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Abstract
The objective of this study was to analyze the effects of enterprise risk management
(ERM) disclosure, leverage, firm size and profitability on firm value, which is proxied
by Tobin’s Q. High corporate value can reflect the shareholders’ wealth. This study
used the Indonesian Capital Market Directory (ICMD). The sample included 32
companies, chosen with nonprobability purposive sampling. This study used a
quantitative approach with descriptive analysis methods and panel data regression
to test hypotheses using the Eviews 10 application. ERM disclosure, leverage and
profitability had a positive and significant influence on firm value, while firm size had
a negative influence on firm value. The implication of this research is that where
ERM has a positive influence on firm value, it is good for companies to increase ERM
disclosure, because the company will be considered to have managed its risks well.
Debt policy variables that are proxied by the Debt to Equity Ratio (DER) and profitability
proxied by ROA had a positive effect on firm value. That is, a higher value of DER
was followed by an increase in the percentage of Return On Assets (ROA), which
increased the firm’s value. However, the company’s size variable which was proxied by
Ln Total Assets had a negative effect on the value of the company, which indicated that
investors dislike company assets that are too high and that are not offset by high profits.

Keywords: Enterprise Risk Management, Leverage, Firm Size, Profitability, Firm Value

1. Introduction

Property and real estate sector companies are companies engaged in the construction
of land and buildings along with facilities and infrastructure to complement them.

However, the property and real estate sector is an industry with characteristics that
are difficult to predict so it has a high risk. As is currently being experienced by the real
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estate sector, it is evidenced by the decline in the growth of the contributor to gross
domestic product (GDP), as seen in Figure1.2:

Figure 1: Real Estate GDP Growth Chart at Current Prices (%) 2014-2018 Second Quarter (source: bps.go.id
(data processed))

Apart from the slowdown in growth, another problem in the property and real estate
sector is its share price, where this sector recorded that share prices tended to decline
in the 2015-2018 period, as seen in Figure 2:

Figure 2: Data on the Movement of the Property and Real Estate Sector Stock Price Index 2015 - 2018
period (Source: yahoo finance (data processed))

The purpose of this study is to determine the value of the company which can
affect investors’ perceptions of the company. The company’s value not only reflects
how intrinsic value is at present but also reflects the prospects and expectations of the
company’s ability to increase its wealth value in the future. In order to increase company
value, managers are expected to be able to manage company finances effectively and
efficiently. Literally, company value is measured from the fair market value of the stock
price. Tobin’s Q is an indicator to measure company performance, especially for firm
value, which shows a management proforma in managing management assets [23].
If the value of Tobin’s Q is between 0-1, it indicates that the company’s shares are
undervalued, whereas if Tobin’s Q shows > 1 it indicates that the market value is greater
than the company value. In addition, the Tobin’s Q value also describes the company’s
performance, if the Tobin’s Q value is more than 1 then the company’s performance
is good, but if the Tobin’s Q value is less than 1 then the company’s performance

DOI 10.18502/kss.v5i5.8850 Page 664



ICOEN

is considered to be less than good. The greater the Tobin’s Q value, the better the
company’s performance.

In the property and real estate industry, one of the risks that must be faced is financing
or sources of funds, where the main source of funds in this sector is generally obtained
through credit in the banking sector while this sector operates using fixed assets. In
addition, there is a risk of rupiah depreciation, this occurs because many property
issuers have debt in the form of US dollar bonds, this has the potential to erode the
company’s cash. According to Moody’s research, several companies such as MDLN,
ASRI, BSDE, PWON, LPKR and APLN have this risk.

Several previous studies regarding the effect of ERM on firm value have been con-
ducted, including research [20], which showed that the ERM variable had a positive and
insignificant effect on firm value (firm value). Research Li, et al.[19], concluded that the
ERM variable has a positive and insignificant effect on firm value. Research by Tahir
and Razali [31], concluded that ERM has a positive and insignificant effect on firm value.
Meanwhile, research conducted by Hoyt and Lienbenberg [14], concluded that the ERM
variable has a positive and significant effect on firm value. The application of the ERM
system is seen as a value driver and not a cost for the company. Rizqia et al. (2013)
in Suwardika and Mustanda [30] state that the factors that in principle affect firm value
are leverage, company size, and profitability. In this study, debt policy, firm size and
profitability are used as independent variables that affect firm value.

