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Abstract. This study aims to examine the effect of profitability ratios, profitability ratios, and
profitability ratios leverage and liquidity ratios to company value in coal mining companies listed
on the Indonesia Stock Exchange for the period 2018-2022. The indicators used to measure
profitability are Return on Assets (ROA), leverage using Debt to Equity Ratio (DER) and liquidity
using Current Ratio (CR), while company value uses Tobin’s Q (Rasio Q). The type of research
used is associative research with a quantitative approach. The population in this study were all
coal mining companies listed on the Indonesia Stock Exchange with the sampling method,
namely purposive sampling, Based on the criteria set, a total of 15 company samples were
obtained. The data collection technique uses documentation technigues, while the data
analysis method uses multiple linear regression analysis using the SPSS program. Based on the
test and analysis of the research results, it shows that the profitability and leverage has a
positive and significant effect on firm value, while liquidity has a positive and insignificant effect
on firm value.

Keywords: Profitability, Leverage, Liquidity, Firm Value.

1. Introduction

Firm value reflects the perception of shareholders or investors regarding a
company's worth, often associated with the company's share price [1]. Researchers
commonly measure firm value using the Q Ratio or Tobin’s Q, which is calculated by
dividing the market value of a company by the replacement cost of its assets. One of the
main advantages of the Q Ratio is its ability to account for intangible assets, providing a
more comprehensive assessment of a company's value [2]. Additionally, this ratio reflects
the company's prospects and market speculations, offering insights beyond mere
tangible assets.

Several factors influence firm value, despite the comprehensive analysis of both
internal and external aspects of the company, including profitability, liquidity, and
leverage. According to Brastama and Yadnya [3], the profitability ratio measures a
company's ability to maximize profits through various resources such as sales activities,
cash, capital, workforce, branches, and other operations that enhance profitability.
Leverage, on the other hand, assesses the extent of funds provided by creditors,
comparing total debt to the company's overall assets [4]. During the Covid-19 pandemic,
in 2020 the Jakarta Composite Index (JCl) was shaken by the pandemic which had a
domino effect on company performance causing the JCI to fall by 5.09% [5]. However, JCI
was able to rise in 2021 by 10.08%. The rapid transmission of the virus has made the
Indonesian government implement a policy of lockdown or large-scale social policies
(PSBB) in order to suppress the spread of the Covid-19 virus [6]. The policy also has an
impact on coal mining companies where many coal mining companies are forced to have
coal mining activities closed or temporarily postponed. The decline in mining activity
causes investors to be on guard in investing so that it is possible that a decrease in
company value can occur.
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Table 1 Average
Development of

Coal Mining
Company Value

[71

Table 2 Average
Development of
ROA (100%), DER
(times) and CR
(times) of Coal
Mining Companies

(8]
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Year N Average Tobin's Q (times) Change (%)
2018 15 32,146.22 NA
2019 15 9,936.29 -69.09
2020 15 13,148.17 32.33
2021 15 13,137.15 -0.08
2022 15 23,583.73 79.51

From the table of average company value using Tobin's Q when viewed as a whole
over the past 5 years, it can be seen that the average change tends to be unstable. In
2022 the average Tobin's Q recorded the largest change over 5 years with a change of
79.51%. 2019 was a year when the company value decreased by 69.09%, this coincided
with the trade war between the United States and China which was also followed by the
emergence of the covid-19 pandemic virus outbreak. The change began in 2020 by
32.33%, where that year was a transitional year after the occurrence of covid-19. This
change is considered quite significant, although in 2021 it must go through adjustments
so that there is a decrease of 0.08%. This increase indicates that the company's
performance is getting better, which is supported after the occurrence of covid-19 where
the policy is implemented lockdown has been relaxed so that coal mining activities can
start operating again.

