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Abstract
The value of a firm is often examined by linking the factors that influence on its 
value. However, this method is no longer adequate because profitability also has a 
significant role in determining the value of a firm. Thus, incorporating the role of 
profitability in strengthening firm value is a necessary further step. This quantitative 
research uses samples of all JII companies within five years, from 2016 to 2020. 
Seventy financial statements were obtained as samples. Secondary data were obtained 
through the company website and www.idx.go.id. The analysis of data adopted was 
the Structural Equation Modelling (SEM) with the help of Smart PLS software. 
The findings show that the liquidity and debt policy have a positive and significant 
effect on firm value, but the capital structure, dividend policy, and profitability 
have no effect on firm value. Meanwhile, profitability has an effect as a moderator 
in the relationship between liquidity and debt policy on firm value. Nevertheless, 
profitability has no effect on the relationship between capital structure and dividend 
policy on firm value. This study could have practical implications whereby investors 
are more aware that stocks listed in the JII also have bright prospects in addition to 
their conventional counterparts.
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INTRODUCTION

Stock indexes can be used to measure capital market performance and 

investment products. They have a number of benefits for investors, such 

as recognizing the overall picture of the stock price movement through the 
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Jakarta Stock Exchange Composite (JCI), acting as guidelines to see the 

performance of the stock portfolio, and determining productive stocks in 

order to get profits  (Alam et al., 2020).  One significant aspect to consider 

is that stock indexes can also be used as an active portfolio reference. 

Consequently, stock portfolio performance appraisal certainly requires a 

reference for comparative analysis.

This reference for comparison usually examines the types of stock price 

indexes. Currently, the Indonesian Stock Exchange has 37 types of stock price 

indexes. Frequently used stock indexes include the LQ45, IDX30, Jakarta 

Islamic Index (JII), Kompas100, MNC36, SRI-KEHATI, and PEFINDO25. 

An example of this comparison is the case of investing shares in the financial 

sector, where the more appropriate index to use as a reference is the financial 

sector index, not the Composite Stock Price Index (IHSG, Indeks Harga Saham 

Gabungan). Meanwhile, when investing in Sharia shares, the correct step is to 

examine the shares included in the Sharia stock index, such as the Indonesian 

Sharia Stock Index (ISSI, Indeks Saham Syariah Indonesia) or the JII.

This research focuses on the Islamic Index, which is part of the JII. 

JII stocks are ones that adhere to Islamic Sharia principles, which include, 

among others, prohibiting gambling, trade, usury, or forbidden food or 

drink. Furthermore, stocks must not produce, distribute, or provide goods or 

services that can damage morals. Stocks incorporated in the JII collaborate 

with the Indonesian Capital Market (OJK, 2021).

The JII was chosen for this research because the joined stocks already 

have a high level of investor confidence, especially for those who understand 

Islamic law. According to Andrianto and Mirza (2016) and Rudiawarni et al. 

(2022), the stock index incorporated in the JII adheres to Islamic principles 

and is able to provide benefits for investors by carrying out Islamic rules. 

Moreover, for Indonesian Muslims who invest in stock markets, shares 

incorporated in the JII are considered one of the best options. Indicators that 

demonstrate the interests of the Indonesian people are the development of 

the Islamic Index, as seen through the development of capitalization and the 

stock market index in the JII, shown in Table 1.
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Table 1. The Development of capitalization and index in the Jakarta 
Islamic Index (JII) for the 2015–2020 period

No Year JII Index JII Capitalization Value (Rp Trillion)

1 2015 603.35 1,737.29

2 2016 694.13 2,035.19

3 2017 759.07 2,288.02

4 2018 685.22 2,239.51

5 2019 689.09 2,318.57

6 2020 530.19 2,058.77

7 2021 550.10 2,015.19

8 2022 574.56 2,155.45

Source: www.ojk.go.id (2022)

Based on Table 1, the JII index for the 2015–2022 period fluctuated, 

but in 2017, there was a notable increase of 759.07. However, this did not 

last long, and they experienced a significant decline of 530.19 in 2020. In 

addition, the capitalization of shares tended to increase from 2015 to 2022, 

although this fell in 2021, leading to a value of IDR2,015.19 trillion. The value 

of this stock capitalization is obtained by multiplying the number of shares 

recorded with the initial share price for companies that make public offerings 

or stock prices on the exchange. Based on the analysis of two specific data 

points, particularly capitalization and index, it becomes apparent that a 

significant fall occurred in 2020 and 2022. This was due to the economic and 

financial conditions of Indonesia which were caused by the pandemic. This 

is the main foundation in terms of a fundamental analysis, meaning that the 

stocks included in the JII experienced a significant decline. This indicates 

that all stocks, not only the Islamic Index, experienced a decrease at this 

time. Overall, investors’ yearly interest shows positive results when viewed 

before the COVID-19 pandemic.

In addition to the above indicators, the development of the Islamic 

Index can also be shown through the development of the Islamic Index in 

general, such as data obtained from www.google.finance.com (2022). The 

data contain charts of the development of Sharia shares, which shows that 
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the Islamic Index in Indonesia over the past six years, namely from 2016–

2021, experienced a positive trend. Both periods 1 and 2 experienced similar 

phenomena. During the period 1, 2016 had the lowest growth, specifically 

321, whereas the most significant increase occurred in 2020, with a rise of 

457. Meanwhile, in period 2, the smallest increase was also seen in 2016, with 

345; the highest increase occurred in 2021, with 495. 

The development of the Islamic Index is indicated by various indicators, 

one of which is through the financial statements presented by each company 

that is included in the Sharia shares, especially those incorporated in the 

JII index. These financial statements contain various information related 

to firm value that can be further investigated. Financial statements, which 

reflect financial management, have the main goal of being able to maximize 

firm value.

The valuation of a firm is a crucial factor to consider when assessing 

the fundraising activities undertaken by the company. This instrument 

is intended to be used by parties with a vested interest in facilitating the 

best possible outcomes and strategic decision-making to drive company 

growth. The company makes the value of the company an inseparable part 

because it is related to the company’s internal factors, such as the company’s 

fundamental performance and the company structure (Olarewaju & Msomi, 

2021; Shuwaikh & Dubocage, 2022). This statement is supported by the 

results of empirical research by Maslukhah (2017), who found that firm value 

was highly dominated by the company’s performance. Firm value is urgent 

and needs to be improved for the benefit of shareholders, resulting in the 

improvement of shareholders’ welfare and to the benefit of others.

