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ABSTRACT 
The aim of this research is to analyze and determine the effect profitability, firm size, capital 
structure and tax avoidance on firm value. The population in this study is the infrastructure 
sector companies listed on the Indonesia Stock Exchange in 2016-2019 as many as 57 
companies. Determination of the sample carried out in this study by using purposive 
sampling technique. Data were analyzed using multiple linear regression analysis 
techniques. The results showed that profitability, firm size, capital structure and tax 
avoidance has a positive and significant effect on firm value in infrastructure sector 
companies listed on the Indonesia Stock Exchange from 2016-2019. The theoretical 
implications that can be given from the findings of this study are the higher the profitability, 
firm size, capital structure and tax avoidance of a company, the firm value will increase and 
the practical implications are helping company management in increasing firm value and 
helping investors in determining the right investment decisions, so that it can assess the 
company has good prospects in the future. 
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The firm value can be influenced by several factors such as profitability, firm size, 
capital structure (Yuanita et al, 2016), and tax avoidance (Wanami and Merkusiwati, 2019). 
according to Fahad and Busru (2021)defines profitability as, the extent to which the company 
generates profit from sales and investments of the company. The relationship between 
profitability and firm value is the higher the company's profitability, the higher the company's 
efficiency in utilizing company facilities to generate profits and will create higher firm value 
and can increase shareholder wealth. Return on Assets (ROA), is a ratio used to measure 
the company's ability to generate profits from investment activities (Sartono, 2010:123). 
Profitability is measured using Return on Assets (ROA), namely by comparing profit after tax 
with total assets (Yanti and Darmayanti, 2019). If the company's profitability is good, then 
stakeholders will see the extent to which the company can generate profits from the 
company's sales and investment. Companies with good performance will generate 
profitability that will increase the firm value (Dinah and Darsono, 2017). Increased profitability 
can be used as one measure in determining the success of a company, the higher the 
profitability, the better the company's performance. The firm value can also be influenced by 
the size of the profitability generated by the company, high profitability will provide good 
company prospects thereby increasing the demand for shares (Suwardika and Mustanda, 
2017). 

Several studies related to profitability to firm value found results such as those carried 
out by Yuanita et al, (2016), Sabrin et al, (2016), Kamaliah, (2020), Simanjuntak and Young, 
(2020) states that profitability has a positive and significant effect on firm value. Thus, 
companies with high profitability will be able to increase the firm value. The implication is that 
the company's profit provides information that the company is able to pay more dividends so 
that the stock price will increase because the company shows a positive signal to pay 
dividends. Different results are shown by research from (Primary and Wiksuana, 2018) which 
shows that profitability has a significant negative effect on firm value in consumer goods 
industrial companies listed on the IDX for the period 2012-2016. This show, the greater the 
profit obtained from a company does not guarantee an increase in the firm value. Research 
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conducted by Fahad and Busru (2021) find the results of the tendency of negative influence 
of CSR disclosure on corporate profitability and firm value in India; This negative influence is 
mainly influenced by environmental disclosure scores and social disclosure scores. The 
detrimental effect of firm profitability and firm value on CSR disclosure was also observed to 
underline the inverse relationship. 

The firm size is the size of a company that can be seen through the amount of equity, 
sales and total assets of the company. The greater the total assets of the company can 
illustrate that the company has reached the maturity stage. Companies that are already in 
the maturity stage, the company already has a positive cash flow and is expected to have 
profitable aspects in a relatively long period of time. Given that the total firm value's assets is 
very large and must be normally distributed, the firm size (SIZE) is calculated by means of 
the natural logarithm of total assets. The higher the firm size will be closely related to the 
funding decisions that will be applied by the company in order to optimize the firm value. 
Suwardika and Mustanda, (2017) argues that large companies with large share distributions 
will also have a small impact on the loss of control from the dominant party over the 
company, so large companies tend to be more daring to issue new shares to meet company 
needs than small companies. 

Several studies related to firm size on firm value found results such as those conducted 
by Dang et al, (2019) states that firm size has a positive effect on firm value, research from 
Hamyat et al, (2017) states that firm size has a significant positive effect on firm value, and 
research from Andawasatya et al, (2017)also stated that the firm size has a significant 
positive effect on firm value. A large firm size reflects the higher the firm value. On the other 
hand, research from Cheryta et al, (2017) states that firm size has a negative and significant 
effect on firm value mediated by cash holdings. This statement is also supported by research 
from Sintyana and Artini (2018)which states that firm size has no effect on firm value. 
Research conducted by Hirdinis, (2019) states that firm size has a significant negative effect 
on firm value. 

