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ABSTRACT
This research aims to know the influence of Working Capital Turnover (WCTO), Total Asset Turnover (TATO)
and Debt to Equity Ratio (DER) on the firm value. The population in this research are manufacturing companies
listed on the Indonesia Stock Exchange for the period 2013-2017. Sampling method used is purposive sampling.
The data analysis technique has been carried out by using multiple linear regressions analysis, and the SPSS
program 21. The results of this study indicate that Working Capital Turnover (WCTO) has no effect on firm value,
while Total Asset Turnover (TATO) and Debt to Equity Ratio (DER) have an effect on firm value.
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INTRODUCTION

Basically, a company is established as an economy entity that has a goal, either short term goal or long term
goal. The short term goal of a company is to maximize profit that is obtained by using all company resources.
Meanwhile long term goal of a company that is regarded as the main goal is to maximize firm value (Meythi et al,
2014).

According to Sundari and Utami (2013) Enterprise Value (EV) or known as firm value is an important concept
for the investors, because it is an indicator for the market to judge the company overall. Firm value can describe
the condition of a firm, so that the investors will see in terms of it’s firm value.

Maximum company value can be obtained by implementing financial management function. Financial decision
made will affect other financial decisions, so that the effect to company stock price because it will affect firm value
(Minanari, 2018).

In this research firm value is measured by using Tobin’s q ratio. Tobin’s q ratio involves all elements in the
balance sheet such as debt, share capital, and total assets owned by the company which is believed able to provide
best information in reflecting firm value.

LITERATURE REVIEW
Signaling Theory

Signaling theory put forward about how a firm should provide signals to the users of financial statements.
Signaling theory is a sign given by the company to the investors as instructions about how to look at the company’s
prospects. The company with profitable prospect will avoid stock sale and will seek new capital with other ways,
one of them is by using debt (Brigham and Houston, 2014:186).

Agency Theory

Theory agency is a theory that defines the relationship between principals and agents. Agency theory explains that
agency relationship is a contract which one or more principals order other agents to do a service on behalf of the
Principal and gives authority to the agents to make the best decision for the Principal. If both parties have the same
goals to maximize the firm value, then it is believed that the agent will act in a manner that is in accordance with
the interests of the principals (Rinnaya et al., 2016).

Firm Value
According to Harmono (2014:233), firm value is company performance that is reflected by stock price formed by
demand and supply in capital market that reflects community assessment to company performance.

Working Capital Turnover (WCTO)
Kasmir (2017:182) expressed that working capital turnover is one of the ratios to measure or assess the
effectiveness of the company’s working capital for a certain period.

Total Asset Turnover (TATO)

Syamsudin (2013:62) expressed that Total Asset Turnover is a the level of efficiency of the overall use of company
assets in generating certain sales volumes.
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Debt to Equity Ratio (DER)
According to Kamsir (2017:157) Debt to Equity Ratio is a ratio used to assess debt with equity. This ratio is used
to know the amount of funds provided by the creditor with company owner.

HYPOTHESIS

H1: Working capital turnover (WCTO) affects firm value
H2: Total asset turnover (TATO) affects firm value

H3: Debt to Equity Ratio (DER) affects firm value

RESEARCH METHOD

The data type used in this research is secondary data. The data collection technique is by documentation and
literature research. The population in this research are all manufacturing companies (processing industry)
registered in Indonesia Stock Exchange from 2013 — 2017. The sampling technique uses purposive sampling
method. The sample criteria determined are all manufacturing companies registered continuously in Indonesia
Stock Exchange from 2013 — 2017, using rupiah currency from 2013 — 2017, has positive profit and equity (own
capital) in financial statements from 2013 — 2017. The total samples used are 47 companies times 5 years of
observation which are 235 data which will be used in this research.

The dependent variable used in this research is the firm value measured with the following formula:

(EMV + D)
0= -
(EBV + D)
Source: Chung and Pruit (1994)
Explanation:
Q = Tobins’Q

EMV = Equity Market Value

(EMV = P (closing price x Qshares)

EBV = Equity Book Value

(the difference between total company assets and total debts)
D = Debt / Book Value from Total Debts

Then the independent variables used in this research are measured with the following formula:
Sales

WCTO = x 100%
Average Working Capital

Source : Kasmir (2017:183)
Sales
TATO= o — x100%
Total Assets

Source : Fahmi (2014:81)

Total Debts
DER = x 100%
Own Capital
Source : Sitanggang (2014:23)

The method used to analyze data in this research is by using multiple linear regression analysis used to
test the influence of several independent variables to dependent variables.