Description Year N Average Change (%)
2018 15 11.76 NA
2019 15 6.08 -48.30
ROA 2020 15 6.38 4.93
2021 15 16.10 152,35
2022 15 26.63 65,40
2018 15 3.48 NA
2019 15 1.63 -53.16
DER 2020 15 3.21 96.93
2021 15 1.61 -49.84
2022 15 1.02 -36.64
2018 15 1.50 NA
2019 15 2.13 42
CR 2020 15 2.29 7.51
2021 15 2.05 -10.48
2022 15 1.91 -6.83

In the average development table above, it can be seen in the ROA section for 5
years that coal mining companies are able to generate net profit which is recorded on
average above 30%, in other words that in every $ 100 of assets, the company is able to
generate net profit as much as>30% [3]. This is in line with the average ROA value which
has increased from year to year for these 5 years [9]. In the CR section for the last 5 years,
the average company has also been able to optimize its short-term debt for 5 years. This
can be seen from the average CR ratio which is at 2 times, which shows that the company
is able to optimize the current assets owned by the company. When viewed as a whole,
the average CR tends to decrease, this indicates that the company is getting better at
utilizing current assets against the company's current debt. Company value is very
important to be considered by investors in investing [10].

Coal mining companies are a sector of companies that are considered to be able to
survive and compete in the era of trade wars between the United States and China as
well as the pressure from the occurrence of policy lockdown due to the covid-19
pandemic [11]. Although it is not a company classified in the Health sector, coal mining
companies are able to survive and rise from the effects of these 2 cases [12]. 2019 was

© M Farij, and L Wardani



Licensee: Tinta Emas Institute

the toughest year for the company and investors because the company experienced a
high decline of 69.09%. However, in the following years the company was able to rise
from these two problems, where in the last year the company experienced a fairly high
increase in value of 79.51% [13]. According to Manullang et al. [14] profitability has a
positive and significant effect on firm value. The results of this study differ from research
conducted by Claessens et al. [4] which states that profitability has a negative and
significant effect on firm value.

According to Nahar et al. [15] variables leverage provides a significant positive
effect on firm value. The results of this study are not in line with the results of research
conducted by Sari and Sedana [16] leverage provides a negative and significant influence
on firm value. Moreover the liquidity variable has a positive effect on firm value. The
results of this study are not in line with the results of research found by Razali et al. [17]
liquidity variables have a negative effect on firm value. Based on the phenomenon and
some of the research results, researchers are interested because of the differences in the
results of each study, making it interesting to study. Company growth is the result of
management work that can support an increase in company value, where financial
aspects such as profit and debt levels are important factors to consider. From this, it can
be found that the problem in this study is whether the profitability factor is important.,
leverage and liquidity have a positive and significant effect on the value of coal mining
companies listed on the Indonesia Stock Exchange.

2. Methods

The problem in this study reflects the nature of the relationship between variables
that are interrelated with each other. The nature of this relationship is suitable for
research using the Associative Research method with a Quantitative approach [18].
Associative research is research that examines the relationship between two or more
variables to build a theory that functions to explain, predict, and control certain
symptoms. The variables to be tested for their influence are Profitability, Leverage, and
Liquidity on Firm Value in coal mining companies listed on the IDX for the 2018-2022
period. The object of this research is coal mining companies listed on the Indonesia Stock
Exchange (IDX) during the 2018-2022 period. Based on references from
www.idnfinancials.com, There are 29 coal mining companies listed on the IDX, and
through purposive sampling, 15 companies were selected as samples that met the
research criteria for five years. The population of this study is 29 coal mining companies
listed on the IDX. Data was collected through a literature survey by collecting data from
books, notes, journals, and related reports. The secondary data used is the financial
statements of coal mining companies for the period 2018-2022.

The research sample consists of 15 companies that meet the established sample
selection criteria. The sampling technique used is Non-Probability Sampling with
Purposive Sampling method, where researchers select samples based on research
objectives. While the data collection technique used is documentation study. The data
collection tool is a documentation instrument that helps researchers collect data
systematically. This study uses quantitative data that answers research questions with a
structured design. The data source is secondary data in the form of financial reports of
coal mining companies listed on the IDX as of December 31, which are published.
Research variables include Firm Value (dependent variable), Profitability (X1), Leverage
(X2), and Liquidity (X3) as independent variables. Company Value is measured using
Tobin's Q, Profitability is measured by ROA, Leverage is measured by DER, and Liquidity
is measured by Current Ratio (CR).
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The data analysis procedure begins with descriptive analysis of variables. The
classical assumption test includes normality test, multicollinearity test, heteroscedasticity
test, and autocorrelation test to ensure that the data meets the requirements for
regression analysis. Furthermore, multiple linear regression analysis is used to determine
the effect of independent variables on the dependent variable. The multiple linear
regression formulation is ¥ = a + f1X1 + 2X2 + B3X3 + e [19]. Hypothesis
proving is done with the F test to test the feasibility of the model and the t test to test
the significance of each independent variable on the dependent variable. The coefficient
of determination test (Adjusted R Square) is used to see the influence of the independent
variable on the dependent variable.