Capital structure is defined as p balance or comparison between the amount of long-
term debt with its own capital (Septiani and Suaryana, 2018). The optimal capital structure is 
the capital structure that is expected to produce the lowest weighted average cost of capital 
so that it will maximize the firm value (Aggarwal and Padhan, 2017). Capital structure can be 
measured by the Debt to Equity Ratio (DER), which is to compare the company's total debt 
with the company's total equity (Yanti and Darmayanti, 2019). In general, maximizing firm 
value is the main goal of every company, because high firm value can increase prosperity for 
shareholders, can be a strong foundation for companies to run their operations, and be able 
to bring optimal profits for the company (Nadzirah, 2016). This shows that the determination 
of capital structure is an important issue for every company. 

Research on the effect of capital structure on firm value has been studied previously. 
Research from Aggarwal and Padhan (2017) states that the capital structure has a significant 
positive effect on firm value. Research from Hirdinis, (2019)states that capital structure has a 
positive effect on firm value. On the other hand, research from Hamyat et al, (2017)stated 
that the capital structure has no effect on the value of the capital structure or the capital 
structure has a negative effect on the firm value. This statement is also supported by 
research from Sintyana and Artini (2018) which states that capital structure has no effect on 
firm value. 

Tax is a mandatory contribution that must be paid by the people to the state to be used 
for the benefit of the general public and the government. The government continues to make 
efforts to optimize state revenues from taxes. Tax is one of the most important sources of 
state income and which aims to improve the welfare and prosperity of the people, while taxes 
for companies are a burden. In the event that the company will carry out tax planning 
practices which include tax avoidance, which is an effort to minimize the tax burden that is 
carried out legally without violating existing tax regulations (Cahyono, 2016). In carrying out 
tax avoidance practices, there are risks that are borne due to errors in tax avoidance, namely 
the loss of investor confidence and the burden of high tax penalties that can reduce the firm 
value (Yuyetta and Winasis, 2016). 
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Research conducted by Kurniawan and Syarifuddin (2017), Wanami and Merkusiwati 
(2019), Wester and Hutabarat (2020), stated that tax avoidance has a positive and significant 
effect on firm value. This shows that the higher the tax avoidance by the company will 
increase the firm value because it can improve the welfare of investors, by transferring 
wealth from the government to shareholders. While the research conducted by Nafti et al, 
(2020)states that tax avoidance has a negative or indirect effect on firm value. Research 
conducted by Nafti et al, (2020)highlights the moderating effect of family management on the 
relationship between tax avoidance and firm value. Research conducted by Santa and 
Rezende, (2016), Hanif, (2019), Eka and Muid, (2017)which states that tax evasion has a 
negative effect on firm value. Research conducted by Park et al, (2016)stated that high 
managerial ability reduces the negative relationship between tax avoidance and firm value. 
These findings indicate that managerial skills affect corporate tax avoidance behavior. 
 

LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT 
 

Profitability is a measure of the company's ability to earn profits. Increased profitability 
can be used as one measure in determining the success of a company, the higher the 
profitability, the better the company's performance. Companies with high profitability will be 
able to increase the firm value. The implication is that the company's profit provides 
information that the company is able to pay more dividends so that the stock price will 
increase because the company shows a positive signal to pay dividends. according to 
Lambey, (2021)An investment is said to be an investment if it can make investors richer. In 
other words, the prosperity of investors becomes greater after investing. The higher the 
company's ability to generate profits, the greater the return expected by investors so that the 
firm value is getting better. 

Yuanita et al, (2016)in his research found that profitability has a positive effect on firm 
value, so companies with high profitability will be able to increase firm value. The implication 
is that the company's profit provides information that the company is able to pay more 
dividends. This finding is supported by Sabrin et al, (2016), Kamaliah (2020), Simanjuntak 
and Young (2020)which states that profitability has a positive effect on firm value. 

H1: Profitability has a positive and significant effect on firm value. 
Firm size is a measure of the value of equity, total sales, or the total value of assets 

owned by the company (Yuanita et al, 2016).Dang et al, (2019) states that large companies 
will tend to diversify more than small companies. Therefore, the possibility of failure or 
bankruptcy of large companies will be smaller. Firm size can be seen using several proxies, 
such as company performance, total capital, total assets, total equity, or company share 
price. A bigger firm size means everything about the company is better. So, bigger firm size 
means bigger firm value too. This view is supported by Andawasatya et al, (2017). However, 
Hirdinis (2019) shows that the higher the firm size, the more likely the company is to 
experience bigger problems. 