Meanwhile, in layman’s terms, profitability is understood as the 

company’s strength to earn as much profit as possible. In realizing this goal, 

there will be potential investors who will be involved in investing their funds 

in the company in order to get a return. The size of the company’s ability to 

earn profits will directly affect the return expected by investors to be even 

greater. This could increase the firm value (Bahloul & Bouri, 2016; Saidi, 2004; 

Škrinjarić, 2020; Yavar Panah et al., 2014). Previous research concluded that 

profitability is significantly affected (Ayem  Nugroho, 2016; Chen et al., 2017; 

Sucuahi & Cambarihan, 2016). Conversely, research conducted by Irawan 

and Nurhadi (2016), Hirdinis (2019), and Sukmawardini and Ardiansari, 

(2018) found that profitability had no effect on firm value.
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Capital structure can be interpreted as a comparison of a company’s 

finances. Thus, the capital owned can come from long-term debt, short-term 

debt, or originate from the investor’s own capital (Ramadhi et al., 2021; 

Ulbert et al., 2022). In this case, capital structure and firm value have a close 

relationship. The relationship of capital structure with firm value has been 

examined by Al-Fisah (2016), Hermuningsih (2012), and Hasbi (2015), who 

found that capital structure has a significant positive influence on firm value. 

This research is not consistent with studies from Sari et al. (2020), Vo and 

Ellis (2017), and Cuevas-Vargas et al. (2021), who concluded that capital 

structure has a significant negative effect on firm value.

A company’s performance to fulfill financial obligations in the short 

term, which must be paid immediately, is called liquidity. An outstanding 

firm is characterized by its ability to meet these responsibilities within the 

designated timeframe. According to Galleno and Liscano (2013) and Suardi et 

al. (2022), the liquidity level can be measured by the liquidity ratio. Liquidity 

has a close relationship with firm value. The capacity of the firm to fulfill 

its short-term debt obligations has an indirect impact on the overall worth 

of the firm. Several experts, such as Fang et al. (2009), Chen et al., 2017), 

and Jihadi et al. (2021) found that liquidity has a significant influence on 

firm value. Different results were generated by Sari (2020), who revealed that 

there was no liquidity influence and that it had negative statistical results.

Next, the objective of the dividend policy is to ascertain the amount of 

profit that may be allocated to shareholders in the form of dividends, as well 

as the portion of earnings that will be retained inside the firm for internal 

financing reasons. Brigham and Houston (2020) revealed that creditors, 

shareholders, and external parties aim for the company to determine the 

ideal dividend policy. This interest in companies is a value that can improve 

the company’s performance. The results of previous studies by Giriati (2016) 

and Seth and Mahenthiran (2022) revealed the potential impact of dividend 

policy. Meanwhile, Anita and Yulianto (2014) found different outcomes, as 

their research indicated no discernible impact of dividend policy on firm value.

Finally, the company carries out a debt policy to fund its operations 

using financial debt, commonly called financial leverage. Financial leverage 

is the level of debt and preferred shares used in the capital structure of a 

company (Brigham & Houston, 2013; Sun et al., 2022). Previous research 

conducted by Rompas (2013) and Dwiastuti and Dillak (2019)  found that 
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debt policy has a significant effect on firm value. This means that if debt 

policy decreases, firm value increases accordingly. However, this is inversely 

proportional to the research conducted by Amri (2021) and Hidayat (2013), 

which discovered that debt policy has no effect on firm value.

The main foundation of this research is related to profitability, capital 

structure, liquidity, dividend policy, debt policy, and firm value in companies 

listed on the JII. Several studies examine the role of profitability in companies 

incorporated in the JII, which is linked with other variables in strengthening 

the firm’s value. At this point, the existing literature has mostly examined 

the impact of profitability, capital structure, liquidity, dividend policy, and 

debt policy on firm value in a broad context without specifically considering 

firms that are members of the JII, as previously explained Several prior 

research, such as the one conducted by Lubis et al. (2017), have examined 

banking enterprises that are listed on the Indonesia Stock Exchange (IDX). 

In addition, Sintyana and Artini (2018) focus on property and real estate 

companies, while finally, research from Riki et al. (2022) selected the object 

of research on primary consumer goods sector companies.

Research that makes profitability a moderator variable has been 

conducted by Ariani and Bawono (2018), Alsmady (2022), Ghafran et al. 

(2022), and Zahid et al. (2022), who discussed the effect of the size and age 

of the company on audit report lag. Meanwhile, Wahyuni (2018), Siddiqui et 

al. (2023), Peng et al. (2023), and Tarjo et al. (2022) examined the effect of 

corporate social responsibility on firm value, with profitability as a moderating 

variable. This research shares similarities with the current research; 

however, the variables discussed in her study are limited to corporate social 

responsibility. In addition, the novelty of this study also originates from 

the fact that there are still limited studies that have reviewed firms in the 

JII, such as the research conducted by Amri and Ramdani (2020), which 

examined the influence exchange rate, capital structure and dividend policy 

on stock returns. Most studies in Indonesia have studied the performance 

of conventional shares, and only some have focused on Sharia-based stocks. 

This is what makes this study novel. The main differentiator of this research 

indeed lies in the moderating variable involved, namely profitability. The 

existence of profitability variables will be a reinforcement in the variables 

studied. Given that the capitalization of Islamic stocks, especially the JII, has 

begun to increase after several years of the COVID-19 pandemic.
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Therefore, due to various discrepancies in existing research and the 

majority of research in this field focusing more on conventional stock groups, 

limited studies have analyzed the performance of Islamic stocks. As a result, 

this research focuses on examining stock groups that comprise the JII. This 

study also aims to establish the role of profitability as a moderator in the 

effect of capital structure, liquidity, dividend policy, and debt policy on firm 

value for firms in the JII.