3. Result and Discussion
3.1 Company Value

Company value is a benchmark for investors against the company's management
performance in managing all company resources. The method used to measure the value
of this company is Tobin’s Q. Q ratio or Tobin’s Q is the company value obtained by
dividing market value of asstes with total book value of asstes. The Q ratio is a means of
estimating whether the market value of a company is experiencing undervalued or
overvalued. Tobin’s Q can be expressed in the following formula.

Market Value of Equity + Total Debt

Q = Total Assets (1)

Company Period Average
No CompanyCode — ,y18 5019 2020 2021 2022 (times)
1  ADRO 0.73 0.94 0.88 1.09 1.14 0.96
2 BUMI 1.82 1.36 1.51 1.26 1.2 1.43
3 PTBA 2.4 1.45 1.64 1.19 1.31 1.60
4 ITMG 1.42 1.04 1.23 1.25 1.35 1.26
5 DSSA 0.76 0.77 0.75 1.3 0.85 0.89
6 HRUM 0.75 0.71 1.17 2.42 1.39 1.29
7 INDY 0.85 0.84 0.93 0.92 0.89 0.89
8 MBAP 1.7 1.14 1.52 1.41 2.19 1.59
9 PTRO 0.87 0.83 0.87 0.8 0.97 0.87
10 TOBA 1.05 0.97 1.04 1.34 0.89 1.06
11 SMMT 0.96 0.83 0.86 0.65 1.8 1.02
12 KKGI 1.11 1.05 1.14 1.01 1.16 1.09
13 ARl 1.56 1.34 1.21 1.08 1 1.24
14 FIRE 20.46 1.13 3.6 1.65 1.04 5.58
15 BYAN 4.47 3.38 2.73 2.84 12.07 5.10
Average 2.73 1.19 141 1.35 1.95 1,72

In table 3, it can be explained that the average company value in coal mining
companies as measured using Tobin’s Q is 1.72. This value indicates that the company is
able to optimize its performance efficiently. Although it has decreased from year to year,
at the end of the 5-year period, the company was able to rise with a fairly high average
value, indicating that the management of coal mining companies is able to manage their
company's performance effectively.

3.2 Profitability

The profitability ratio used in this study is the Return on Assets Ratio or Return On
Assets Ratio (ROA). ROA ratio is a ratio used in measuring the percentage level of profit
from net profit after tax divided by the company's total assets. Return On Assets Ratio
can be expressed in the following formula.
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RoA = (M) x100% @
Table 4 Company Company Period Average
Calculation ~ NO Code 2018 2019 2020 2021 2022 (%)
Results ofRetum 1 ADRO 6.76 6.03 2.48 13.56 26.26 11.02
Mining Companies 2 BUMI 4.05 0.26 -9.84 5.29 12.40 2.43
3 PTBA 21.31 16.00 10.01 22.25 28.17 19.55
4 ITMG 17.94 10.46 3.26 28.53 45.43 21.12
5 DSSA 3.57 1.93 -2.00 8.82 20.27 6.52
6 HRUM 8.59 0.56 12.09 11.26 29.70 12.44
7 INDY 2.67 0.14 -2.96 1.72 14.21 3.16
8 MBAP 29.00 18.33 15.09 39.02 58.52 31.99
9 PTRO 4.17 5.68 0.79 0.72 6.90 3.65
10 TOBA 13.57 6.89 4.64 7.65 10.44 8.64
11 SMMT 10.23 0.72 -2.65 23.77 34.06 13.23
12 KKGI 0.41 428 -3.82 17.40 22.95 8.24
13 ARII -8.07 -1.52 -4.55 0.25 5.81 -1.62
14 FIRE -0.51 0.08 -0.19 9.29 -25.99 -3.46
15 BYAN 45.56 18.33 21.27 52.02 58.34 39.10
Average 10.62 5.88 291 16.10 23.16 11.73

In table 4, it can be explained that the average profitability of coal mining
companies as measured using return on asstes is 11.73%, with annual average changes
that tend to increase. The ROA value of 11.73% indicates that the company's profitability
is in good condition. This implies that the company's performance is good in maximizing
company profits.