Research conducted by Dang et al, (2019)states that firm size has a significant positive 
effect on firm value. This research is also supported by research from Hamyat et al (2017), 
Andawasatya et al, (2017) also states that firm size has a significant positive effect on firm 
value. A large firm size reflects the higher the firm value. 

H2: Firm size has a positive and significant effect on firm value. 
Umdiana and Claudia (2020)explain the relationship between capital structure and firm 

value through the Tradeoff Theory. They explain that companies trade the tax benefits of 
debt financing for the problems that arise from potential bankruptcy. Capital structure theory 
explains the effect of capital structure on firm value. Firm value can be interpreted as the 
expected shareholder investment value (equity market price) and or the total firm value 
expectation (equity market price plus the market value of debt or the expected asset market 
price) (Hirdinist, 2019). The capital structure is a permanent expenditure which reflects the 
balance between long-term debt and own capital. The capital structure is a balance of the 
amount of short-term debt that is permanent, long-term with preferred stock and common 
stock (Aggarwal and Padhan, (2017). 
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According to research from Aggarwal and Padhan (2017) capital structure has a 
significant positive effect on firm value so that the optimal capital structure can increase firm 
value. The implication is that the optimal capital structure is a comparison of the use of funds 
from equity and debt. This research is also supported by research from Hirdinis (2019) states 
that capital structure has a positive effect on firm value. 

H3: Capital structure has a positive and significant effect on firm value. 
Tax avoidance according to Wijaya and Bernawati (2021)Tax avoidance is an effort to 

avoid tax which is carried out in a legal way because it tends to take advantage of the 
weaknesses contained in the tax laws and regulations themselves to reduce the amount of 
tax payable. Information on high net income as a result of tax avoidance activities is 
expected to be a positive signal for investors so that it has a positive impact on the firm value 
which is reflected in the increase in the value of its shares in the capital market. Tax 
avoidance can be measured by Effective Tax Rates (ETR), as in research conducted by 
Wanami and Merkusiwati (2019). 

This research is supported by research from Wanami and Merkusiwati, (2019)states 
that tax avoidance has a positive effect on firm value. This shows that the higher the tax 
avoidance by the company will increase the firm value because it can improve the welfare of 
investors, by transferring wealth from the government to shareholders. 

H4: Tax avoidance has a positive and significant effect on firm value. 
 

METHODS OF RESEARCH 
 

The scope of this research includes research locations, namely companies engaged in 
the infrastructure sector which is listed on the Indonesia Stock Exchange in 2016-2019. The 
scope of this research also examines the effect of profitability, firm size, capital structure and 
tax avoidance on firm value. 

The population in this study is the infrastructure sector companies listed on the 
Indonesia Stock Exchange in 2016-2019 as many as 57 companies. Determination of the 
sample carried out in this study by using a purposive sampling technique where the sample 
is selected from a population of companies registered in the infrastructure sector that meets 
several criteria. The criteria are as follows: 

 Infrastructure company listed on the Indonesia Stock Exchange in 2016-2019; 

 Companies that publish annual financial reports for the 2016 - 2019 period in a row 
and have complete information regarding Profitability, Firm size, Capital Structure, 
Tax Avoidance and Firm value; 

 The company did not experience any losses during the 2016-2019 observation 
period. 

This study uses a data collection method, namely the non-participant observation method in 
which the researcher obtains data by making observations without having to be directly 
involved with the activities of the people or phenomena being observed, and only as an 
independent observer. This research method obtains data through data collection carried out 
by observing, recording, and studying descriptions from books, journals, theses and 
accessing the Indonesia Stock Exchange website through www.idx.co.id. The data is 
obtained in the form of annual reports of companies listed in the infrastructure sector using 4 
years of data from companies that are sampled.The data analysis used in this study is 
multiple linear regression analysis. 
 

RESULTS AND DISCUSSION 
 

Model Feasibility Test. The stated value is used to test the feasibility of the analytical 
model (where a number of X variables affect the Y variable) provided that a good profitability 
number to be used as a regression model must be < 0.05. This value can be seen in the Sig 
column. if the significance < 0.05, then the analysis model is considered feasible. 
If the significance value is > 0.05, then the analysis model is considered not feasible. 
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Table 1 – F Test Results 
 

Model Sum of Squares df Mean Square F Sig. 

 
1 

1,176,003 4 294001 41.826 .000a 

583,421 83 7.029   

1,759,424 87    
 

Source: Secondary Data, 2021. 

 
F test results shows that the significance value of P value is 0.000 which is smaller 

than = 0.05, this means that the model used in this study is feasible. This result means that 
all independent variables, namely profitability, firm size, capital structure and tax avoidance 
are able to predict or explain the phenomenon of the value of infrastructure sector companies 
listed on the Indonesia Stock Exchange in 2016-2019. This means that the model can be 
used for further analysis or in other words the model can be used for projecting because the 
results of goodness of fit are good with a significance value of P value of 0.000. 