Based on Table 1 below, it can be seen that the company value is calculated by
the Tobin’s Q ratio of several companies, namely Agung Podomoro Land (APLN), Bukit
Darmo Properti (BKDP), Bumi Serpong Damai (BSDE), Ciputra Development (CTRA) and
Lippo Karawaci. (LPKR) tends to experience a decline in 2016-2018 on the Indonesia
Stock Exchange. This could be due to a decrease in equity, which is very likely an
indication that the company is losing money. If the company continues to lose, it
is not impossible that the company’s equity will be negative so that the Tobin’s Q
ratio is negative. In addition, it could also be caused by the decline in the quality and
fundamental performance of the issuer concerned.

The fact that what happened was that the DER at Bukit Darmo Properti (BKPD)
increased in 2016- 2017 but the company value decreased. Furthermore, DER Ciputra
Development Tbk (CTRA) increased in 2016-2018 but the value of the company
decreased. This is not in accordance with MM Theory (Merton Miller and Franco
Modigliani) which states that an increase in debt can increase company value if it has
not reached its optimal point, this is reinforced by the Trade Off Theory which explains
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TABLE 1: Samples of Tobin’s Q, DER, Ln Total Assets, and ROA data from several property and real estate
companies listed on the IDX 2016-2018

Source: www.idx.co.id, 2018 (data processed)

that the use of debt can reduce tax burdens and company agency costs (Brigham &
Houston, 2013).

For the size of the company, Agung Podomoro Land (APLN) from 2016-2018 contin-
ued to increase while the company value continued to decline. Bumi Serpong Damai
(BSDE) and Ciputra Development (CTRA) experienced the same thing, where company
size continued to increase but company value decreased. Whereas in Lipo Karawaci
(LPKR) the size of the company continued to increase from 2016-2017 but the company
value decreased. The above is not in accordance with the theory of Pangemanan and
Mawikere (2011) company size also determines the level of investor confidence. Which
will increase the value of the company.

Next is the profitability (ROA) of several property and real estate companies listed
on the Indonesia Stock Exchange. It is known that the ROA of Agung Podomoro Land
Tbk (APLN) increased in 2016- 2017 but the company value decreased. The ROA of
Bukit Darmo Properti (BKDP) decreased even negatively in 2017-2018 but the company
value increased. ROA Bumi Serpong Damai (BSDE) increased in 2017 -2018 but its
company value decreased. The same thing happened to Lippo Karawaci (LPKR) where
the company value increased in 2016-2017 but the company value decreased. Of course
this fact is not in accordance with the statement according to Brigham and Houston
(2013) which states that increased profitability will increase investor interest in the
company’s stock price so that the company’s value will also increase.

2. Methods and Equipment
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2.1. Methods

The population in this study were property and real estate sector companies listed on
the IDX for the period 2016 - 2018 which consisted of 32 companies, so the amount of
data that could be taken and used was 96 data.

The list of companies included in the sample of this study are as follows:

TABLE 2: List of Property and Real Estate Sector Companies

No KODE EMITEN Nama perusahaan

1 APLN Agung podomoro land Tbk

2 ASRI Alam sutera reality Tbk

3 BEST Bekasi fajar industrial estate

4 BIKA Bina karya jaya abadi

5 BIPP Bhuwanatala indah permai

6 BKDP Bukit darmo property

7 BSDE Bumi serpong damai

8 COWL Cowell development

9 CTRA Ciputra development

10 DART Duta anggada realty

11 DILD Intiland development Tbk

12 DMAS Puradelta lestariTbk

13 DUTI Duta pertiwiTbk

14 EMDE Megapolitan development Tbk

15 FMII Fortunemate Indonesia Tbk

16 GPRA Perdana Gapura Prima

17 GWSA Greenwood Sejahtera

18 JRPT Jaya Real Property

19 KIJA Kawasan Industri Jababeka

20 LPCK Lippo Cikarang

21 LPKR Lippo Karawaci

22 MDLN Modern land Realty

23 MTLA Metropolitan Land

24 OMRE Indonesia Prima Property

25 PPRO PP Property

26 PLIN Plaza Indonesia Realty

27 PWON Pakuwon Jati

28 RBMS Rista Bintang Mahkota Sejati

29 RODA Pikko Land Development

30 SCBD Dadanayasa Arthatama

31 SMRA Summarecon Agung

32 TARA Sitara Propertindo

Source: www.idx.co.id, 2018 (data processed)
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2.2. The conceptual framework

The conceptual framework is a conceptual model of how theory relates to several
factors that have been identified as important issues. The independent variable of this
study is Enterprise Risk Management with independent control variables of debt policy,
company size, profitability, company growth and interest rates. While the dependent
variable in this study, namely firm value.