3.3 Leverage

The leverage ratios used in this study are Debt to Equity Ratio (DER). The DER ratio
is a ratio that measures the company's ability to use all or total corporate debt with total
equity owned by the company. Debt to Equity Ratio can be expressed in the following

formula.
Total Debt
DER = m (3)
Table 5 Company Period Average
Calculation No Company Code )¢ 2019 2020 2021 2022 (times)
Results Debt to
Equity RatioCoat 1 ADRO 0.60 0.81 0.61 070 0.65 0.67
Mining Company 2 BUMI 6.76 6.26 24.85 5.53 0.59 8.80
3 PTBA 0.49 0.42 0.42 0.49 0.57 0.48
4 ITMG 0.49 0.37 0.37 0.39 0.35 0.39
5 DSSA 1.24 1.27 0.83 0.72 1.15 1.04
6 HRUM 0.20 0.12 0.10 0.34 0.29 0.21
7 INDY 2.26 2.46 3.03 3.18 1.68 2.52
8 MBAP 0.40 0.32 0.32 0.29 0.22 0.31
9 PTRO 191 1.59 1.62 1.05 1.00 1.43
10 TOBA 1.33 1.40 1.65 1.42 1.12 1.38
11 SMMT 0.70 0.49 0.56 0.29 0.16 0.44
12 KKGI 0.35 0.35 0.36 0.36 0.38 0.36
13 ARII 34.06 6.90 11.79 8.45 5.39 13.32
14 FIRE 0.77 0.60 0.73 0.61 0.70 0.68
15 BYAN 0.70 1.06 0.88 0.31 0.98 0.79
Average 3.48 1.63 3.21 1.61 1.02 2.19
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Table 5 shows that the average leverage in coal mining companies as measured
using debt to equity ratio is 2.19 with an annual average change that tends to decrease.
The DER value of 2.19 indicates that the company's leverage is in a less than optimal
condition. This value implies that the company's performance is less than optimal in
utilizing the use of debt owned by the company, so that the company's value is unable to
increase efficiently.

3.4 Liquidity
The liquidity ratios used in this study are Current Ratio or Current Ratio Current
Ratio (CR). Current Ratio can be expressed in the following formula.

Current assets
CR = o ent tiabitities )
Company Period Average

No  CompanyCode  ,5¢ 2019 2020 2021 2022 (times)
1 ADRO 1.96 1.71 1.51 2.08 2.17 1.89
2 BUMI 0.40 0.39 0.31 0.27 0.84 0.44
3 PTBA 0.24 2.49 2.16 2.43 2.28 1.92
4 ITMG 1.97 2.03 2.03 2.71 3.26 2.40
5 DSSA 1.22 1.30 1.55 1.70 1.36 1.43
6 HRUM 4.56 9.22 10.07 3.07 2.30 5.84
7 INDY 2.18 2.01 1.97 1.84 1.70 1.94
8 MBAP 2.64 3.60 3.74 3.98 5.36 3.86
9 PTRO 1.69 1.52 1.57 1.38 1.16 1.46
10 TOBA 1.22 0.92 0.73 1.74 1.98 1.32
11 SMMT 0.33 0.61 0.58 2.13 1.07 0.94
12 KKGI 1.48 2.17 2.32 242 2.58 2.19
13 ARII 0.23 0.24 0.21 0.44 0.72 0.37
14 FIRE 1.17 2.80 2.33 1.39 0.49 1.64
15  BYAN 1.24 0.89 3.25 3.13 1.31 1.96

Average 1.50 2.13 2.29 2.05 191 1.97

Table 6 explains that the average liquidity of coal mining companies as measured
using the current ratio is 1.97 with annual average changes that tend to fluctuate. The CR
value of 2.19 indicates that the company's liquidity is in good condition. This implies that
coal mining companies are able to manage current assets against the company's current
liabilities.