Coefficient of Determination (adjusted R2). The value of the coefficient of determination 
is between zero and one. A small value of R2 means that the ability of the independent 
variables in explaining the variation of the dependent variable is very limited. The results of 
the coefficient of determination test can be seen in Table 2. 
 

Table 2 – Coefficient of Determination Test (Adjusted R
2
) 

 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .818a .668 .652 265.126 
 

Source: Secondary Data, 2021. 

 
In Table 3 it can be seen that the results of the coefficient of determination test with an 

adjusted R2 value of 0.652, this means that 65.2% of the variation in earnings quality is 
influenced by variations in profitability (X1), firm size (X2), capital structure (X3), tax 
avoidance (X4) as an influencing variable. The remaining 34.8% is influenced by other 
factors outside the model. 

Multiple Regression Analysis Results. Based on the data processing process with 
SPSS, the results are presented in Table 3 below. 
 

Table 3 – Multiple Regression Test Results 
 

Model 
Unstandardized Coefficients Standardized Coefficients 

Beta 
t Sig. 

B Std. Error 

1 

-4,328 1,860 
 

-2.326 .022 

1,929 .391 .356 4.936 .000 

.350 .118 .260 2,978 .004 

1,000 .313 .222 3,200 .002 

.414 .078 .463 5.303 .000 
 

Source: Secondary Data, 2021. 

 
Based on the data in Table 3, the regression equation can be arranged as follows: 

 
Y= + 1X1+ 2X2 + 3X3 + 4X4 

 
The effect of profitability on firm value. Shows the t value of 4.936 with a t significance 

of 0.000 which is smaller than the real level (α) used, which is 0.05. These results indicate 
that profitability has a positive effect on firm value; this indicates that profitability has a 
positive effect on firm value so that H1 is accepted. 

The first hypothesis in this study shows that profitability has a positive and significant 
effect on firm value. The results of this study prove that profitability has a positive and 
significant effect on firm value. Companies with high profitability will be able to increase the 
firm value. Profitability obtained by a company will affect the amount of dividends to be paid 
to shareholders. If the company earns a large amount of profit, the ability to pay dividends 
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will also be greater. This shows that the amount of dividends can affect the firm value. The 
implication is that the profit earned by the company provides information that the company is 
able to pay more dividends so that the stock price will increase because the company shows 
a positive signal to pay dividends. Based on this, the results of this study support the 
signaling theory which states that the larger the dividends given will give a positive signal to 
investors. In addition, the higher the company's ability to generate profits, the greater the 
return expected by investors so that the firm value is getting better. 

This finding is consistent with the results of the research proposed by Sabrin et al, 
(2016), Kamaliah (2020), Simanjuntak and Young (2020)where the results of their research 
stated that profitability had a positive and significant effect on firm value. It can be concluded 
that the increase in profitability can be used as one measure in determining the success of a 
company, the higher the profitability, the better the company's performance. Companies with 
high profitability will be able to increase the firm value. 

The effect of firm size on firm value. Shows the t value of 2,978 with a significance of t 
of 0.004 which is smaller than the real level (α) used, which is 0.05. These results indicate 
that firm size has a positive effect on firm value; this indicates that firm size has a positive 
effect on firm value so that H2 is accepted. 

The second hypothesis in this study shows that firm size has a positive and significant 
effect on acceptable firm value. The results of this study prove that firm size has a positive 
and significant effect on firm value, where the more positive the value of the firm size, the 
more positive the firm value will be. This can explain that a company with a high size will be 
easier to gain the trust of investors because a company with a larger size will be considered 
too large to go bankrupt, so that with a high firm size it is relatively easier to increase the firm 
value. 

This finding is consistent with the results of research conducted by Dang et al, (2019), 
Hamyat et al (2017), Andawasatya et al, (2017)where the results of their research stated that 
firm size had a positive and significant effect on firm value. It can be concluded that large 
companies will tend to diversify more than small companies. Therefore, the possibility of 
failure or bankruptcy of large companies will be smaller. Firm size can be seen using several 
proxies, such as company performance, total capital, total assets, total equity, or company 
share price. A bigger firm size means everything about the company is better. So, bigger firm 
size means bigger firm value too. 

The Effect of capital structure on firm value. Shows the t value of 3.200 with a 
significance of t of 0.002 which is smaller than the real level (α) used, which is 0.05. These 
results indicate that capital structure has a positive effect on firm value; this indicates that 
capital structure has a positive effect on firm value so that H3 is accepted. 

