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ABSTRACT 

	[bookmark: _GoBack]This research aims to examine and analyze the effect of financial policy on firm value with profitability as a moderating variable. The study applies quantitatively. Furthermore, the population consists of LQ-45 companies listed on the Indonesia Stock Exchange (IDX) during 2020-2022. The data collection technique used saturated sampling. In line with that, there were 45 companies as the sample. Therefore, 135 total samples were analyzed. Moreover, the data analysis technique used multiple linear regression and interaction test of Moderated Regression Analysis (MRA) with SPSS 25. The research shows that both investment decisions and operational decisions have a positive effect on the firm value of LQ-45 companies listed on IDX during 2020-2022. In addition, profitability moderates the effect of investment decisions, funding decisions, and operational decisions on the firm value of LQ-45 companies listed on IDX during 2020-2022.
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1. INTRODUCTION 

The capital market is a very important tool in the business world. Without the capital market, issuers would certainly not be able to carry out their business activities. Xiao et al (2017) argue that the capital market is a place where companies issue securities to meet their long-term funding needs. One of the most important parts of fundamental psychological analysis is firm value, because the prosperity of shareholders is reflected in firm value. Firm value is a significant topic of discussion for business executives and academics (Hung et al, 2018), because increasing firm value is the main objective of a company (Wibowo, 2016). Companies must pay attention to stock prices that are formed through the interaction of market participants based on their expectations of company profits (Sendow, 2017). Meanwhile, investors must consider stock prices to determine whether a company has the potential to benefit them.

Investment decisions are decisions on assets managed by the company. The right investment decisions will generate high returns and have an impact on increasing the company's value, which is reflected in the company's financial performance. If the investment opportunities seen are right, it will send a positive signal to investors that the company's prospects will improve in the future (Niya, 2019).

Financing decisions are decisions on funding sources for companies to purchase assets. Proportional financing decisions, whether from equity or debt, supported by supporting assets, can improve company performance. If the company's equity and debt ratios are in the right position, it will support the company's ability to generate profits. Maximum profits and good performance are positive signals for investors to invest their capital in the company.

Operating decisions are comparisons of cash flows from a company's operating activities. Cash flows from operating activities are indicators that determine whether a company's operating activities can generate sufficient cash flows to repay loans, maintain the company's operating capabilities, pay dividends, and make new investments without relying on external funding sources (Lestari, 2019).

The quality of profits in a company's financial statements will greatly affect the value of the company, especially companies that issue shares on the capital market. The better the quality of profits, the more it will affect the value of the company and continue to increase. Conversely, if the quality of profits is poor, the value of the company will decrease (Lestari, 2019).

Profitability is a company's ability to generate profits. A company's ability to generate profits is an important measure for evaluating the company's ability to influence investor funding. Research by Fauzi et al. (2016) shows that according to signaling theory, if a company's profitability increases, investors will respond positively to this situation, causing an increase in stock prices, which in turn leads to an increase in firm value.

Based on the above background, this study adds a moderating variable, namely profitability, to test whether this variable can moderate the impact of investment decisions, financing decisions, and operational decisions on firm value.


2. REVIEW OF Literature and hypothesis DEVELOPMENT

2.1 REVIEW OF LITERATURE

2.1.1 Agency Theory 

According to Jensen and Meckling (1976), an agency relationship is a contractual relationship between a principal and an agent, where the principal, in this case the shareholder, delegates responsibility for decision-making to the agent in accordance with an agreed employment contract. In this case, one or more persons instruct another person to perform a service on behalf of the principal and authorize the agent to make the best decisions for the principal. The agent has an obligation to perform his duties as a company manager who has been granted decision-making rights by the company owner. As a manager, the agent is fully responsible for the work entrusted by the principal for the principal's benefit.

2.1.2 Signaling Theory 

Signaling theory discusses that companies with good quality will deliberately send signals to the market in the form of information, so that the market can distinguish between good and bad companies (Sasurya, A., and Asandimitra, N. 2018). For signals to be effective, they must be properly captured and perceived by the market, and not easily imitated by low- quality companies (Utami and Darmayanti 2018).

2.1.3 Trade Off Theory

According to Brigham and Houston (2014:183), Trade Off Theory explains that the use of debt in financing company investments will improve financial performance because the company has more capital. This is good in the eyes of investors, thereby increasing the value of the company. The relevance to the topic is that companies can balance the benefits and use of debt in order to maintain the company's continuity.

2.1.4 Firm Value

Firm value is a certain condition achieved by a company after conducting activities for several years, for example, public trust in the company (Gustian, 2017). Firm value is a measure of public trust achieved by a company in terms of financial performance under certain conditions that can be used as a market indicator to evaluate the company as a whole and to see the company's future prospects

2.1.5 Investment Decisions

According to Phan (2018), an investment decision is a decision to spend funds now in the hope that it will generate a future cash flow that is greater than the initial investment. Making an investment decision means deciding which industry to enter, as there are many investment options available, with the hope that the owner's wealth will increase.

2.1.6 Financing Decisions 

A financing decision is a decision related to the source of funds that will be used by the company to finance investments and determine what constitutes a source of funds. Company funds can be grouped according to their source, namely: Internal funds come from within the company, namely retained earnings and depreciation of fixed assets, while external sources can be obtained from creditors, namely debt (Mubyarto and Khairiyani, 2019).

2.1.7 Operational Decisions 

Operating decisions can be interpreted as operational activities within a company. Discretionary accruals serve as a proxy for the quality of earnings from operating activities. Lower discretionary accruals indicate that management is also less opportunistic. This shows that the company's financial statements (profits) have taken into account the actual state of the company. Ramadhan (2015) states that profit quality refers to a company's ability to generate income from interest by looking at the performance of the credit extended by the company, given that the company's operating income is highly dependent on the difference in interest rates on extended credit.