RESULT AND DISCUSSION

Descriptive Statistics provide new description overall company data seen from the minimum, maximum, average
(mean) and standard deviation values.
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Table 1. Descriptive Statistics

Descriptive Statistics

N Minimu Maximum Mean Std. Deviation
m

WCTO 235 ,59715| 1762,53786 16,23714; 120,21817734
TATO 235 ,30661 3,05732|1,1678992 ,50322889
DER 235 ,07639 2,40153 | ,6950639 , 49617196
TOBINSQ 235 ,30414 12,96242 | 2,0794373 1,99590965
Valid N 235
(listwise)

Source: Secondary data processed by SPSS 21, 2018

Classic Assumption Test

Data Normality Test uses Kolmogorov-Smirnov statistic test in this research. The basis for decision making is
if the test result indicates significant value of Kolmogorov-Smirnov > 0.05, it means that the data distributes
normally. The first Kolmogorov-Smirnov normality test result indicates that the value of Kolmogorov-Smirnov Z
value is 1,732 with it’s significant 0,005 less than 0,05 or 5% (0,005 < 0,05). This thing means that residual data
distributes abnormally.

Therefore it can be concluded that the regression model to be analyzed doesn’t distribute normally. Thus, to
treating the violation of the classic assumption test, namely the normality of the data, the data transformation is
carried out by changing the regression model in the semi-log form, which is to the right of the equation (dependent
variable) transformed into a natural logarithm (Ln) and the left equation (independent variable). Results after being
transformed can be seen in the table below.

Table 2. Data Normality Test Result After Ln Transformation
One-Sample Kolmogorov-Smirnov Test

Unstandardized
Residual
N 235
Mean ,0000000
Normal Parameters®® Std. 71531463
Deviation
Most Extreme Abs.ol.ute 064
Differences Posttn./e ,062
Negative -,064
Kolmogorov-Smirnov Z ,983
Asymp. Sig. (2-tailed) ,289

a. Test distribution is Normal.
b. Calculated from data.

Source: Processed Secondary Data by SPSS 21, 2018

Based on normality test result in Table 2 indicates that Kolmogorov-Smirnov Z value is 0,983 with it’s
significance 0,289 more than 0,05 or 5% (0,289 > 0,05). This means that residual data distributes normally.

Multicollinearity Test aims to test whether the regeresi model found a correlation between independent variables.

Multicollinearity test can be seen from the Variance Inflation Factor (VIF) and also Tolerance value. If the VIF
value <10 or tolerance> 0.10 means that there is no multicollinearity (Ghozali, 2016: 105).
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Table 3. Multicollinearity Test Result

Model Collinearity Statistics
Tolerance VIF
(Constant)
; WCTO ,966 1,035
TATO ,985 1,015
DER ,959 1,043

Source: Processed Secondary Data by SPSS 21, 2018.

The table above shows that the results of the multicollinerity test show tolerance values for each independent
variable greater than 0.10 and the results of the Variance Inflation Factor (VIF) also indicate that there are no
independent variables that have a VIF value smaller than 10. So it can be concluded that there is no multicolinerity
between independent variables in the regression model.

Autocorrelation test is used to test whether in a linear regression model there is a correlation between confounding
errors in period t and period t-1 disturbing errors (Ghozali, 2016: 106). Decision-making is the presence or absence
of autocorrelation as follows (Santoso, 2012: 194):

1. The value of D-W below -2 means positive autocorrelation.

2. The D-W value above +2 means negative autocorrelation is indicated.

3. The D-W value between -2 to 2 means that there is no autocorrelation indicated.

Table 4. Autocorrelation Test Result

Model Summary”
Model R | R Square | Adjusted R | Std. Error | Durbin-
Square of the Watson
Estimate
] ,322 104 ,092 ,71994 1,459

a. Predictors: (Constant), DER, TATO, WCTO
b. Dependent Variable: Ln_TOBINSQ
Source: Processed Secondary Data by SPSS 21, 2018

Based on the results of the autocorrelation test which can be seen in the table above, it can be explained that
the Durbin Watson (DW) number generated is 1,459. This DW value is between -2 to 2 which means that the DW
value is greater than -2 and smaller than 2, it can be concluded that there is no autocorrelation.

Heteroscedasticity test is to test whether in a linear regression there is a variance of the residual inequality
one observation of its variance. A good regression model is homoskedasticity, which is if the residual variance
from one observation to another observation remains (Ghozali, 2016: 138). To detect the presence or absence of
heteroscedasticity, it is done by looking at the Plot Chart and the Spearman Rho Test.
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Figure 2. Heteroscedasticity Test Result with Scatterplot Graphic

Scatterplot
Dependent Variable: Ln_TOBINSQ

]

Regression Studentized Residual
3
o
o
o
@
0 ®®

Regression Standardized Predicted Value

From above scatterplot graphic figure it is seen that the points spread above and below number 0 Y axis, so
it can mean that there is no heteroscedasticity.

Based on Spearman’s rho test result it can be known from table 5 that significance value or Sig. (2-tailed)
of WCTO variable 0,475, TATO variable 0,731, and DER variable 0,411. Because the significance value of those
three independent variables are more than 0,05 so that it can be concluded that there is no problem or
heteroscedasticity syndrome in regression model.