LITERATURE REVIEW 

According to Brigham and Houston (2020), The concept of firm value 

relates to an investor’s perspective on the level of achievement shown by 

an enterprise. Firm value can be recognized by the company’s stock price, 

whereby high stock prices contribute to increased firm value. Firms with high 

value will make people believe in their performance and prospects for the 

future. Firm value can be measured by PBV (Price Book Value), PER (Price 

Earning Ratio), and EPS (Earning Per Share).

Moreover, Jogiyanto (2018) explains that profitability is part of 

the signalling theory. This theory discusses the dynamics of prices in the 

market in which stocks, bonds, and mutual funds, among others, exist. This 

will have an impact on potential investors in making the best decisions. 

This investor response can be in the form of a negative or positive signal, 

which will later affect market conditions. This influence causes reactions of 

various perceptions. GPM (Gross profit margin), NPM (Net profit margin), 

and ROA (Return on assets) are three proxies that are often involved in 

measuring profitability.

Capital structure is a balance of permanent short-term debts, such as 

long-term debt, preferred shares, and ordinary shares. Besley and Brigham 

(2018) state that capital structure can affect a company’s funding source. This 

funding can be obtained from relatively permanent working capital for short-

term funding sources, although it has a higher risk. Capital structure can be 

measured using DER (Debt to Equity Ratio), DAR (Debt to Asset Ratio), and 

LTDE (long-term debt to equity).

The following variable is liquidity. According to Mousavi and Roshandel 

(2015), liquidity is a measure of the company’s ability to pay short-term 

and long-term debt within the specified time. This debt is the company’s 
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obligation to external and internal parties of the company. The liquidity of 

an entity can be assessed by examining its capacity to settle short-term debts 

using its current assets. The Current Ratio (CR) is considered an appropriate 

surrogate for this metric.

Dividend policy often exists in financial theory because it is related 

to company investment (Asadi & Oladi, 2015). In this policy, there will 

usually be a dividend payment involving two parties with different interests. 

These parties consist of the management of the company itself as well as 

potential shareholders. The proxy used is the DPR (Dividend Payout Ratio). 

Meanwhile, according to Jogiyanto (2013), debt policy is a strategic policy 

carried out to increase the existing funding within the company and later 

used for operational activities. In financing the company’s activities, the 

company’s management will also take advantage of the debt policy as the 

best alternative source to meet the financing source.

The framework of this research can be illustrated in Figure 1.

Figure 1. Framework of Research

RESEARCH METHOD

This study uses quantitative research. According to Goodwin and Goodwin 

(2013), quantitative research focuses on testing research variables that are 

strengthened through theory. The research involves numbers and statistical 

procedures. The data analysis method used in this study was SEM (Structural 
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Equation Model), which offered path analysis skills and was assisted by 

Smart PLS software. The research population was all companies listed in the 

JII, which included 30 companies. The sample uses the purposive sampling 

method by meeting the following criteria (see Table 2):

Table 2. The Process of Determining Research Samples

No Fulfilment of criteria Number

1 Companies that have been registered in the JII 30 Companies

2 Companies that did not routinely pay dividends from 
2016–2020 5 Companies

3 Companies not registered in the JII from 2016–2020 11 Companies

4 Therefore, total number of companies that match the 
criteria for research samples 14 Companies

Based on Table 2, 14 companies became the object of research. Seventy 

observations were obtained from the specified financial statements. Detailed 

definitions of the operationalization of variables can be seen in Table 3:

Table 3. Operationalization of Research Variables

Variables Operational definitions Parameters

Firm value 
(Y)

The views of internal parties 
and investors related to stock 
prices with the aim of assessing 
the performance of a company.

PBV = Price per share/book 
value per share x 100%

Source: Brigham & Houston 
(2020)

Capital 
Structure (X1)

Activities carried out by the 
companies to get funds, use 
funds and provide funds.

LDER = Long-term debt/
amount of capital x 100%

Source: Besley & Brigham 
(2018)

Liquidity (X2)
The condition of the company 
to make payments on short-
term debt according to a 
predetermined time.

CR = Current assets/current 
debt x 100%

Source: Mousavi Shiri & 
Roshandel (2015)

Dividend 
Policy (X3)

Policies related to the use of 
profits for shareholders

DPR = Dividend per share/
profit per share

Source: Amri & Ramadhi (2021) 
and Asadi & Oladi (2015)
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(X4)

Policies carried out by the 
company in funding operational 
activities originating from 
debts

DER = Total Liabilities/Total 
Capital X 100%

Source: Jogiyanto (2013)

Profitability 
(Z)

The company’s efforts in 
generating maximum profits

ROA = Total debt/capital x 
100%

Source: Jogiyanto (2018)

Note: every unit variable uses percentage as an indicator measurement

RESULTS

General Description of Data Location (JII)

The purpose of forming this index is to measure investment performance, 

especially Islamic stocks. The aim is that investors can choose these shares to 

indirectly increase maximum trust and performance in investing in Sharia-

based companies.  At the current time, the stocks incorporated in the JII 

have amounted to 30 firms. These shares are in accordance with Islamic 

principles, so gambling, trade, usury, and forbidden foods and beverages are 

all prohibited, and the firms must not produce, distribute, and provide goods 

or services that can damage morals.

Results

Model Testing Measurement (Outer Model)

The results of the convergent validity test showed that each research 

variable indicator already has an outer loading value > 0.6, so conclusions 

can be drawn for further analysis. Furthermore, the results of the AVE 

test also showed good validity, whereby all the variables in this study were 

above 0.50 or exactly 1.00. Then, the discriminant validity results after 

data processing using Smart PLS 3.3 showed the cross-loading results with 

the value of the construct correlation and showed that the indicators were 

more significant than the other construct correlation values. Finally, it can 

be concluded that all constructions or latent variables already have good 

discriminants in each variable. 
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The R-Square estimation value can be seen in Table 4.

Table 4. R-Square Information

Variable R-Square R-Square Adjusted

Profitability (Z) 0.895 0.880

Based on Table 4, the R-Square value for the firm value variable is 0.895, 

which indicates that the magnitude of the influence of the variables studied 

in this article, namely capital structure, liquidity, dividend policy, and debt 

policy on company value, was 89.5%. Meanwhile, the remaining 10.5% was 

certainly influenced by other variables not studied in this paper.