2.1.8 Profitability

Purwohandoko (2017) states that profitability is a company's ability to earn profits related to sales, total assets, and equity. Profitability analysis is very important for creditors and equity investors. For creditors, profits are a source of interest and principal payments on loans. Meanwhile, for equity investors, profits are one of the determinants of changes in the value of securities. For companies, the most important thing is how profits can maximize shareholder value, not how much profit the company generates (Dewi and Wirajaya, 2013: 363).
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Figure 1
Framework


2.2 HYPOTHESIS DEVELOPMENT

2.2.1 The Effect of Investment Decisions on Firm Value

Investment decisions show how stock prices compare to the profits earned by shareholders. Company policies in generating profits for shareholders provide a positive outlook for shareholders and potential investors to make investment decisions that can affect firm value. If company profits can be optimized, then profits will be maximized, and investors will decide to invest in companies with good firm value (Arizki, 2019).

Well-made investment decisions will produce the best results with the capital invested. This sends a positive signal to investors, because in this way, stock prices will increase and company revenues will be greater (Sari and Wijayanto, 2015). This view is balanced by (Utami and Darmayanti, 2018); (Nelwan and Tulung, 2018); and (Tambunan et al, 2019), which show that investment decisions have a positive and significant effect on company revenue. The results of Widodo's (2016) research show that investment decisions have a positive and significant effect on firm value. Based on the above description, the following research hypothesis can be drawn:

H1: Investment decisions have a positive effect on firm value.

2.2.2 The Effect of Financing Decisions on Firm Value

Financing decisions are company policies regarding the extent to which the company uses debt financing. Sources of financing in a company can be obtained from within the company in the form of retained earnings, or from outside the company in the form of debt or new share issuance. Determining the best financing combination is important because it increases firm value (Rafika, 2017).

An increase in debt is interpreted by the outside world as the company's ability to pay its debts in the future or the existence of low operational risk, which will receive a positive response from the market. Based on this explanation, it can be concluded that the better the company's financing management, the more positive the response to investor investment will be, thereby increasing the company's value (Ratnasari, 2017; Pamungkas, 2016; Utami and Darmayanti, 2018). This shows that financing decisions have a positive impact on firm value. Based on this interpretation, the hypothetical formulation is as follows:
 
2: Financing decisions have a positive effect on firm value.

2.2.3 The Effect of Operational Decisions on Firm Value

Productivity is one of the operational activities that supports company operations and determines the assets needed to succeed. Company productivity is what shareholders and management expect, and it describes the relationship between the company's operating level and the assets needed to support operational activities. Productivity describes the money embedded in asset turnover during a certain period of time by measuring the effectiveness with which a company uses or utilizes its resources to generate income.

Nur'aidawati (2018) argues that total asset turnover (TATO) has a positive and significant effect on stock prices. Companies with high asset and sales growth rates have greater flexibility in attracting investors to invest in the company in the future.

H3: Operational decisions have a positive effect on firm value.

2.2.4 The Effect of Profitability on Firm value

Rajagukguk et al. (2022) state that profitability is a company's ability to generate profits or earnings. A company's performance can be assessed based on its ability to generate profits, because in companies, profitability is used as an assessment of management effectiveness.

Profitability in a company can be assessed in various ways depending on the profit from assets or capital compared to one another. Profitability is an indicator of management performance as shown by the profit earned while managing the company's assets. The higher the company's profitability recorded in the financial statements, the better the company's performance, and the better the company's prospects in the future.

H4: Profitability has a positive effect on firm value.

2.2.5 The Role of Profitability in Moderating the Effect of Investment Decisions on Firm Value

Profitability is a factor that measures a company's profitability. The greater the company's profitability, the greater the company's potential for future investment and sustainable growth. There is a positive correlation between investment decisions and profitability in creating firm value.

Silaturahmi (2022), Niya (2019), and Yulli, Y. R.. (2019) found empirical evidence that profitability can moderate investment decisions on firm value, investment decisions are a combination and type of assets determined by the company. tangible and intangible assets used to produce goods and services. If the assets owned by the company are not maximized, it will affect the company's ability to produce its products or services, while having excessive assets will increase costs for the company, such as maintenance costs and others. The measure of the success of a good investment decision is the ability to choose the right assets so that it will generate the maximum return for the company and thus obtain profits. The hypothesis formulation is as follows:

H5: Profitability can moderate the effect of investment decisions on firm value.

2.2.6 The Role of Profitability in Moderating the Effect of Financing Decisions on Firm Value

The trade-off capital structure theory explains the impact of financing decisions on company profitability. The higher the level of profitability, the higher the survival rate of the company. Good profitability can also influence investors as a positive signal, because it can give investors’ confidence, thereby indirectly increasing stock prices in the capital market. Meryana (2021), Niya (2019), and Sudarmanto et al (2023) found evidence that profitability can moderate financing decisions on firm value. Inappropriate investment decisions will not affect the company's profit level, so they will not send a positive signal to investors, because if the company's profit margin improves and the company's value increases, investors will definitely invest their money. According to the description, the statement is as follows:

H6: Profitability can moderate the effect of financing decisions on firm value

2.2.7 The Role of Profitability in Moderating the Influence of Operational Decisions on Firm Value

Operating decisions are ongoing activities within a company that include company operations that measure the quality of profits. The quality of profits in financial statements is very useful for the capital market in measuring firm value as a basis for investment. Machdar (2017) argues that profitability can moderate the impact of operating policies, represented by profit quality, on firm value.

Research by Niya (2019) and Dewi and Handayani (2024) found that the impact of operational decisions on firm value is moderated by profitability. However, this research attempts to strengthen this hypothesis by showing the relationship between operational decisions and firm value, as well as profitability and firm value. In the formulation of the previous hypothesis, previous studies showed that many operational decisions had a positive and significant effect on firm value, and profitability also had a positive and significant effect on firm value. Based on this description, the following hypothesis is proposed:

H7: Profitability can moderate the effect of operational decisions on firm value.

3. RESEARCH METHODS

This study adopts a quantitative research design. The population described in this study consists of companies in the LQ-45 index listed on the Indonesia Stock Exchange (IDX) from August to January. The sampling technique used is non-probability sampling. The type of non-probability sampling used in this study is saturated sampling, often referred to as a census. Based on the use of this method, a sample of 35 companies included in the LQ 45 index was obtained, with a total of 105 companies in the research data.

