta: Rajawali Press.
Cashmere, 2014. Financial Statement Analysis, 7th printing. Jakarta: PT RajaGrafindo Persada.
Laksono, Bagus. (2006). Analysis of the Effect of Return On Asset, Sales Growth, Asset Growth, Cash
Flow, and Liquidity on Dividend Payout Ratio.” Thesis. Semarang: Diponegoro University Master of
Management Study Program.

Lanti Triagustina, Edi Sukarmanto, Helliana. 2012. The Effect of Return On Asset (Roa) and Return On
Equity (Roe) on Company Value in Food and Beverage Sub Sector Manufacturing Companies. Journal
of Accounting Proceedings ISSN: 2460-6561

Minh Ha et al. 2017. Impact of capital Structure and Cash holdings on Firm Value: Case of Firms
Listed on the Ho Chi Minh Stock Exchange. International Journal of Economics and Financial Issue,
7(1), 24-30.

Munawir. S. 2001. Financial and Management Accounting. First Edition. BPFE Publisher: Yogyakarta.
Nursanita, Faris Farugi and S. Rahayu, T. A. 2019. Effect of Ownership Managerial Ownership,
Institutional Ownership, Capital Structure, Company Growth and Profitability on Firm Value and
Profitability on Company Value in Manufacturing Companies in Indonesia in 2015-2018.
Manufacturing Companies in Indonesia in 2015-2018. STEI Ekonomi Journal, 28 (1)

Ratnasari, M. A. |. (2017). The Effect of Investment Decisions, Funding Decisions, Dividend Policy,
Company Size and Interest Rates on the Value of Transportation Companies.Stie Perbanas Surabaya
Safitri, Norma. 2015. "The Effect of Capital Structure and Investment Decisions on Profitability and
Firm Value". Journal of Management Science and Research, VVolume 4, Norm 2. Surabaya: STIESIA.
Salim, U., and Moeljadi. 2001. Fundamentals of Financial Management. Malang: Institute of
Management, Faculty of Economics, Unibraw.

Sofyaningsih, S., and Pancawati H. 2011. Ownership Structure, Dividend Policy, Debt Policy and Firm
Value. Dynamics of Finance and Banking. VVol.3, No. 1. pp: 68-87.

Suyono in Nurudin, et al. Ed. (2020). Media, Communication and Information during the Covid-19
Pandemic. Yogyakarta. Aspikom and M BRIDGEpress.

Sugiyono, Statistics for Research. (Bandung: Alfabeta, 2013), p.224

Sholikadi, Lutfiana Mufidatus. 2016. "Factors Affecting the Capital Structure of Cosmetics and
Household Needs Companies on the IDX." Journal of Management Science and Research 5 (7): 1-17.
Sutrisno. 2012. Financial Management Theory, Concepts and Applications. Yogyakarta: EKONISIA.
Sutrisno, 2013. Financial Management Theory, Concepts and Applications. Ekonisia, Yogyakarta.
Uwuigbe, Uwalomwa et al. 2012. Dividend Policy and Firm Performances: A Study of Listed Firms in
Nigeria. Accounting and Management Information System, 11 (3): pp: 442-454

Wirakusuma, Made Gede and Cindrawati. 2010. "The Effect of Profitability, Solvency, Auditor
Reputation, Company Size, Earnings Content, and Industry Type on the Inaccuracy of Financial
Statement Publication at the Indonesia Stock Exchange for the Period 2007-2009". Udayan University