Hypothesis Description

This test was carried out to determine whether the variables studied in 

this article have an effect or not. The test was done using the Bootstrapping 

function on Smart PLS, as shown in Figure 2:

Figure 2. Bootstrapping Hypothesis

Figure 2, upon further analysis, can be shown through the following 

coefficient path (see table 6).
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Table 5. Coefficient Path Results

Original 
Sample (O)

Sample 
Mean (M)

Standard 
Deviation 
(STDEV)

T Statistics

(|O/STDEV|)
P Values

CR (X2) -> 
PBV (Y) 0.273 0.283 0.107 2.553 0.011

CR * ROA -> 
PBV (Y) 0.642 0.627 0.319 2.012 0.045

DER (X4) -> 
PBV (Y) 0.307 0.289 0.133 2.312 0.021

DER * ROA 
-> PBV (Y) 0.711 0.645 0.289 2.460 0.014

DPR (X3) -> 
PBV (Y) -0.140 -0.232 0.219 0.641 0.522

DPR * ROA 
-> PBV (Y) -0.368 -0.598 0.596 0.617 0.537

LDER (X1) -> 
PBV (Y) -0.265 -0.232 0.135 1.959 0.051

LDER * ROA 
-> PBV (Y) -0.509 -0.390 0.320 1.591 0.112

ROA (Z) -> 
PBV (Y) 0.596 0.555 0.313 1.903 0.058

From Table 6, the value of the original sample, p-value or T statistics, 

is shown, which is used as a guide for accepting or rejecting a hypothesis. 

The hypothesis can be accepted if the t-value statistics > t table or the 

p-value < 0.05.

DISCUSSION 

The effect of capital structure on firm value shows that there is no significant 

effect of capital structure on firm value for members of the JII. Evidence for this 

is the results of the path coefficients with the original sample value of -0.265, 

which showed a negative number, with a t-count value of 1.959 < 1.96 and a 

p-value greater than the 5% alpha. This implies that the presence of a large 

amount of debt does not always increase the financial risks faced by the firm. 

In financial theories such as agency theory, it is stated that the money owned 

by the company needs supervision. This supervision comes from outside 

so that there is no subjective element. Another perspective states that the 
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increasing debt in the capital structure section does not only have a negative 

impact. On the one hand, it also has a positive impact, where debt can reduce 

the use of shares and, of course, reduce the agency costs of capital that will 

arise. However, with all these positive impacts, of course, the company has an 

obligation to be able to pay debts and add interest periodically. Likewise, the 

negative side of uncontrolled debt will cause problems between creditors and 

investors. This aligns with research conducted by Putri (2019), Irawan and 

Nurhadi (2016), Hermuningsih (2012), and Hasbi (2015), which found that 

capital structure does not affect firm value.

Other results show that liquidity has a positive and significant effect 

on firm value for members of the JII. The results of path coefficients show 

this with an original sample value of 0.273, which demonstrates a positive 

number, with a T-count value of 22.553 > 1.96 and a p-value smaller than the 

5% alpha. This means that investors’ perceptions of company performance 

grow when the company has high liquidity, which can also indicate the funds 

available to pay operations, investments, and dividends. This is because a 

company with high liquidity shows that it has large internal funds to finance 

its operations and external financing through debt. This attracts investors 

to invest their money into the company. This certainly aligns with research 

conducted by Putra and Lestari (2019), Rompas (2013), and Hanoatubun 

(2020), which finds that liquidity has a positive and significant effect on 

firm value.

Furthermore, dividend policy has no significant effect on firm value for 

members of the JII. This is demonstrated by the results of the path coefficients 

with the original sample value –0.140 – which shows a negative number with 

a t-count value of 0.641 < 1.96 and a p-value greater than the 5% alpha. This 

result also accords with the theory proposed by Miller and Modligiani, whereby 

dividend policy has no effect on firm value because dividend payment ratios 

are only details and do not influence the welfare of shareholders or investors. 

In addition, the increasing value of dividends is not always accompanied by an 

increase in firm value. The main firm value is determined when the company 

can generate high profits from investment activities and assets owned by the 

company. This aligns with research conducted by Ilhamsyah (2017), Giriati 

(2016), and Seth and Mahenthiran (2022), who found that dividend policies 

have no effect on firm value.
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Debt policy has a positive and significant effect on firm value for 

members of the JII. This is indicated by the results of the path coefficients 

with an original sample value of 0.307, which shows a positive number with 

a t-count value of 2,312 > 1.96 and a p-value smaller than the 5% alpha. This 

shows that debt is included in expenditures with a high level of vulnerability. 

High susceptibility to debt also results in high-interest rates, so companies 

often cannot pay off their debts. This result is in line with the trade-off theory, 

which assumes a high capital structure can be realized when the company 

is able to manage debt well, which results in a decrease in firm value. Debt 

will always be borne by the company even though the company has a stable 

profit. If the debt increases, the probability of bankruptcy will also increase. 

This resulted in the company being unable to pay off debt and interest. This 

accords with research by Laksmi and Budiartha (2020), Setiawan (2009), 

Sari et al. (2012) and Budiastra et al. (2020), which found that debt policy 

has a positive and significant effect on firm value.

As for the role of profitability, it does not act as a moderator in the 

effect of capital structure on firm value for members of the JII. This is 

evidenced by the results of the path coefficients with the original sample 

value of -0.509, which shows a negative number with a t-count value of 

1.591 < 1.96 and a p-value greater than the 5% alpha. Various literature and 

previous studies were traced through search engines for this study, ranging 

from Google Scholar, Emerald Insight, MDPI Journal, Science Direct, Wiley 

Library, Springer, Taylor Franchise, and Elsevier. These studies found no 

role of profitability as a moderator on the effect of capital structure on firm 

value. Most studies show the effect of the moderator, such as that of Al-Fisah 

(2016), which found that profitability can only mediate (not moderate) the 

effect of capital structure on firm value. This finding illustrates that debt 

policy with capital structure variables has been able to provide a positive 

value. This positive situation is a signal that the policy of indirect funding 

has been able to increase profitability, and the most important output is 

that the value of the company also has an impact on the process that occurs, 

namely an increase. In contrast, the researchers produced different findings, 

where profitability and capital structure have not been able to influence the 

firm value variable positively. This suggests that corporations engaging in 

debt with the intention of exerting influence on a company’s profitability 

ultimately have no impact. Despite the assumption, increasing the value of 
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the company to facilitate the implementation of the company’s operations 

cannot be proven through this research.