3.1 OPERATIONAL DEFINITION OF VARIABLES

The dependent variable in this study is firm value, which is measured by book value (PBV). The independent variables in this study are financial policies, which include investment decisions, financing decisions, and operational decisions, which will be proxied by three financial ratio indicators: PER, DER, and TATO. The moderating variable in this study is profitability, which is proxied by ROA.

Table 1. Operational Definition of Variables

	Variable
	Proxy
	Indicator

	Firm Value
	Price Book Value (PBV)
	PBV = Stock Price / Book value per share

	Investment Decisions
	Price to Earning Ratio (PER)
	PER = Price per share/ Earnings per share

	Financing Decisions
	Debt to Equity Ratio (DER)
	DER = Total Debt / Total Equity

	Operational Decisions
	Total Asset Turnover (TATO)
	TATO = Total Revenue / Total Asset

	Profitability
	Return on Asset (ROA)
	ROA = Net Income After Tax / Total Assets



3.2 DATA ANALYSIS TECHNIQUES

3.2.1 Descriptive Statistics

Ghozali, (2016; 19) Descriptive statistical analysis is a description of data to answer questions related to the current status of the material being studied. The program used to test the formulated hypothesis is IBM Statistical Package for Social Science (SPSS) version 25 with a significance level of 5%.

3.2.2 Classical Assumption Test

3.2.2.1 Normality Test

The normality test aims to test whether the dependent and independent variables in the linear regression model follow a normal distribution (Ghozali, 2016: 154). The normality test can use the Kolmogorov-Smirnov Test, with the criterion that if the significance value is > 0.05, then the data is normally distributed.

3.2.2.2 Autocorrelation Test

The autocorrelation test aims to determine whether there is a correlation between the disturbance in period t and the error in period t-1 (previously) in the linear regression model. The decision is made based on the running test, namely if the significance value is greater than 0.05, then there is no autocorrelation problem (Ghozali, 2016:116).

3.2.2.3 Multicollinearity Test

The multicollinearity test is designed to test whether the regression model finds a correlation between independent variables. To detect the presence or absence of multicollinearity in this regression model, we look at the tolerance value > 0.10 and the variance inflation factor (VIF) value < 10, which means that there is no multicollinearity between the independent variables in the regression model (Ghozali, 2016:103).

3.2.2.4 Heteroscedasticity Test

The heteroscedasticity test is designed to test whether there is a variance imbalance between the residuals of one observation and another in a regression model. The way to detect heteroscedasticity is to look at the SPSS output through a scatter plot. The criterion is that if there is no clear pattern and the points are scattered above and below 0 (zero) on the Y-axis, then there is no heteroscedasticity (Ghozali, 2016:134).

3.2.3 Model Suitability Test

3.2.3.1 Determination Coefficient Test (R2)

The coefficient of determination (R2 ) essentially measures how well the model explains the dependent variable. The coefficient of determination value ranges from zero to one. An r2 value close to 1 indicates that the independent variable provides almost all the information needed by the dependent variable (Ghozali, 2016:95).

3.2.3.2 Goodness of Fit Test (F)

This test is designed to test whether a model is suitable (appropriate) (Ghozali, 2016:96). The goodness-of-fit test is carried out by looking at the significance of the regression results. The hypothesis is accepted if the significance value is less than 0.05, which means that the regression model is appropriate or can be tested.

3.2.4 t-Statistic Test

The t-statistic test basically shows the extent to which the influence of one independent variable alone can explain the dependent variable (Ghozali, 2016:97). t criteria for decision making are (1) reject the hypothesis if the significance value is > 0.05 (the regression coefficient is not significant) (2) accept the hypothesis if the significance value is ≤ 0.05 (the regression coefficient is significant).

3.2.4.1 Multiple Linear Regression Analysis

Multiple regression analysis is an analysis used by researchers to test whether there are two or more independent variables as predictors for a given independent variable.

NP= α + β1PER+ β2DER + β3TATO + β4ROA + ε…………………………………………… (1)

Note:
α = intercept; β = regression coefficient of independent variables; NP = firm value; PER = price earning ratio; DER = debt to equity ratio (debt decision); TATO = total asset turnover (operating decision); ε = error.

3.2.4.2 Moderated Regression Analysis (MRA)

Moderated Regression Analysis (MRA) tests the causal relationship between independent variables and dependent variables, which is strengthened or weakened by the presence of a moderator variable. The research hypothesis is as follows (Solimun, 2017):

NP = α + β1PER + β2DER + β3TATO + β4ROA + β5PER*ROA + β6DER*ROA +  β7TATO*ROA + ε…………………………………....................................................... (2)

Note:
α = intercept; β = regression coefficient of independent variables; NP = firm value; PER = price earning ratio; DER = debt to equity ratio (debt decision); TATO = total asset turnover (operating decision); ROA = return on asset (profitability); ε = error.

The moderation criteria are as follows (Ghzali, 2016):

Table 2. Classification of Moderating Variables 

	No
	Type of Moderasi
	Coeficient

	1
	Pure Moderation
	β2 non significant
β3 significant

	2
	Quasi Moderation
	β2 significant
β3 significant

	3
	Homologiser Moderation
	β2 non significant
β3 non significant

	4
	Predictor Moderation
	β2 significant
β3 non significant


 

4. results and discussion

4.1 RESULTS

4.1.1 Descriptive Statistics

Descriptive statistics are used to provide an overview of the data collected, ranging from the minimum, maximum, mean, and standard deviation of each variable in the study. The results of the SPSS 25 descriptive statistics program are displayed. The factors in this study are PBV, PER, DER, TATO, and ROA. The results of the descriptive statistical analysis are presented in Table 1 below:

Table 3. Descriptive Statistics

	Variable
	N
	Min
	Max
	Mean
	Std. Dev

	PBV
	135
	0,428
	56,792
	3,218
	6,845

	PER
	135
	-141,701
	178,579
	23,072
	33,436

	DER
	135
	0,002
	16,079
	1,689
	2,581

	TATO
	135
	0,052
	4,35
	0,673
	0,710

	ROA
	135
	-0,284
	0,454
	0,071
	0,083

	Valid N (listwise)
	135
	 
	 
	 