The conceptual framework of this research can be described as follows:

Figure 3: Conceptual framework

2.3. Research Hypothesis

Based on the background of the problem, problem formulation and conceptual frame-
work, the hypotheses in this study are:

H1: Enterprise risk management (ERM), debt policy (DER), company size (Size), and
profitabilitysimultaneously affect firm value in property and real estate sector companies
listed on the IDX.

H2: Enterprise risk management has a positive effect on firm value in property and
real estate sector companies listed on the IDX.

H3: Debt policy has a negative effect on firm value in property and real estate sector
companies listed on the IDX.

H4: Company size has a positive effect on firm value in property and real estate
sector companies listed on the IDX.

H5: Profitability has a positive effect on firm value in property and real estate sector
companies listed on the IDX.
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The operational definition and measurement of variables in this study are:

TABLE 3: Operational Definition of Variables

Source: data processed

To determine the relationship between the dependent variable and the independent
variable, the statistical analysis used is panel data regression analysis. The multiple
linear regression equation model in this research is as follows:

𝑌 = 𝛽𝑜 + 𝛽1𝑋1 + 𝛽2𝑋2 + 𝛽3𝑋3 + 𝛽4𝑋4 + 𝜖

The dependent variable in this study is Firm Value, while the independent variable
is Enterprise Risk Management (ERM), Debt Policy, Company Size, and Profitability, as
follows:

Information:

Y = Company Value (Tobins’Q) βo = Constant

β1 = Enterprise Risk Management regression coefficient (ERM)

β2 = Debt Policy regression coefficient (DER)

β3 = Firm Size regression coefficient (Size)

β4 = Profitability regression coefficient (ROA)

X1 = Enterprise Risk Management (ERM)

X2 = Debt Policy (DER)

X3 = Company Size (Size)

X4 = Profitability (ROA)
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𝜖 = error term
To provide certainty that the regression equation obtained has accuracy in estimation,

is unbiased and consistent, classical assumption testing is used which consists of the
multicolinearity test, autocoleration test, heteroscedasticity test and normality test.

After obtaining the data needed in this study, then the hypothesis testing was carried
out consisting of the Simultaneous Test (F Test) with a significance level of 5%, Partial
Regression Test (t test) and the Coefficient of Determination (R2) to measure how far
the model was capable and explain variations. The small value of R2 means that the
ability of the independent variables to explain the variation in the dependent variable
is very limited.

3. Results

The panel regression model used is the fixed effect model which is selected based on
the results of the Chow and Hausman test. The estimation results of panel regression
with a fixed effect model are presented in the following table:

Table of Fixed Effect Model Panel Regression Estimation Results:

Figure 4: Source: The results of processing using Eviews 10, 2019

Based on the table above, the panel data multiple regression equation is as follows:

Y = 15.91094 + 3,223479ERM + 0.137907DER - 0.586180LnTA + 0.784945ROA
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Based on the multiple linear regression equation, the following is the interpretation
of the regression equation model:

1. A constant of 15.91094 means that without considering the independent variable,
Tobin’s Q value will increase by 15.91094.

2. Variable X1 (ERM) has a coefficient value of 3,223479, meaning that each addition
to the ERM variable of 1 unit, assuming other variables are considered constant,
will increase Tobin’s Q value of 3,223479.

3. The variable X2 (DER) has a coefficient value of 0.137907, meaning that each
addition to the DER variable of 1 unit, assuming the other variables are considered
constant, will reduce the Tobin’s Q value by 0.137907.

4. The company size X3 variable (Size) has a coefficient value of -0.586180 means
that each addition to the company size variable (Size) by 1 unit, assuming the other
variables are considered constant, will decrease Tobin’s Q value by -0.586180.

5. The variable X4 (ROA) has a coefficient value of 0.784945, meaning that each
addition to the company size variable (Size) is 1 unit, assuming other variables are
considered constant, will reduce Tobin’s Q value by 0.784945.

3.1. F Statistical Test (Simultaneous Test)

Table of F statistical test results (F test)

Based on the table above, it is known that the calculated F-statistic value is 187.5823
with a probability value of 0.000000. From these data it can be concluded that the F-
statistic count > F-table statistic and the probability value < 0.05 so that hypothesis 1 is
accepted and simultaneously the independent variable of enterprise risk management,
debt to equity ratio, company size and return on assets have a significant effect. to the
dependent variable firm value (Tobin’s Q).