In the meantime, the findings suggest that profitability serves as a 

moderator on the impact of liquidity on company value for JII members. The 

path coefficient results with an initial sample value of 0.642 demonstrate 

this by displaying a positive number with a t-count value of 2.012 > 1.96 and 

a p-value less than the 5% Alpha. These findings conflict with the study by 

Farah et al. (2017), which found no relationship between profitability and 

the moderating effect of liquidity on business value. However, given that 

the majority of earlier studies concluded that there was no effect, different 

results like this can be challenging to interpret. The impact of profitability on 

a company’s capacity to meet immediate financial obligations is significant. 

Specifically, profitability enables the company to use its existing assets 

to settle debts. As a result, profitability has the potential to moderate the 

association between liquidity and the total value of the firm. High current 

assets can improve a company’s ability to raise money, and this is related to 

the profitability of the company. The ratio or distribution of current assets 

could benefit the business and boost market value.

Furthermore, the study discovered that business profitability does not 

moderate the impact of dividend policy on firm value for JII members. This is 

proven by the findings of the path coefficients with the original sample value 

of -0.368, which indicates a negative number with a t-count value of 0.617 < 

1.96 and a p-value greater than the 5% alpha. The findings of this study are 

consistent with those of Sari et al. (2020) and Oktaviani and Mulya (2018), 

who discovered that profitability could not improve the impact of dividend 

policy on company value. The dividend payment ratio can determine the 

amount of profit that can be retained in the business as a source of funding. 

However, by holding back profits in large quantities, the company has less 

money to pay shareholders in the form of dividends. Indirectly, this affects 

firm value.

Furthermore, the results show that profitability moderates the effect of 

debt policies on firm value in companies that are members of the JII. This is 

evidenced by the results of path coefficients with an original sample value of 

0.711, which supports a positive number, with a t-count value of 2,460 > 1,960 

and a p-value smaller than the 5% alpha. The findings obtained by the authors 

are different from previous research, such as Maslukhah (2017), which states 
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that the debt policy with profitability on firm value produces an adverse effect 

and has no effect at all. The results of previous studies were negative, but that 

did not mean that these findings were rigid and standardized. Researchers 

view this debt policy activity differently, stating that it can optimize the value 

of the company when profitability increases. In addition, debt policy can also 

reduce firm value when profitability is low.

Finally, there is no significant effect of profitability on firm value for 

members of the JII. This is demonstrated by the results of the path coefficients 

with the original sample value of 0.596, which shows a positive number, with 

a T-count of 1.903 < 1.96 and a p-value greater than the 5% alpha. This means 

that the profit of a company cannot be increased or reduced and/or directly 

influence firm value. Firms that are members of the JII are indicated to have a 

low average profitability (loss), whereas average firms have a stagnant value. 

This indicates that the research results have no significant effect despite 

having a positive original value. This accords with the research conducted by 

Thaib and Dewantoro (2017), Sucuahi and Cambarihan (2016), and Chen et 

al. (2017), which discovered that profitability has no effect on firm value.

CONCLUSION

The independent variables affecting firm value with moderating profitability 

include liquidity and debt policy. Meanwhile, the other two variables, 

namely capital structure and dividend policy, have no effect on firm value, 

with profitability as a moderator. The limitation of this research is that 

the research subjects were only Sharia-based firms. Future research could 

compare conventional firms and Islamic-based firms. Moreover, the subject 

of this study is limited to the period of 2016–2020. Hence, further studies 

have the potential to extend the period of research. The limited scope of 

examining a 5-year period has hindered the ability to accurately capture the 

best possible conditions of a firm.

Furthermore, regarding the procedure, upcoming research is expected 

to be able to consider more precisely the reach and accuracy in determining 

and selecting objects. The aforementioned assessment was derived from the 

personal experience of the author, when they noticed financial statements 

that were discovered to be inaccurate. Therefore, researchers must be 

more careful in incorporating financial statements that have been audited. 

Accuracy in choosing subjects must be an important part of the research 
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going forward, and it is also crucial to ensure that the financial statements 

used have been audited. Finally, researchers can further consider the data 

analysis process using more comprehensive software and more appropriate 

moderating variables with supporting theoretical bases.

The implications of this study are as follows: 1) For investors, 

especially investors who choose to invest in shares listed in the JII, it is 

essential to consider the firm value, capital structure, liquidity, profitability, 

dividend policy, and deb policy; 2) For researchers, they are expected to 

use other variables as an independent variable, because it is possible that 

other variables not included in this study have effects on firm value; 3) This 

study could have practical implications whereby investors are more aware 

that stocks listed in the JII also have bright prospects in addition to their 

conventional counterparts.

ACKNOWLEDGEMENT

The authors gratefully acknowledge the financial support from research 

grand Unit Pembina dan Pengembang Publikasi Ilmiah (UPPI) Universitas 

Muhammadiyah Prof DR HAMKA. We want to thank also all who help this 

research.