	 


Source: SPSS version 25 output results (processed by STIESIA Statistics Lab)

The data table above shows that the amount of data used in the study was 135. The findings of the descriptive analysis from the graph above are:
a. Based on descriptive information, the firm value is measured by PBV. The minimum value of 0.428 is owned by PP Persero (PTPP). The maximum value is 56.792 owned by PT Aces Hardware Indonesia (ACES). This shows that the firm value in the research sample is between 0.428 and 56.792 with a mean value of 3.21846. Meanwhile, the standard deviation of 6.845431 is greater than the mean, which means that the data in this study is varied. This shows that publicly traded companies are ineffective, resulting in companies having stock prices that are below market value. This is important because the stock prices of these companies are relatively less attractive to the general public. However, the standard deviation is higher and the data is more scattered.
b. Investment decisions are a routine task for financial managers, who are responsible for cash flow to ensure the company's operational success. In addition to these daily tasks, financial managers have the difficult task of making investment decisions. This assessment is very important because the size and development of companies are increasing. The greater the company's development, the more necessary it is for management to make investment decisions, such as opening branches, expanding businesses, or establishing other companies. The minimum value of this variable is - 141.701, which was recorded by PT Wijaya Karya (WIKA) in 2022. The maximum value is 178.579, which was recorded by PT Merdeka Copper Gold (MDKA) in 2021. Based on the research information, it can be concluded that the PER ranges from - 141.701 to 178.579 with an average value of 23.07222. The descriptive research results show that the PER value is beneficial for growing companies, as the ideal value for a company is 15. In addition, the standard deviation is 33.436634, which means that the data in this study is varied because the standard deviation is greater than the mean. Companies with low PER are said to have low stock values, which also means they have low growth. Conversely, companies with higher PER values will experience greater and more rapid growth.
c. The DER variable is limited to a minimum value of 0.02, which is held by PT Bukalapak (BUKA) in 2022. Furthermore, the maximum value of 16.079 is held by Bank Tabungan Negara Persero (BBTN). This shows that the DER value in the research sample ranges from 0.02 to 16.079 with an average value of 1.68959 and a standard deviation of 2.581202. The descriptive statistical results in this investigation show that the DER is in good condition.
d. The minimum TATO variable value of 0.052 is held by PT Bank Negara Indonesia (Persero) Tbk (BBNI). The maximum value of 4.350 is held by PT Era Jaya Swasembada (ERAA). This shows that the TATO value in the research sample ranges from 0.052 to 4.350 with an average value of 0.67356. A positive ROI value indicates that the investments made by the company are beneficial, and the standard deviation is 0.710653, which means that the data in this study is variable because the standard deviation is greater than the mean.
e. Based on this description, the ROA variable has a minimum value of -0.284, which is owned by PT Goto Gojek Tokopedia (GOTO). In addition, the maximum value of 0.454 is owned by PT Indo Tambangraya Megah Tbk (ITMG). This shows that the ROA value in the research sample ranges from -0.284 to 0.454 with an average value of 0.07184. Conversely, the standard deviation is 0.083147, which means that the data in this study is less diverse, with a standard deviation smaller than the mean.

4.1.2 Classical Assumption Test

4.1.2.1 Normality Test

According to Ghozali (2016), one type of test that can be used to test normality is as follows: "The Kolmogorov-Smirnov (K-S) test can be used in normality testing. To detect normally distributed data, the significance of the probability data must be higher than the confidence level of ≥0.05 or 5%.

Table 4. One-Sample Kolmogorov-Smirnov Test

	 
	Unstandardized Residual

	N
	
	135

	Normal Parameters a,b
	Mean
	0,0000000

	
	Std. Dev.
	5,63442377

	Most Extreme Differences
	Absolute
	0,268

	
	Positive
	0,268

	
	Negative
	-.0179

	Test Statistic
	0,268

	Asymp. Sig. (2-tailed)
	0,000c


Source: SPSS version 25 output results (processed by STIESIA Statistics Lab)
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Figure 2
One Sample Kolmogorov-Smirnov Test Variabel Log

As seen from the results above, the data is not normally distributed because the Kolmogorov-Smirnov significance level is <0.05. This can also be seen through the Histogram and Normal P-P Plot graphs, where the data pattern spreads diagonally, so that in Figure 2 it can be concluded that it does not meet the normality test. According to Murniati et al. (2022), there are two methods that can be used to handle non-normal data. The first method is to convert the data into natural logarithms (Ln), and the second method is to remove outliers (data) that interfere with the data. The researcher will use the first method, which is to convert the data into natural logarithms (Ln). The following are the results of the test after using the data transformation into natural logarithms (Ln):

Table 5. One-Sample Kolmogorov-Smirnov Test (Ln)

	 
	Unstandardized Residual

	N
	135

	Normal Parametersa,b
	Mean
	0,0000000

	
	Std. Deviation
	0,72783828

	Most Extreme Differences
	Absolute
	0,055

	
	Positive
	0,055

	
	Negative
	-0.045

	Test Statistic
	0,055

	Asymp. Sig. (2-tailed)
	0,200c


Source: SPSS version 25 output results (processed by STIESIA Statistics Lab)
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Figure 3
One Sample Kolmogorov-Smirnov Test Variabel Log (Ln)

As shown in Table 5, the significance value of the normality test is 0.200 > 0.05, indicating that there is no difference between the residual values and the standard book values. Figure 3 shows that the data pattern is spread around the diagonal line, and the direction follows the diagonal line. Therefore, it can be said that the data follows a normal distribution or meets the normality assumption.

4.1.2.2 Multicollinearity Test

According to Ghozali (2016:103), "The multicollinearity test is designed to test whether the regression model finds a correlation between independent variables. To detect the presence or absence of multicollinearity in this regression model, we look at the tolerance value > 0.10 and the variance inflation factor (VIF) value < 10, which means that there is no multicollinearity between the independent variables in the regression model.