3.2. Partial Test (t-test)

Table partial test results (t test)

Based on the table above, it is known that:

1. Hypothesis testing 2:
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Figure 5: Source: The results of processing using Eviews 10, 2019

Figure 6: Source: The results of processing using Eviews 10, 2019

The effect of enterprise risk management on firm value (Tobin’s Q). It is known that
the probability value of the enterprise risk management variable is 0.0000 <0.05,
it can be concluded that enterprise risk management has a significant effect on
the level of firm value (Tobin’s Q), thus hypothesis 2 is accepted.

2. Hypothesis testing 3:

The effect of debt to equity ratio on firm value (Tobin’s Q). It is known that
the probability value of variable debt to equity ratio is 0.0447 <0.05, it can be
concluded that the debt to equity ratio has a significant effect on the level of firm
value (Tobin’s Q). 3 accepted.
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3. Hypothesis testing 4:

The effect of firm size (Size) on firm value (Tobin’s Q). It is known that the probability
value of the firm size variable (Size) is 0.0000 <0.05, it can be concluded that the
size of the company (Size) has a significant effect on the level of firm value (Tobin’s
Q), thus hypothesis 4 is accepted.

4. Hypothesis testing 5:

Effect of return on assets on firm value (Tobin’s Q). It is known that the probability
value of variable return on assets is 0.0361 <0.05, so it can be concluded that
return on assets has a significant effect on the level of firm value (Tobin’s Q), thus
hypothesis 5 is accepted.

3.3. Coefficient of Determination (R²)

Table of Determination Coefficient Test Results (R2)

Figure 7: Source: The results of processing using Eviews 10, 2019

Based on the table above, it is known that the adjusted R-square value is 0.986699 or
0.987. This value shows that enterprise risk management, debt to equity ratio, company
size (size) and returns on assets are able to explain or provide information on firm value
(Tobin’s Q) of 98.7% while the remaining 1.3% is explained by other variables in outside
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research that is not included in research that can affect the level of firm value (Tobin’s
Q).

4. Discussion

The Influence of Enterprise Risk Management (ERM), Debt to Equity Ratio (DER), Com-
pany Size (Size) and Return on Assets (ROA)

Based on the simultaneous test results (Test F), it shows significant results, namely
0.00 <0.05, it can be concluded that:

Enterprise risk management (ERM), debt policy (DER), company size (Size) and prof-
itability (ROA) have a significant effect on firm value (Tobin’s Q). This means, Enterprise
risk management (ERM) which is implemented by the company comprehensively to
manage all types of risk in all business lines has been carried out properly. Disclosure
of ERM in companies will increase the value of the company, because investors consider
the company to have managed the risks well.

Debt to equity ratio (DER) has a positive effect, That is, the higher the value of the
Debt to Equity Ratio (DER), it will increase firm value

Company Size (Size) Companies with large sizes generally have more diversified
businesses and have easier access to the capital market. Investors consider the existing
diversification to be an obstacle for the company.

High Return on Assets (ROA) will make investors look to a company because a high
ROA shows the amount of the company’s net profit that is ready to be distributed to all
shareholders. This creates a positive market response so that it will have an effect on
increasing the value of Tobin’s Q.

4.1. The Effect of Enterprise Risk Management on Firm Value

Based on the results of the t statistical test (t test), it can be concluded that the
variable Enterprise Risk Management (ERM) disclosure has a positive and significant
effect on firm value. The results of this study are consistent with research Prasetyorini
[23], which states that the disclosure of Enterprise Risk Management has a positive
and significant effect on firm value. This means that the wider the Enterprise Risk
Management disclosure items disclosed by the company, the more the company value
will be increased. Adequate ERM disclosure is needed by investors to minimize the level
of risk and uncertainty. The broader ERM disclosure is considered positive by investors,
because the more Enterprise Risk Management disclosure items are disclosed, it shows
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that the company has a better commitment to risk management. The positive response
given by investors to the company will have an impact on increasing the value of the
company.