REFERENCES

Alam, A., Thifal Anggraeni, G., & Anas, M. (2020). The influence of determining 
factors on islamic stock index in Indonesia. International Journal 
of Management, Entrepreneurship, Social Science and Humanities, 
3(1), 1–15. https://doi.org/10.31098/ijmesh.v3i1.120

Al-Fisah, M. C. (2016). Profitabilitas memediasi pengaruh struktur modal 
terhadap nilai perusahaan properti yang terdaftar di BEI. Jurnal Ilmu 
Dan Riset Manajemen, 5(3). http://jurnalmahasiswa.stiesia.ac.id/
index.php/jirm/article/view/673

Alsmady, A. A. (2022). Quality of financial reporting, external audit, earnings 
power and companies performance: The case of Gulf Corporate 
Council Countries. Research in Globalization, 5, 100093. https://doi.
org/10.1016/j.resglo.2022.100093

Amri, A. (2021). Analisis leverage dalam mengukur risiko studi kasus pada 
pt. Pabrik kertas tjiwi kimia tbk. Jurnal Ilmu Sosial, Manajemen, 



94

IQTISHADIA
16,1

Akuntansi, & Bisnis, 2(1), 1–13. https://doi.org/10.47747/jismab.
v2i1.37

Amri, A., & Ramdani, Z. (2020). Pengaruh nilai tukar, kebijakan deviden dan 
struktur modal terhadap return saham pada perusahaan yang terdaftar 
di jakarta islamic index. Jurnal Ilmu Keuangan Dan Perbankan 
(JIKA), 10(1), 17–36. https://doi.org/10.34010/JIKA.V10I1.3556

Andrianto, Y., & Mirza, A. R. (2016). A testing of efficient markets hypothesis 
in Indonesia stock market. Procedia - Social and Behavioral Sciences, 
219, 99–103. https://doi.org/10.1016/j.sbspro.2016.04.048

Anita, A., & Yulianto, A. (2014). Pengaruh kepemilikan manajerial dan 
kebijakan dividen terhadap nilai perusahaan. Management Analysis 
Journal, 15(4), 229–232. https://journal.unnes.ac.id/sju/index.php/
maj/article/view/8116/7703

Ariani, K. R., & Bawono, A. D. B. (2018). Pengaruh umur dan ukuran 
perusahaan terhadap audit report lag dengan profitabilitas dan 
solvabilitas sebagai variabel moderating. Riset Akuntansi Dan 
Keuangan Indonesia, 3(2), 118–126. https://doi.org/10.23917/reaksi.
v3i2.6878

Asadi, A., & Oladi, M. (2015). Dynamic determinants of dividend in affiliated 
and unaffiliated firms to government in Tehran Stock Exchange (TSE). 
Iranian Journal of Management Studies, 8(1), 139–155. https://doi.
org/10.22059/ijms.2015.36623

Ayem, S., & Nugroho, R. (2016). Pengaruh profitabilitas, struktur modal, 
kebijakan deviden, dan keputusan investasi terhadap nilai perusahaan 
(studi kasis perusahaan manufaktur yang go public di bursa efek 
indonesia periode 2010—2014). Jurnal Akuntansi, 4(1), 31–39. 
https://doi.org/10.24964/ja.v4i1.125

Bahloul, W., & Bouri, A. (2016). Profitability of return and sentiment-based 
investment strategies in US futures markets. Research in International 
Business and Finance, 36, 254–270. https://doi.org/10.1016/j.
ribaf.2015.09.007

Besley, S., & Brigham, E. F. (2018). Corporate Finance. Cengage Learning.

Brigham, E. F., & Houston, J. F. (2020). Fundamentals of financial 
management. Cengage Learning.

Brigham, F., & Houston, J. (2013). Manajemen keuangan (2nd Ed). Erlangga.

Budiastra, A. A. K., Warsihna, J., Widiasih, & Puspitasari, S. (2020). The 
development of science learning model for higher education of 
bachelor elementary school teacher education program in distance 



95

Moderating Effect 

of Profitability

learning. Advances in Social Sciences Research Journal, 7(5), 54–69. 
https://doi.org/10.14738/assrj.75.8163

Chen, R. R., Yang, T. H., & Yeh, S. K. (2017). The liquidity impact on firm 
values: The evidence of Taiwan’s banking industry. Journal of 
Banking and Finance, 82, 191–202. https://doi.org/10.1016/j.
jbankfin.2016.07.003

Cuevas-Vargas, H., Cortés-Palacios, H. A., & Lozano-García, J. J. (2021). 
Impact of capital structure and innovation on firm performance. Direct 
and indirect effects of capital structure. Procedia Computer Science, 
199, 1082–1089. https://doi.org/10.1016/j.procs.2022.01.137

Dwiastuti, D. S., & Dillak, V. J. (2019). Pengaruh ukuran perusahaan, leverage, 
kebijakan dividen dan profitabilitas terhadap nilai perusahaan. Jurnal 
Aset (Akuntasi Riset), 11(1), 137–146. https://doi.org/10.47467/reslaj.
v4i2.707

Fang, V. W., Noe, T. H., & Tice, S. (2009). Stock market liquidity and firm 
value. Journal of Financial Economics, 94(1), 150–169. https://doi.
org/10.1016/j.jfineco.2008.08.007

Farah, H., Putri, D., Susyanti, J., & Salim, M. A. (2017). Pengaruh corporate 
social responsibility, struktur modal, dan likuditas terhadap nilai 
perusahaan: Profitabilitas sebagai variabel moderating (studi kasus 
pada perusahaan manufaktur yang terdaftar di BEI periode 2015-
2017. E-Jurnal Riset Manajemen. 

Galleno, L., & Liscano, M. (2013). Revitalizing the self: Assessing the 
relationship between self-awareness and McColl School of Business. 
International Journal of Humanities and Social Science, 3(16), 
62–71. http://ijhssnet.com/journals/Vol_3_No_16_Special_Issue_
August_2013/7.pdf

Ghafran, C., O’Sullivan, N., & Yasmin, S. (2022). When does audit committee 
busyness influence earnings management in the UK? Evidence on the 
role of the financial crisis and company size. Journal of International 
Accounting, Auditing and Taxation, 47, 100467. https://doi.
org/10.1016/j.intaccaudtax.2022.100467

Giriati. (2016). Free Cash Flow, Dividend Policy, Investment Opportunity 
Set, Opportunistic Behavior and Firm’s Value: (A Study About Agency 
Theory). Procedia - Social and Behavioral Sciences, 219, 248–254. 
https://doi.org/10.1016/j.sbspro.2016.05.013

Goodwin, C. J., & Goodwin, K. A. (2013). Research in Psychology Methods 
and Design (7th Ed). John Wiley & Sons, Inc.