3.5 Descriptive Statistical Analysis Results

N Minimum Maximum Mean Std. Deviation
Tobin's Q 75 0.60 1,82 1.1364 0.29381
ROA 75 -25.99 52.02 11.4664 14.73357
DER 75 0.10 6.90 1.4688 1.87987
CR 75 0.33 4.22 2.0407 0.92412

Based on table 5, it can be seen that the descriptive statistics with a sample size of
15 companies on the Company Value variable proxied using the Q Ratio or Tobin’s Q has
a minimum value of 0.60 and a maximum value of 1.82. The average company value
owned by these 15 coal mining companies shows positive results where the value is 1.13.
The standard deviation value owned by the company value is 0.29 where the value is
brought to the average so that it can be interpreted that the Q Ratio or Tobin’s Q has low
data variation. Profitability variable proxied using Return on Assets (ROA) has a minimum
value of -25.99 and a maximum value of 52.02. The average ROA data owned by these 15
companies is 11.46. Where this shows that each $ 1 the company's assets can generate
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Table 8 Multiple
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$11.46 of profit. The standard deviation value owned by profitability is 14.73. Where this
value is above the average so it can be interpreted that Return on Assets has high data
variation.

Variables Leverage which is proxied using Debt to Equity Ratio (DER) has a minimum
value of 0.10 and a maximum value of 6.90. The average DER data owned by these 15
companies is 1.46. Where this shows that every S 1 of capital or assets owned by the
company is used to finance $ 1.46 of the company's liabilities. The standard deviation
value owned by leverage is 1.87. Where this value is above the average so that it can be
interpreted that Debt to Equity Ratio has high data variation. Liquidity variable proxied
using Current Ratio (CR) has a minimum value of 0.33 and a maximum value of 4.22. The
average CR data owned by these 15 companies is 2.04. Where this shows that every S 1
current liability owned by the company can be met with $ 2.04 of the company's current
assets. The standard deviation value owned by profitability is 0.92 where the value is
brought to the average so that it can be interpreted that Current Ratio has low data
variation.

3.6 Classical Assumption Test Results

Assumption testing is done first before forming a regression model to ensure that
the resulting model provides the best, linear, and unbiased estimation (BLUE: Best Linear
Unbiased Estimator). In this study, classical assumption testing includes four types of
tests, namely normality test, multicollinearity test, heteroscedasticity test, and
autocorrelation test. First, based on the results of the normality test, a significant value
of 0.000 indicates that the data is not normally distributed before data transformation.
However, after data transformation, it shows a significant value of 0.084, which is greater
than the significance level of 0.05, so the data is considered normally distributed. Second,
the multicollinearity test results show that the VIF values for the profitability (ROA),
leverage (DER), and liquidity (CR) variables are 1.317, 1.199, and 1.108, respectively, all
of which are below the threshold value of 10. In addition, the Tolerance values for the
three variables are also well above 0.10. Therefore, it can be concluded that there is no
multicollinearity between the independent variables in this regression model.

Third, the heteroscedasticity test results show that the significance value for the
profitability variable (ROA) is 0.867, leverage (DER) is 0.551, and liquidity (CR) is 0.695. All
of these values are above 0.05, indicating that the regression model does not experience
symptoms of heteroscedasticity. Finally, based on the autocorrelation test, the Durbin-
Watson (DW) value of 1.774 is within the range of -2 to 2. This indicates that there is no
autocorrelation in the data, so this regression model is free from autocorrelation
problems.

3.7 Multiple Linear Regression Analysis
The results of multiple linear regression can be seen in Table 8.

Model Unstandardized Coefficients  Standardized Coefficients T Sig.
B Std. Error Beta

(Constant) 0.881 0.084 10.505 0.000

ROA 0.007 0.002 0.331 2.677 0.009

DER 0.047 0.018 0.303 2.573 0.012

CR 0.054 0.036 0.170 1.498 0.138

Notes: Ftable of 5.074 with a significance of 0.003, and R2 of 0.142.
Based on multiple linear regression tests in table 7, multiple linear regression
equation data can be obtained as follows:

Tobin’s Q = 0,881 + 0,007 (ROA) + 0,047 (DER) + 0,054 (CR) (5)
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1. The constant value (a) of 0.881 explains that if in this study there is a profitability
variable, leverage and liquidity is O, then the company value (Y) is 0.881 times.

2. The regression coefficient value of the profitability variable is obtained at 0.007 with
a positive X1 value, indicating a unidirectional relationship between the profitability
variable and firm value. Where if profitability increases by 1 percent, the company
value will increase by 0.007 times.