Table 6. Multicollinearity Test

	Variabel
	Tolerance
	VIF
	Simpulan

	PER
	0,981
	1,043
	Bebas Multikolinearitas

	DER
	0.904
	1,106
	Bebas Multikolinearitas

	TATO
	0,783
	1,277
	Bebas Multikolinearitas

	ROA
	0,809
	1,236
	Bebas Multikolinearitas


Source: SPSS version 25 output results (processed by STIESIA Statistics Lab)

4.1.2.3 Autocorrelation Test

The purpose of conducting an autocorrelation test is to determine whether there is a correlation between the confounding factors in period t and the error in the previous period t- 1 in the multiple linear regression model (Ghozali, 2016:107). The analysis tool used is the Durbin-Watson statistical test. The Durbin-Watson test will produce a Durbin-Watson (DW) value, which will then be compared with two (2) Durbin-Watson Table values, namely Durbin Upper (DU) and Durbin Lower (DL). There is no autocorrelation if the value of dU < d < 4-dU.

Table 7. Autocorrelation Test

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate
	Durbin-Watson

	1
	0,533a
	0,284
	0,262
	0,73895
	2,206


Source: SPSS version 25 output results (processed by STIESIA Statistics Lab)

From the table, it can be seen that the Durbin value of 2.206 is between dU and 4-dU, so it is free from autocorrelation. The explanation is as follows: dL= 1.6584 dU= 1.7802 < 2.206 <
2.219 (4-1.7802).

4.1.2.4 Heteroscedasticity Test 

A regression model is considered good if it does not experience heteroscedasticity or homoscedasticity. The way to detect heteroscedasticity is to look at the SPSS output through a scatter plot with the following criteria (Ghozali, 2016:134):
a. If there is a pattern, such as points that form a pattern (initially wavy then narrowing), it means that the data experiences heteroscedasticity.
b. If there is no clear pattern in the graph, and the points are scattered above and below the number 0 on the Y-axis, it can be concluded that there is no heteroscedasticity.
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Figure 4
Scatterplot Graph
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Figure 5
Scatterplot Graph (Ln)

From the first scatterplot graph above, it can be seen that the data has a certain pattern, so in Figure 4 it can be concluded that heteroscedasticity has occurred in the data. However, after processing, namely transforming the data as shown in Figure 5, there is no clear pattern and the data is scattered above and below the number 0 on the Y axis, so it can be concluded that heteroscedasticity has not occurred in the variables in this study.

4.1.3 Model Suitability Test 

4.1.3.1 Determination Coefficient Test (R2)

The coefficient of determination (R²) essentially measures how well the model explains the dependent variable. The coefficient of determination value ranges from zero to one. AnR² valueclose to 1 indicates that the independent variables provide almost all the information needed by the dependent variable (Ghozali, 2016:95).

Based on the results of the coefficient of determination test in Table 7, an adjusted R-square value of 0.262 (26.2%) was obtained. This means that the independent variables in this study influence the dependent variable by 26.4%, while the remaining 73.8% (1 – 0.262) is explained by variables other than the independent variables in the study.

4.1.3.2 Goodness of Fit Test (F)

Based on the F test calculation using SPSS, it is designed to test whether a model is suitable (appropriate) (Ghozali, 2016:96). The F test is carried out by looking at the significance of the regression results. The hypothesis is accepted if the significance value is less than 0.05, which means that the regression model is appropriate or can be tested. Based on Table 8 below, the α value is 0.00, so it can be concluded that the regression model can be tested or accepted.

Table 8. Goodness of Fit Test (F)

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	28,183
	4
	7,046
	12,903
	0,000b

	
	Residual
	70.986
	130
	0,546
	
	

	
	Total
	99.169
	134
	 
	 
	 


Source: SPSS version 25 output results (processed by STIESIA Statistics Lab)

4.1.4 Hypothesis Test (t)

4.1.4.1 Multiple Linear Regression Analysis

This study uses multiple linear regression analysis to determine the effect of the independent variables PER, DER, and TATO and the dependent variables PBV and ROA as moderator variables. The results of the multiple linear regression analysis using the SPSS application are as follows:
Table 9. Multiple Linear Regression Analysis

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-0,104
	0,128
	 
	-0,812
	0,418

	
	PER
	0,009
	0,002
	0,333
	4,439
	0,000

	
	DER
	0,051
	0,026
	0,153
	1,964
	0,052

	
	TATO
	0,220
	0,102
	0,181
	2,163
	0,032

	
	ROA
	3,894
	0,853
	0,376
	4,563
	0,000


Source: SPSS version 25 output results (processed by STIESIA Statistics Lab)

Based on Table 9 above, the regression equation can be formulated as follows:

Y = -0,104 + 0,009 PER+ 0,051 DER + 0,220 TATO + 3,894 ROA..................................... (3)
	
Based on this equation, the t-test is used to test the effect of each independent variable on the dependent variable. The results of the t-test are as follows:
a. βo = the constant value of -0.104 indicates that if the PER (Investment Decision), DER (Funding Decision) (X2), and TATO (Operating Decision) factors are constant, then PBV (Firm value) decreases by 0.104.
b. The PER (Investment Decision) variable has a β1 value of 0.009 and a t-significance level for the PER variable of 0.000 < 0.05, indicating a positive significance effect on the PBV variable. Therefore, the first hypothesis stating that PER affects PBV is accepted.
c. The DER (Financing Decision) variable has a β2 value of 0.051 and a t-significance level for the DER variable of 0.052 > 0.05, indicating a positive effect on the PBV variable. Therefore, the second hypothesis stating that DER affects PBV is rejected.
d. The TATO (Operating Decision) variable has a β3 value of 0.220 and a t- significance level for the TATO variable of 0.032 < 0.05, indicating a positive effect on the PBV variable. Therefore, the third hypothesis , which states that TATO affects PBV, is accepted.
e. The ROA (Profitability) variable has a β4 value of 3.894 and a t-significance level for the ROA variable of 0.000 < 0.05, indicating a positive effect on the PBV variable. Therefore, the fourth hypothesis, which states that ROA affects PBV, is accepted.
4.1.4.2 Moderated Regresion Analysis

The MRA test decision can be seen from the significance value. If the significance value α < 0.05, it can be concluded that the variable is able to moderate the independent variable against the dependent variable (Solimun, 2017).