4.2. The Effect of Debt to Equity Ratio on Firm Value

Based on the results of the t statistical test (t test), it shows that the debt to equity ratio
(DER) has a significant positive effect on firm value. The positive influence shown by
DER indicates that the company is able to manage its debt well so that it can increase
the value of the company. This result is in line with the results of previous research
conducted by Gill [11], which found that DER has a positive and significant effect on firm
value. The company’s value will be high if the level of debt incurred by the company
is still within reasonable limits, and if the company’s debt level exceeds the limit, the
company’s value will decrease because there are a lot of interest expenses that the
company must pay to creditors and it will reduce the interest of investors to invest
and reduce the value of the company. this can also have an impact on the company’s
bankruptcy. A positive response from the market indicates that the debts owned by
the property and real estate sector companies are still reasonable, and are able to be
repaid by the company. The results of this study also support Miller and Modigliani’s
debt policy theory which states that an increase in debt can increase company value if
it has not reached its maximum risk (Brigham & Houston, 2013)

4.3. The Effect of Firm Size on Firm Value

Based on the results of the t statistical test (t test), it can be concluded that the variable
company size (size) has a regression coefficient that shows a negative number, which
means that company size has an opposite relationship to firm value. The bigger the
company size, the lower the company value. Assets or assets are the total assets of
the company which include, among others, equity, retained earnings, and debt from
external parties. When debt dominates the composition of total assets, the asset is
considered to be at risk so that even though total assets are large, total assets that are
dominated by debt reduce the value of the company as measured by Tobin’s Q. This
result is in line with research conducted by Tahir and Razali [31]. Based on this theory,
the size of the company which is proxied by total assets indicates that the number of
company assets is deposited, and this makes investors perceive that the assets owned
by the company do not rotate properly, tend to settle so that it is not profitable.
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4.4. Profitability Against Company Value

Based on the output of the t statistical test (t test), it can be concluded that the variable
profitability (ROA) has a positive and significant effect on firm value. The results of
this study are in line with the research results of Rudangga and Sudiarta [24] which
prove that profitability has a significant positive effect on firm value. The significant
results indicate that the higher the company’s profitability, the higher the firm’s value.
This reflects the effectiveness and efficiency of the company in generating profits in
using its assets. The greater the value, the greater the level of profit achieved by the
company and the better the position of the company in terms of the use of its assets.
The existence of a high company profit shows the company’s performance is good and
has a long-term prospect, so that it can attract investors to buy shares. An increase in
stock prices can reflect a good corporate image. Investors like this, of course, because
they are considered to be buying companies that are able to generate profits, and will
generate profits in the future.

5. Conclusion

Based on the results of testing and discussion on property and real estate sector
companies listed on the Indonesia Stock Exchange (BEI) 2016-2018, it can be concluded
that:

1. Enterprise Risk Management (ERM) partially has a positive and significant effect on
company value (Tobin’s Q). This can be seen from the t-count value of 4.5564with a
significance or probability value of 0.0000 <0.05. The more ERM disclosure items
published by the company, the higher the company’s value. These results also
indicate that the broad voluntary ERM information published by companies has a
positive response by the market because the market believes that ERM disclosure
can be used as one of the relevant information in predicting the future and going
concern. The results of this study are in line with signaling theory. ERM information
aimed at the company is a form of good commitment from management regarding
the company’s risk management, therefore ERM disclosure is good news that can
be used as a positive signal, because through ERM information investors will also
be able to assess the company’s prospects.

2. Partially Debt to Equity Ratio (DER) has a positive and significant effect on company
value (Tobin’s Q). This can be seen from the t-value of 2.0596 with a significance
or probability value of 0.0000 <0.05. The positive effect of DER means that
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using large debt indicates that the company has many opportunities to expand or
develop, and the profits for investors are getting better so that investors will be
interested in buying company shares. The increase in demand for shares causes
the stock price to rise and can make the company value increase.

3. Company size (Size) partially has a negative and significant effect on company
value (Tobin’s Q). This can be seen from the t-count value of -8.8237 with a
significance or probability value of 0.0000<0.05. This is contrary to the hypothesis
which explains that firm size has a positive effect on firm value. Assets in a
property company consist of land, buildings and infrastructure, office equipment,
project equipment, then machinery and equipment, the majority of which consists
of land, buildings and infrastructure. Investors tend to avoid companies whose
assets increase without an increase in profits, because assets such as buildings
and infrastructure require maintenance costs.

4. Return on Asset (ROA) partially has a positive and significant effect on company
value (Tobin’s Q). This can be seen from the t-value of 2.1538 with a significance or
probability value of 0.0361 < 0.05. The significant results indicate that the higher
the company’s profitability, the higher the firm’s value.

5. The determination coefficient test results obtained an Adjusted R2 value of 0.987
indicating that 98.7% of Tobin’s Q dependent variable can be explained by vari-
ations in the independent enterprise risk management variable, debt to equity
ratio, company size and return on assets, 3% is explained by other variables not
included in the study, such as dividend policy.
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