3. The regression coefficient value of the leverage variable is obtained at 0.047 with a
positive X2 value, indicating a unidirectional relationship between the leverage
variable and firm value. Where if the leverage increases by 1 unit, the company value
will increase by 0.047 times.

4. The regression coefficient value of the liquidity variable is obtained at 0.054 with a
positive X3 value, indicating a unidirectional relationship between the liquidity
variable and firm value. Where if liquidity increases by 1 unit, the company value will
increase by 0.054 times.

3.8 Hypothesis Test Results

Based on the model feasibility test (F test) in the table 7 information, it can be noted
that the Fhitung value (SPSS output in the sig column) is 0.003. Where this value is smaller
than the predetermined significance value of (0.05). From this value, it can be concluded
that the regression model in the f test is considered feasible. While the t test in table 7
above, it can be noted that the results of the partial effect test on profitability and
leverage, obtained a significance value <0.05, it can be concluded that profitability and
leverage have a significant positive effect on firm value. From the calculation of multiple
linear regression analysis for the liquidity variable, a significance value of 0.138 is
obtained. Where this value has a significance level of 0.138> 0.05, it can be concluded
that liquidity has a positive and insignificant effect on firm value. Based on the coefficient
of determination test seen from Adjusted R Square in table 7, it can be noted that the
value of Adjusted R-Square amounted to 0.142 or 14.2%. This means that the profitability
variable, leverage and liquidity are simultaneously able to provide an explanation for the
firm value variable of 14.2% while the remaining 85.8% is explained by other factors not
examined in this study.

3.9 Discussion

Based on hypothesis testing conducted on 15 coal mining companies for the 2018-
2021 period using the SPSS 26 program which discusses profitability ratios, profitability
ratios, and profitability ratios leverage and liquidity ratio to firm value obtained the
following results:

3.9.1 Effect of Profitability Ratio on Firm Value

The first hypothesis in this study examines the effect of profitability ratio on firm
value. Profitability ratio is a ratio to assess the company's ability to seek profit or profit in
a certain period [16]. High profitability indicates good prospects for the company so that
it can increase stock prices through increased investor interest so as to encourage
increased company value. Based on the test results, it shows that the significance value
of the profitability ratio which is proxied using return on asstes to company value (Tobin’s
Q) is 0.009 <0.05 with a positive regression coefficient value, so profitability has a positive
and significant effect. This means that this result is in line with the statement in
hypothesis 1 so that H1 is accepted.

Profitability in this study shows a positive influence on firm value. Positive results
indicate that there is a unidirectional relationship between profitability and firm value. In
other words, the higher the profitability, the higher the company value, and vice versa.
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This can show the company's prospects are getting better because it means that there is
a potential increase in profits obtained by the company. improved prospects are used as
a positive signal for investors to invest, so as to increase stock sales. Increased market
demand in purchasing shares can increase the share price so that it can encourage an
increase in company value.

This research supports signaling theory, which posits that high profitability levels
can indicate promising company prospects. This, in turn, attracts positive responses from
investors, ultimately leading to an increase in the company's value. In essence, the higher
a company's profitability, the greater its value [20]. These findings align with previous
studies. For instance, research conducted by Ferriswara et al. [21] demonstrates that
profitability positively affects firm value. Similarly, the study by Idris [22] also concludes
that profitability has a positive impact on firm value.

3.9.2 Effect of Leverage Ratio on Firm Value

The second hypothesis in this study examines the effect of the ratio leverage to firm
value. Leverage is the use of a source of funds that has a fixed burden in the hope that it
will provide additional profits that are greater than the fixed burden so that it will increase
the profits available to shareholders [23]. Based on the test results, it shows that the
significance value of the leverage ratio proxied using debt to equity ratio to company
value (Tobin’s Q) is 0.012 <0.05 with a positive regression coefficient value, so that
leverage has a positive and significant influence. This means that these results are in line
with the statement in hypothesis 2 so that H2 is accepted. In this study Leverage shows
a positive influence on firm value. The positive result indicates that there is a
unidirectional relationship between leverage with firm value. In other words, the higher
the leverage the higher the company value, and vice versa. This can be explained that
company management is able to manage leverage to the optimal value of the company
or the balance of utilization of the company's sources of funds, which can be obtained
through own capital and loans. In accordance with the theory trade-off which suggests
that the capital structure through leverage optimal by balancing the benefits of using
debt with bankruptcy costs and agency costs [24].