Table 10. Moderated Regression Analysis

	Model Testing Description
	Coeff Value
	Sig.

	Model  : α+β1PER+β2DER+β3TATO+β4ROA+
	
	

	β5PER*ROA+β6DER*ROA+β7TATO*ROA+ ε
	
	

	
	
	

	Investment Decisions
	
	

	Constant
	-0,158
	0,11

	β1 PER
	0,003
	0,045

	β2 ROA
	1,378
	0,151

	β3 PER*ROA
	5,146
	0

	Adjusted R2
	0,257
	

	
	
	

	Financial Decisions
	
	

	Constant
	-0,158
	0,11

	β1 DER
	0,043
	0,021

	β2 ROA
	1,378
	0,151

	β3 DER*ROA
	0,566
	0,259

	Adjusted R2
	0,257
	

	
	
	

	Operational Decisions
	
	

	Constant
	-0,158
	0,11

	β1 TATO
	0,163
	0,09

	β2 ROA
	1,378
	0,151

	β3 TATO*ROA
	2,166
	0,40

	Adjusted R2
	0,257
	 


Source: SPSS version 25 output results (processed by STIESIA Statistics Lab)

The unstandardized beta coefficients of the variables above that have been included in the regression model of the TATO, ROA, and DER_ROA variables are not significant, with significant probability values for TATO of 0.090, ROA of 0.151, and DER_ROA of 0.259
above the significant value of 0.05, while PER is 0.045, DER is 0.021, PER_ROA is 0.000, and TATO_ROA is 0.040, which are below the significance level of 0.05. From the above model, it can be concluded that PBV can be influenced by PER, DER, PER_ROA, and TATO_ROA with the mathematical equation:

PBV = -0,158 + 0,003 PER + 0,043 DER + 0,163 TATO + 1,378 ROA + 0,394 PER_ROA + 0,566 DER_ROA + 2,166 TATO_ROA + ε................................................................ (4)

The type of investment decision by comparing these three regressions provides information that the significance of β2 0.151 > 0.005, so the result is not significant, and β3 0.000 < 0.005, so the result is significant. Therefore, it can be concluded that the Profitability variable is a pure moderator variable.

The type of financing decision by comparing these three regressions obtained information that the significance of β2 0.151 > 0.005 so that the result is not significant and β3 0.259 > 0.005 so that the result is significant, it can be concluded that the Profitability variable is a moderating homologiser variable.

The type of operational decision by comparing these three regressions obtained information that the significance of β2 0.151 > 0.005, so the result is not significant, and β3 0.040 < 0.005, so the result is significant. Therefore, it can be concluded that the Profitability variable is a pure moderator variable.

In addition, to test the type of moderation for each hypothesis (H5, H6, and H7), a test conducted by Gozali (2016) can be used, as follows:

Table 11. Summary of Regression Model Output for Investment Decisions

	Model Test Description
	Coeff Value
	Sig.

	Model 1 : PBV=α+β1 PER + ε
	 
	 

	Constant
	0,447
	0,000

	β1 PER
	0,007
	0,001

	Adjusted R2
	0,067
	 

	 
	 
	 

	Model 2 :PBV= α+β1 PER + β2 ROA+ ε
	 
	 

	Constant
	0,111
	0,000

	β1 PER
	0,008
	0,000

	β2 ROA
	4,315
	0,000

	Adjusted R2
	0,234
	 

	 
	 
	 

	Model 2 : PBV=α+β1 PER + β2 ROA + β3 PER*ROA+ ε
	 
	 

	Constant
	0,053
	0,391

	β1 PER
	0,002
	0,070

	β2 ROA
	-0,359
	0,539

	β3 PER*ROA
	0,383
	0,000

	Adjusted R2
	0,707
	 


Source: SPSS version 25 output results (processed by STIESIA Statistics Lab)

By comparing these three regressions, we obtain the information that β2 0.539 > 0.005, so the result is not significant, and β3 0.000 < 0.005, so the result is significant. Therefore, we can conclude that the Profitability variable is a pure moderator variable. Therefore, the fifth hypothesis, which states that Profitability can moderate PER (Investment Decision) on PBV (Firm Value), is accepted.

Table 12. Summary of Regression Model Output for Financing Decisions

	Model Test Description
	Coeff Value
	Sig.

	Model 1 :PBV= α+β1 DER + ε
	 
	 

	Constant
	0,602
	0,000

	β1 DER
	0,003
	0,918

	Adjusted R2
	-0,007
	 

	 
	 
	 

	Model 2 :PBV= α+β1 DER + β2 ROA+ ε
	 
	 

	Constant
	0,251
	0,022

	β1 DER
	0,032
	0,237

	β2 ROA
	4,199
	0,000

	Adjusted R2
	0,144
	 

	 
	 
	 

	Model 3 :PBV= α+β1 DER + β2 ROA + β3 DER*ROA+ ε
	 
	 

	Constant
	0,380
	0,000

	β1 DER
	-0,033
	0,198

	β2 ROA
	0,630
	0,493

	β3 DER*ROA
	3,176
	0,000

	Adjusted R2
	0,351
	 


Source: SPSS version 25 output results (processed by STIESIA Statistics Lab)

By comparing these three regressions, we obtain the information that β2 0.493 > 0.005, so the result is not significant, and β3 0.000 < 0.005, so the result is significant. Therefore, we can conclude that the Profitability variable is a pure moderator variable. Therefore, the second hypothesis stating that Profitability is able to moderate DER (Financing Decision) on PBV (Firm Value) is accepted.

Table 13. Summary of Regression Model Output for Operational Decisions

	Model Test Description
	Coeff Value
	Sig.