Table 5. Heteroscedasticity Test Result with Spearman’s Rho Test

Correlations
Unstandardized
Residual
Correlation 047
Coefficient
WCTO Sig. (2-tailed) 473
N 235
Correlation 023
Coefficient
TATO Sig. (2-tailed) 731
Spea'r N 5
I:;ldon s Correlation 054
Coefficient
DER Sig. (2-tailed) 411
N 235
Correlation 1,000
Qnstandar Coefficient
;Zii vy Sig (2-tailed) '
235

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).

Source: Processed secondary data by SPSS 21, 2018
Hypothesis Testing
Adjusted R Square (R2) from regression model in this research is 0,092 (table 4) which indicates that the ability

of independent variables (WCTO, TATO, DER) at explaining dependent variables such as Firm Value
(TOBINSQ) of 9,2% and the rest 90,8% (100% - 9,2%) explained by other causes or variables outside the model.
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Table 6. F Test Result
ANOVA*
Model Sumof | df | Mean F Sig.
Squares Square
Regressio 13,871 3 4,624 8,920 ,000°
n

I Residual 119,732 231 518
Total 133,603 | 234

a. Dependent Variable: Ln_TOBINSQ
b. Predictors: (Constant), DER, TATO, WCTO

Source: Processed secondary data by SPSS 21, 2018

F Test result in this research obtained F count 8.920 with a significant value of 0,000 smaller than the significant
limit of 0.05, the regression model used is correct and it can be said that WCTO, TATO and DER jointly influence
the value of the company.

Multiple linear regression analysis was used to determine the effect of Working Capital Turnover (WCTO), Total
Asset Turnover (TATO) and Debt to Equity Ratio (DER) on Firm Value. By looking at table 7 the results of
multiple linear regression analysis, the equation in this research are:

Ln_TOBINSQ = 0.141 + 0,000 WCTO + 0,409 TATO - 0,284 DER

Table 7. T Test Result and Multiple Linear Regression Analysis

Coefficients”
Model Unstandardized | Standardiz t Sig. Collinearity Statistics
Coefficients ed
Coefficient
s
B Std. Beta Tolerance VIF
Error
(Consta 141 131 1,079 ,282
nt)
1 WCTO L0001 ,000 -,039 - 618 ,537 ,966 1,035
TATO 409,094 272 4,342 ,000 ,985 1,015
DER 2841 097 - 186 -2,929 ,004 ,959 1,043

a. Dependent Variable: Ln_TOBINSQ
Source: Processed secondary data by SPSS 21, 2018

RESULT AND DISCUSSION
The Effect of Working Capital Turnover (WCTO) on Company Values

Based on the results of hypothesis testing (table 7) that has been done shows that Working Capital Turnover
(WCTO) has t count of -0.618 with a significant value of 0.537 which is greater than the significant level of 0.05
(0.537> 0.05). Based on these values, it can be concluded that the hypothesis 1 (H1) which states that Working
capital turnover (WCTO) affects the value of the company is rejected.

The influence of the Working capital turnover (WCTO) variable in this research is not because the Working
capital turnover (WCTO) value does not affect the increase in stock prices and because the Working capital
turnover (WCTO) value is influenced by several items on the balance sheet, such as inventory turnover, accounts
receivable and balance company cash. Where these items have different proportions in each company
characteristic.
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The Effect of Total Asset Turnover (TATO) on Company Values

Based on the results of hypothesis testing (table 7) that has been done shows that Total Asset Turnover (TATO)
has a t count of 4.342 with a significant value of 0.000 which is greater than a significant level of 0.05 (0,000
<0.05). Based on these values, it can be concluded that hypothesis 2 (H2) states that Total asset turnover (TATO)
affects the value of the company received. The higher total asset turnover (TATO), the higher the value of the
company.

The Effect of Debt To Equity Ratio (DER) on Company Values

Based on the results of testing the hypothesis (table 7) that has been done shows that the Debt to Equity Ratio
(DER) has a t count of -2.929 with a significant value of 0.004 which is smaller than the significant level of 0.05
(0.004> 0.05). Based on these values, it can be concluded that hypothesis 3 (H3) which states that the Debt to
equity ratio (DER) affects the value of the company received. The higher the Debt to Equity Ratio (DER), the
lower the value of the company.

CLOSING

Conclusion

1. The results of the research indicate that the WCTO does not affect the value of the company.
2. The results of the research indicate that TATO has an effect on the value of the company.

3. The results of the research show that DER affects the value of the company.

Suggestion

It is recommended for further research to add or replace several other measurement proxies in the assessment of
financial performance that have an influence on firm value. And it is suggested for further research to expand the
scope of research not only in manufacturing companies to obtain accurate research results.
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