96

IQTISHADIA
16,1

Hanoatubun, S. (2020). Dampak COVID-19 terhadap perekonomian 
Indonesia. Journal of Education, Psychology and Counseling, 2(1), 
146–153. https://ummaspul.e-journal.id/Edupsycouns/article/
view/423

Hasbi, H. (2015). Islamic microfinance institution: The capital structure, 
growth, performance and value of firm in Indonesia. Procedia - Social 
and Behavioral Sciences, 211, 1073–1080. https://doi.org/10.1016/j.
sbspro.2015.11.143

Hermuningsih, S. (2012). Pengaruh profitabilitas, size terhadap nilai 
perusahaan dengan sruktur modal sebagai variabel intervening. 
Jurnal Siasat Bisnis, 16(2), 232–242. https://doi.org/10.20885/jsb.
vol16.iss2.art8

Hidayat, A. (2013). Pengaruh kebijakan hutang dan kebijakan deviden 
terhadap nilai perusahaan (Studi empiris pada perusahaan manufaktur 
yang terdaftar di BEI). Jurnal Inovasi Pendidikan Ekonomi (JIPE), 
X, 1–21. https://ejournal.unp.ac.id/students/index.php/akt/article/
view/683

Hirdinis, M. (2019). Capital structure and firm size on firm value moderated 
by profitability. International Journal of Economics and Business 
Administration, 7(1), 174–191. https://doi.org/10.35808/ijeba/204

Ilhamsyah, F. L. (2017). Pengaruh kebijakan dividen, keputusan investasi, 
dan profitabilitas terhadap nilai perusahaan. Jurnal Ilmu Dan Riset 
Manajemen, 6(2), 1–15. http://jurnalmahasiswa.stiesia.ac.id/index.
php/jirm/article/view/720

Irawan, D., & Nurhadi, K. (2016). Pengaruh struktur modal, dan ukuran 
perusahaan terhadap nilai perusahaan. Jurnal Aktual STIE Trisna 
Negara, 4(2), 358–372. https://doi.org/10.47232/aktual.v17i1.34

Jihadi, M., Vilantika, E., Hashemi, S. M., Arifin, Z., Bachtiar, Y., & Sholichah, 
F. (2021). The effect of liquidity, leverage, and profitability on firm 
value: Empirical evidence from Indonesia. Journal of Asian Finance, 
Economics and Business, 8(3), 423–431. https://doi.org/10.13106/
jafeb.2021.vol8.no3.0423

Jogiyanto, H. (2013). Teori portofolio dan analisis investasi (8th Ed). BPFE 
Yogyakarta.

Laksmi, S. D., & Ida Ayu Budiartha, I. K. (2020). Pengaruh kebijakan 
dividen terhadap nilai perusahaan dengan kebijakan hutang sebagai 
variabel moderasi. E-Jurnal Akuntansi, 30(12), 3041. https://doi.
org/10.24843/eja.2020.v30.i12.p04



97

Moderating Effect 

of Profitability

Lubis, I. L., Sinaga, B. M., & Sasongko, H. (2017). Pengaruh profitabilitas, 
sruktur modal, dan likuiditas terhadap nilai perusahaan. Jurnal 
Aplikasi Bisnis dan Manajemen. https://doi.org/10.17358/
jabm.3.3.458

Maslukhah, L. (2017). Pengaruh kebijakan hutang dan kebijakan dividen 
terhadap nilai perusahaan dengan profitabilitas sebagai variabel 
moderasi (studi empiris pada perusahaan properti dan real estate 
yang terdaftar di bursa efek indonesia periode 2014-2016). UIN Syarif 
Hidayatullah Jakarta.

Mousavi Shiri, M., & Roshandel, M. (2015). The relationship between stock 
liquidity risk and financial information quality criteria in Tehran Stock 
Exchange. Iranian Journal of Management Studies, 8(4), 503–521. 
https://doi.org/10.22059/ijms.2015.54999

Oktaviani, R. F., & Mulya, A. A. (2018). Pengaruh struktur modal, dan 
profitabilitas terhadap nilai perusahaan dengan kebijakan dividen 
sebagai moderasi. Jurnal Akuntansi Dan Keuangan FEB Universitas 
Budi Luhur, 7(2). http://dx.doi.org/10.36080/jak.v7i2.768

Olarewaju, O. M., & Msomi, T. S. (2021). Intellectual capital and financial 
performance of South African development community’s general 
insurance companies. Heliyon, 7(4), e06712. https://doi.org/10.1016/j.
heliyon.2021.e06712

Peng, D., Colak, G., & Shen, J. (2023). Lean against the wind: The effect of 
policy uncertainty on a firm’s corporate social responsibility strategy. 
Journal of Corporate Finance, 79, 102376. https://doi.org/10.1016/j.
jcorpfin.2023.102376

Putra, A. N. D. A., & Lestari, P. V. (2019). Pengaruh profitabilitas, likuiditas, 
dan ukuran perusahaan terhadap nilai perusahaan melalui kebijakan 
dividen. E-Jurnal Manajemen Universitas Udayana, 8(5), 3275. 
https://doi.org/10.24843/ejmunud.2019.v08.i05.p25

Putri, J. (2019). Pengaruh struktur modal terhadap nilai perusahaan pada 
perusahaan manufaktur go publik (Studi kasus sektor makanan dan 
minuman). Journal of Chemical Information and Modeling, 53(9), 
1689–1699. https://jom.unri.ac.id/index.php/JOMFSIP/article/
view/11442

Rachmahyanti/OJK. (2021). OJK: Indonesia Islamic Banking grows 
positively amid the pandemic. IDXCHANNEL.COM.