	Model 1 : PBV=α+β1 TATO + ε
	 
	 

	Constant
	0,392
	0,000

	β1 TATO
	0,319
	0,002

	Adjusted R2
	0,063
	 

	 
	 
	 

	Model 2 :PBV= α+β1 TATO + β2 ROA+ ε
	 
	 

	Constant
	0,259
	0,011

	β1 TATO
	0,151
	0,158

	β2 ROA
	3,440
	0,000

	Adjusted R2
	0,148
	 

	 
	 
	 

	Model 3 :PBV= α+β1 TATO + β2 ROA + β3 TATO*ROA+ ε
	 
	 

	Constant
	0,501
	0,000

	β1 TATO
	-0,226
	0,084

	β2 ROA
	-1,621
	0,251

	β3 TATO*ROA
	5,146
	0,000

	Adjusted R2
	0,257
	 


Source: SPSS version 25 output results (processed by STIESIA Statistics Lab)

By comparing these three regressions, we obtain the information that β2 0.251 > 0.005, so the result is not significant, and β3 0.000 < 0.005, so the result is significant. Therefore, we can conclude that the Profitability variable is a pure moderator variable. Therefore, the second hypothesis stating that Profitability is able to moderate TATO (Operating Decisions) on PBV (Firm Value) is accepted.


4.2 DISCUSSION

4.2.1 The Effect of Investment Decisions on Firm Value

The results of the data analysis show that the hypothesis "Investment decisions have a positive effect on firm value" is proven because the hypothesis testing results show that investment decisions have a significant effect on firm value. These results are in line with the findings of Nasrum, et al (2015); Pamungkas and Puspaningsih (2013); Mardiyati and Ahmad (2015); Murniati, et al (2022); Utami and Darmayanti (2018); Dewi and Suardana (2015), which prove that investment decisions have a positive effect on firm value.

In accordance with signaling theory, investment expenditure is a positive signal for future company growth, thereby increasing the share price as an indicator of firm value (Wahyudi and Pawestri, 2006). The theory argues that the investment costs incurred by a company are a signal, particularly to investors and lenders, that the company will grow in the future. It can be said that investment decisions can encourage companies to increase profits.

4.2.2 The Effect of Financing Decisions on Firm Value

The results of the data analysis show that the hypothesis "Financing decisions have a positive effect on firm value" is not proven. This result is not in line with the results of studies by Nasrum, et al (2015); Utami and Darmayanti (2018); Widodo & Kurnia (2016), and Ramadhani (2017), which found that financing decisions have a significant positive effect on firm value.

The financing decision made by the company is to use debt financing rather than equity financing. Excessive debt will have an impact on the lack of public trust in the company. Assuming that the company generates profits, the main priority is to pay debts rather than distribute dividends for the prosperity of shareholders, so that the firm value will decrease. The use of more debt than equity as a source of funding will have a negative effect on firm value (Safrida, 2008 in Burhan, 2024). The trade-off theory explains that the use of debt beyond a certain point will decrease firm value. Adding debt will increase the risk to the company's income stream, where the company's income is influenced by external factors. In addition, the higher the debt, the higher the interest on the debt will be compared to tax savings, so that debt policy has a negative effect on firm value.

Referring to agency theory, the separation of ownership from management will create conditions where management will act in its own interests. They will make optimal decisions only if the right incentives are provided and only if the agents are supervised (Jensen and Mackling, 1976). This result is not in line with signaling theory, which states that investors assume that companies that increase their debt are seen as companies that are confident about their future prospects. companies that increase their debt ratio are also interpreted as increasing their available operating funds. If the debt is managed well, it can increase company profits, leading to high company performance, which in turn will raise stock prices and increase firm value.

4.2.3 The Effect of Operational Decisions on Firm Value

The results of the data analysis show that the hypothesis "Operating decisions have a positive effect on firm value" is proven. These results show that the higher the TATO value, the better the firm value is in the eyes of investors because there are many other factors that are taken into account by an investor, such as other factors, for example, the condition of similar industries, fluctuations, exchange rates, transaction volumes, stock market conditions, economic, social, and political conditions, and the national stability of a country. The results of this study are supported by Chaidir (2015), who states that TATO has a significant effect on PBV. This is because a good TATO value ensures that investors view the company's value as good due to investment security factors or the prevailing political security conditions at that time, which are given more attention.

This shows that productivity, as measured by total asset turnover (TATO), refers to the ability of all assets to generate income. The total income and total assets owned by a company can influence investors' assessment of an increase in firm value, because total income and total assets are the benchmarks for determining this. Investors pay attention to the level of productivity generated by a company, because investors look more at how the company's management manages its productivity effectively and efficiently to achieve added value for the company. Therefore, an increase in firm value affects its
productivity.

This result is supported by signaling theory, which states that investors assume that companies that increase their debt are seen as companies that are confident about their future prospects. a company that increases its debt ratio also means that by increasing its debt ratio, the available operational funds increase. If the debt is managed well, it can increase the company's profits, resulting in high company performance. If the company's performance is high, it will increase the share price, thereby increasing the company's value.

4.2.4 The Effect of Profitability on Firm Value

The results of the data analysis show that profitability has a significant positive effect on firm value. This indicates that the hypothesis "Profitability has a positive effect on firm value" is proven because the results of the hypothesis testing show that investment decisions have a significant effect on firm value. These results are in line with Rudangga and Sudiartha (2016); Agustiani (2016); Madani (2020); Putri (2019) and Riyandi (2017). Profitability provides an overview of the level of profit that the company has managed to obtain during its operations by utilizing its financial resources. The portion of profits to be distributed to stockholders is the profit after deducting interest and taxes. The greater the profit generated, the better the company's ability to maximize the operation of its assets. It can be said that a high profit level reflects good managerial performance, which means that the company's future prospects are also good.

The influence of profitability is supported by signaling theory, because profitability is considered to send a signal to investors to invest. Companies that are able to generate high profitability are considered capable of providing benefits to investors who invest in the company. According to Harmono (2015), generally the dimension of profitability has a qualitative relationship with firm value. This quality relationship shows that if the company's management performance, as measured using the profitability dimension, is in good condition, it will have a positive impact on investors' decisions in the capital market to invest their capital.