The third hypothesis in this study shows that capital structure has a positive and 
significant effect on firm value. The results of this study prove that the capital structure has a 
positive and significant effect on firm value. The more positive the value of the capital 
structure, the more positive the firm value will be. 

One of the decisions that must be taken to increase the firm value is the funding 
decision, where the company will determine the best capital structure to achieve company 
goals. The amount of use of internal and external funds will affect the firm value, where 
internal funds come from retained earnings and external funds come from debt. So that it can 
be interpreted that the higher the value of debt (capital structure) can increase the firm value. 
This shows that if the company uses more and more long-term debt to finance its assets, it 
can increase the firm value. In addition, the policy of increasing debt is a positive signal for 
investors and affects the firm value. For companies, the existence of debt can help to control 
the free and excessive use of cash funds by management. This increase in control can 
increase the firm value which is reflected in the increase in stock prices. 

This finding is consistent with the results of previous research conducted by Aggarwal 
and Padhan (2017), Hirdinis (2019), where the results of their research found that there was 
a positive and significant relationship between the capital structure variable and firm value. It 
can be concluded that the greater the capital structure available in a company, the firm value 
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will increase. The optimal capital structure is a comparison of the use of funds from equity 
and debt. 

The Effect of tax avoidance on firm value. Shows a t value of 5.303 with a t significance 
of 0.000 which is smaller than the real level (α) used, which is 0.05. These results indicate 
that tax avoidance has a positive effect on firm value. This indicates that tax avoidance has a 
positive effect on firm value so that H4 is accepted. 

The fourth hypothesis in this study shows that tax avoidance has a positive and 
significant effect on firm value. The results of this study indicate that tax avoidance has a 
positive and significant effect on firm value. The more positive the value of tax avoidance, the 
more positive the firm value will be. 

This finding is consistent with the results of research proposed by Kurniawan and 
Syarifuddin (2017), Wanami and Merkusiwati (2019), Wester and Hutabarat (2020), where 
their research results state that tax avoidance has a positive and significant effect on firm 
value. It can be concluded that, the greater the available tax avoidance, the better the 
resulting firm value. Tax avoidance, if defined more broadly than to increase profits, is also 
expected to increase firm value. Information on high net income as a result of tax avoidance 
activities is expected to be a positive signal for investors so that it has a positive impact on 
the firm value as reflected in the increase in the value of its shares in the capital market. This 
shows that the higher the tax avoidance by the company will increase the firm value because 
it can improve the welfare of investors. 
 

CONCLUSION 
 

First, the results of this study state that profitability has a positive and significant effect 
on firm value. Based on these findings, the results of this study can strengthen the theory 
used in the study, namely signaling theory and capital structure theory and enrich the 
research conducted by Yuanita (2016), Sabrin (2016), Kamaliah (2017), Simanjuntak (2020), 
and Muda (2020). 

Second, the results of this study state that firm size has a positive and significant effect 
on firm value. Based on these findings, the results of this study can strengthen the theory 
used in the research, namely signaling theory and capital structure theory, as well as enrich 
the research conducted by Dang, et al (2019), Yuanita (2016), Hamyat (2017), and 
Andawasatya (2017). 

Third, the results of this study state that the capital structure has a positive and 
significant effect on firm value. Based on these findings, the results of this study can 
strengthen the theories used in the research, namely signaling theory and capital structure 
theory, as well as enrich the research conducted by Aggarwal and Padhan (2017) and 
Hirdinis (2019). 

Fourth, the results of this study state that tax avoidance has a positive and significant 
effect on firm value. Based on these findings, the results of this study can strengthen the 
theory used in the study, namely signaling theory and capital structure theory, as well as 
enriching the research conducted by Kurniawan and Syarifuddin (2017), Wanami and 
Merkusiwati (2019), Wester and Hutabarat (2020). 

This study proves that profitability, firm size, capital structure and tax avoidance must 
be improved so as to increase firm value. This research can assist company management in 
increasing the firm value and assist investors in determining the right investment decisions, 
so that they can assess the company as having good prospects in the future. 

Further research is expected to expand the research sample by not only researching 
one sector but also developing research using all sectors listed on the Indonesia Stock 
Exchange. 
 

RESEARCH LIMITATIONS 
 

This study still uses a limited sample of companies in the infrastructure sector listed on 
the Indonesia Stock Exchange, so that further research can expand the scope of research to 
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other sectors. This research still has a limited time or research period, which is four years. 
Future research is expected to increase the time span of the research to enrich empirical 
studies on this research topic. 
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