Ramadhi, Amri, A., & Ramdani, Z. (2021). Studi terhadap faktor-faktor yang 
menentukan kinerja seorang karyawan. Jurnal Sains Manajemen, 
7(2), 129–143. https://doi.org/10.30656/sm.v7i2.3064



98

IQTISHADIA
16,1

Riki, M., Tubastuvi, N., Darmawan, A., & Rahmawati, I. Y. (2022). Struktur 
modal, profitabilitas, dan likuiditas terhadap nilai perusahaan dengan 
kebijakan dividen sebagai moderasi. Jurnal Akademi Akuntansi, 5(1), 
62–75. https://doi.org/10.22219/jaa.v5i1.19409

Rompas, G. P. (2013). Likuiditas, solvabilitas dan rentabilitas terhadap nilai 
perusahaan BUMN yang terdaftar di Bursa Efek Indonesia. Jurnal 
EMBA: Jurnal Riset Ekonomi, Manajemen, Bisnis Dan Akuntansi, 
1(3), 252–262. https://doi.org/10.35794/emba.1.3.2013.2014

Rudiawarni, F. A., Sulistiawan, D., & Sergi, B. S. (2022). Is conservatism 
good news? The case of stocks of Jakarta Islamic index. Heliyon, 8(4), 
e09292. https://doi.org/10.1016/j.heliyon.2022.e09292

Sari, I. A. G. D. M. (2020). Profitability and liquidity on firm value and capital 
structure as intervening variable. International Research Journal 
of Management, IT and Social Sciences, 7(1), 116–127. https://doi.
org/10.21744/irjmis.v7n1.828

Sari, M. A., Wati, L. N., & Rahardjo, B. (2020). Peran profitabilitas dalam 
memoderasi pengaruh struktur modal dan kebijakan dividen 
terhadap nilai perusahaan. Jurnal Akuntansi, 9(1), 1–13. https://doi.
org/10.37932/ja.v9i1.92

Sari, R., Muis, M., & Hamid, N. (2012). Pengaruh kepemimpinan, motivasi, 
dan stres kerja terhadap kinerja karyawan pada bank syariah mandiri 
kantor cabang Makassar. Jurnal Analisis, 1(1), 87–93.

Seth, R., & Mahenthiran, S. (2022). Impact of dividend payouts and corporate 
social responsibility on firm value – Evidence from India. Journal of 
Business Research, 146(March), 571–581. https://doi.org/10.1016/j.
jbusres.2022.03.053

Setiawan, S. A. C. (2009). Pengaruh keputusan keuangan terhadap nilai 
perusahaan. Jurnal Ilmiah Manajemen Bisnis, 9(1), 39–54. http://
ejournal.ukrida.ac.id/index.php/IMB/article/view/551

Shuwaikh, F., & Dubocage, E. (2022). Access to the Corporate Investors’ 
Complementary Resources: A Leverage for Innovation in Biotech 
Venture Capital-Backed Companies. Technological Forecasting 
and Social Change, 175, 121374. https://doi.org/10.1016/j.
techfore.2021.121374

Siddiqui, F., YuSheng, K., & Tajeddini, K. (2023). The role of corporate 
governance and reputation in the disclosure of corporate social 
responsibility and firm performance. Heliyon, 9(5), e16055. https://
doi.org/10.1016/j.heliyon.2023.e16055



99

Moderating Effect 

of Profitability
Sintyana, I. P. H., & Artini, L. G. S. (2018). Pengaruh profitabilitas, struktur 

modal, ukuran perusahaan dan kebijakan dividen terhadap nilai 
perusahaan. E-Jurnal Manajemen Universitas Udayana, 8(2), 757. 
https://doi.org/10.24843/EJMUNUD.2019.v08.i02.p07

Škrinjarić, T. (2020). CEE and SEE equity market return spillovers: Creating 
profitable investment strategies. Borsa Istanbul Review, 20, S62–
S80. https://doi.org/10.1016/j.bir.2020.09.006

Suardi, S., Xu, C., & Zhou, Z. I. (2022). COVID-19 pandemic and liquidity 
commonality. Journal of International Financial Markets, Institutions 
and Money, 78(February), 101572. https://doi.org/10.1016/j.
intfin.2022.101572

Sucuahi, W., & Cambarihan, J. M. (2016). Influence of profitability to the 
firm value of diversified companies in the Philippines. Accounting and 
Finance Research, 5(2). https://doi.org/10.5430/afr.v5n2p149

Sukmawardini, D., & Ardiansari, A. (2018). The influence of intitutional 
ownership, profitability, liquidity, dividend policy, debt policy on firm 
value. Management Analysis Journal, 7(2), 211–222. https://journal.
unnes.ac.id/sju/index.php/maj/article/view/24878/11914

Sun, Y., Lu, Z., Bao, Q., Li, Y., & Li, H. (2022). The Belt & Road Initiative 
and the public and private debts of participating countries: The 
role of China’s economic policy uncertainty. Structural Change 
and Economic Dynamics, 60, 179–193. https://doi.org/10.1016/j.
strueco.2021.11.014

Tarjo, T., Anggono, A., Yuliana, R., Prasetyono, P., Syarif, M., Alkirom 
Wildan, M., & Syam Kusufi, M. (2022). Corporate social responsibility, 
financial fraud, and firm’s value in Indonesia and Malaysia. Heliyon, 
8(12), e11907. https://doi.org/10.1016/j.heliyon.2022.e11907

Thaib, I., & Dewantoro, A. (2017). Pengaruh profitabilitas dan likuiditas 
terhadap nilai perusahaan dengan struktur modal sebagai variabel 
intervening. Jurnal Riset Perbankan Manajemen Dan Akuntansi, 
1(1), 25–44. https://doi.org/10.56174/jrpma.v1i1.6

Ulbert, J., Takács, A., & Csapi, V. (2022). Golden ratio-based capital structure 
as a tool for boosting firm’s financial performance and market 
acceptance. Heliyon, 8(March), e09671. https://doi.org/10.1016/j.
heliyon.2022.e09671

Vo, X. V., & Ellis, C. (2017). An empirical investigation of capital structure and 
firm value in Vietnam. Finance Research Letters, 22, 90–94. https://
doi.org/10.1016/j.frl.2016.10.014



100

IQTISHADIA
16,1

Yavar Panah, H. G., Ahmadanuar, M., & Norhan, N. I. (2014). Inputs and 
Outputs in Islamic Banking System. Iranian Journal of Management 
Studies (IJMS), 7(1), 175–188. https://doi.org/10.22059/
ijms.2014.36207

Zahid, R. M. A., Khan, M. K., Anwar, W., & Maqsood, U. S. (2022). The role 
of audit quality in the ESG-corporate financial performance nexus: 
Empirical evidence from Western European companies. Borsa Istanbul 
Review, 22, S200–S212. https://doi.org/10.1016/j.bir.2022.08.011