4.2.5 The Effect of Investment Decisions on Firm Value with Profitability as a Moderating Variable

By comparing the three PER regressions with Profitability moderation according to the regression equation of the MRA model by Ghozali (2016) and Solimun (2017), it shows that Profitability is a pure moderator variable, which means a variable that moderates the relationship between the independent variable and the dependent variable, where the pure moderation variable interacts with the independent variable without becoming an independent variable. Therefore, a second test was conducted to confirm that the interaction between investment decisions and profitability also has a significant effect on firm value with a significance level of 0.000 (less than 0.05). This indicates that profitability moderates the effect of investment decisions on firm value in LQ 45 companies listed on the Indonesia Stock Exchange during the 2020-2022 period. Thus, the hypothesis that "Profitability moderates the effect of investment decisions on firm value" can be proven.

The moderating effect of profitability in moderating the influence of PER on PBV shows that PER has a higher firm value on companies with more reliable profitability. This result is in line with the research results of Prihapsari (2015), which states that the application of good profitability by companies will provide supervision to management in operational management to provide prosperity to shareholders. With the implementation of good profitability, management is expected and directed to be able to generate profits for the company. Thus, companies that improve their profitability are able to control investment
decisions efficiently in order to increase firm value.

4.2.6 The Effect of Financing Decisions on Firm Value with Profitability as a Moderating Variable

By comparing the three financing decision regressions (DER) with Profitability moderation according to the MRA Ghozali (2016) regression equation model, it shows that Profitability is a pure moderator, meaning that it is a variable that moderates the relationship between the independent variable and the dependent variable, where the pure moderation variable interacts with the independent variable without becoming an independent variable. Thus conducting a second test to ensure that the interaction between financing decisions and Profitability has a significant effect on Firm value. This shows that the hypothesis "Profitability moderates the effect of financing decisions on firm value" is proven.

Meanwhile, according to the regression equation of Solimun's MRA model (2017), Profitability is a moderating homologizer, which is a variable that has the potential to become a moderating variable that affects the strength of the relationship between the independent variable and the dependent variable. This variable does not interact with the independent variable and does not have a significant relationship with the dependent variable. The interaction variable of financing decisions and profitability does not have a significant effect on firm value. This shows that profitability is unable to moderate the effect of financing decisions on firm value in LQ 45 companies listed on the Indonesia Stock Exchange during the 2020-2022 period. Thus, the hypothesis that "profitability moderates the effect of financing decisions on firm value" is not proven.

Financing decisions are defined as decisions concerning the composition of financing chosen by the company. The purpose of financing decisions is how companies determine the optimal source of funds to finance various investment alternatives so as to maximize profitability. However, if the company cannot optimize well, it will have a negative effect on the company, thereby sending a negative signal. This result is in line with signaling theory, which states that investors assume that companies that increase profitability are seen as companies that are confident about the company's future prospects. companies that increase their debt ratio are also interpreted as increasing their profitability ratio, thereby increasing the available operational funds. If these funds are managed properly, they can increase company profits, resulting in high company performance.  High company performance will increase stock prices, thereby increasing the company's value. The results of this study, using the MRA Ghozali (2016) regression equation model, are in line with studies conducted by Nelwan and Tulung (2018), Sari et al. (2022), and Al-Fisah (2016), which state that profitability can moderate financing decisions on firm value. The results of this study using the MRA Solimun (2017) regression equation are in line with research conducted by Pratamawati (2015) and Niya (2019), which states that profitability can moderate financing decisions on firm value.

4.2.7 The Effect of Operational Decisions on Firm Value with Profitability as a Moderating Variable

By comparing the three regressions of Operational Decisions with Profitability moderation according to the regression equations of the Ghozali (2016) and Solimun (2017) models, it shows that Profitability is a pure moderator, meaning that it is a variable that moderates the relationship between the independent variable and the dependent variable, where the pure moderator variable interacts with the independent variable without becoming an independent variable. Therefore, a second test was conducted to confirm that the interaction between investment decisions and profitability also has a significant effect on firm value. The interaction variable between operational decisions and profitability has a significant effect on firm value. This shows that profitability can moderate the effect of operational decisions on the value of companies listed on the Indonesia Stock Exchange during the 2020-2022 period. Thus, the hypothesis that "Profitability moderates the effect of operational decisions on firm value" is proven. However, there are differences according to Ghozali (2016), who states that the effect of profitability in moderating can weaken firm value, while according to Solimun (2017), the effect of profitability in moderating can strengthen firm value.

The results of this study are in line with Niya (2019), which states that the higher the level of productivity of a company, the more effective the company's ability to manage its activities. Profitability in this study relates profit to total assets. In reality, the average total assets owned are greater than the profits earned by manufacturing companies. It can be concluded that profitability can strengthen the influence of productivity on firm value because with such total assets, companies should be able to generate maximum profits. Investors will assess that strong profitability will increase productivity, which will result in an increase in firm value.


4. Conclusion

Based on the analysis conducted, several conclusions can be drawn, including:
1) The PER variable (Investment Decision) has a significant positive effect on PBV (Firm Value).
2) The DER variable (Financing Decision) does not have a significant effect on PBV (Firm Value).
3) The TATO variable (Operating Decision) has a significant positive effect on PBV (Firm Value).
4) The Profitability variable has a significant positive effect on PBV (Firm Value).
5) The MRA model regression equation according to Ghozali and Solimun, by comparing the three Moderating Equation 1 PER regressions, concludes that the Profitability variable is a pure moderator variable.
6) By comparing the three regressions of Moderating Equation 2 DER, it can be concluded that the Profitability variable is a pure moderator when using the regression equation of the MRA model according to Ghozali and a homologizer moderator when using the regression equation of the MRA model according to Solimun.
7) The MRA model regression equation according to Ghozali and Solimun by comparing the three Moderating Equation 3 TATO regressions, it can be concluded that the Profitability variable is a pure moderator. However, there is a difference where according to Ghozali it can weaken the value of the company, while according to Solimun it can strengthen the value of the company.

Based on the researcher's direct experience in this research process, there are several limitations that can be considered by future researchers in order to further improve this research. First, the research period was relatively short, namely 2020-2022, so the results obtained may not be consistent with previous studies. Second, the companies used were limited to those listed on the Indonesia Stock Exchange.

Future research is expected to include other variables that may affect firm value. The results of this study can be used as consideration for management in maintaining or improving the consistency of existing financial reports in creating firm value.
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