This research supports the theory trade-off where this theory balances the benefits
and risks that arise as a result of using a debt. If the benefits are greater, then additional
debt is still allowed. If the risk is greater due to the use of debt, then additional debt is
not allowed. In this case, MM Theory with tax also has an influence on this variable, where
the existence of corporate debt can reduce taxes through tax interest costs so as to
increase company profits. Companies that use debt and do not use debt in operating the
company have differences in paying income tax. Companies that use debt will pay less
tax than companies that do not use debt. This is because there is a process of paying debt
interest costs so that a reduction can be minimized when the tax payment process occurs.
Meanwhile, companies that do not use debt will not go through the process of paying
debt interest costs, so that additional costs occur when the tax payment process occurs
because they do not go through the process of reducing debt interest costs. From this,
the use of debt for investors will provide a positive response, so that the use of debt
which is a positive signal for investors can increase the value of the company.

The results of this study are in line with previous research where research
conducted by Ombuh et al. [25] shows the results that Leverage provides a positive and
significant influence on Firm Value. This research is in line with research conducted by
Aulia et al. [26] which shows the results that Leverage has a positive and significant effect
on Firm Value.
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3.9.3 Effect of Liquidity Ratio on Firm Value

The third hypothesis in this study examines the effect of liquidity ratio on firm value.
Liquidity ratio is a ratio analysis that can show how a company's ability to meet or fulfill
short-term liabilities (debt) owned by a company (Fred Weston, 2008). Based on the test
results, it shows that the significance value of the liquidity ratio which is proxied using the
liquidity ratio. current ratio to company value (Tobin’s Q) is 0.138> 0.05 with a positive
regression coefficient value. This means that this result is not in line with the statement
in hypothesis 3 so that H3 is rejected. Liquidity in this study shows a positive but
insignificant effect on firm value. Positive but insignificant results indicate that there is a
unidirectional relationship but does not have any effect between liquidity and firm value.
In other words, the higher the liquidity, it does not guarantee the higher the company
value, and vice versa.

This can be explained because the company is said to be illiquid or unable to pay
off the short-term debt owned by the company. Covid-19 has a huge impact on the
company's ability to pay off short-term debt owned by the company. Increasing the
average company value does not guarantee an increase in the average liquidity ratio. As
is the case when viewed at the average value of coal mining companies since the last 5
years has increased significantly. However, on the contrary, the average liquidity ratio
tends to fluctuate from year to year during the 5-year period. This can prove that the
company is experiencing difficulties due to the pandemic.

Companies that have a high liquidity ratio tend to hold back profits. The
accumulation of reserve funds owned by the company without being invested can affect
the company's value, but this policy cannot be said to be wrong. This is because a high
level of liquidity ratio will make the company allocate more funds to pay off short-term
liabilities, providing space for the company to operate the company in order to increase
the company's value [27]. However, this is a double-edged knife, because the risk is that
the dividends paid to the company's shareholders will be lower. This decision is good for
the company but not good for investors so that it becomes a negative signal for investors.
Declining investor confidence can reduce investor interest in investing so that it has an
impact on the decline in company performance in managing the company's current
assets. The company's difficulty in managing short-term debt owned by the company
causes the company's value to be lower.

This research does not support signaling theory, which posits that a high liquidity
value will elicit a positive response from shareholders as it reflects the company's ability
to pay off short-term debt. Instead, this research suggests that the higher the liquidity
value, the lower the company value. These findings align with previous research Sucipto
and Chasanah [7], which indicates that liquidity has a positive but insignificant effect on
firm value. However, they contradict Juhandi et al. [28], which concludes that liquidity
has a positive and significant effect on firm value.

4. Conclusion

Based on the results of research and testing the effect of profitability, leverage, and
liquidity on firm value in coal mining companies listed on the Indonesia Stock Exchange
for the period 2018-2022, it can be concluded that profitability has a positive influence
on firm value. This shows that the higher the level of profitability of a company, the higher
the value of the company in the market. In addition, leverage also shows a positive
influence on firm value, indicating that effective use of debt can increase firm value as
long as the company is able to manage its debt well. However, although liquidity has a
positive influence on firm value, the effect is not significant.
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