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Abstract---This study aims to determine the effect of cash holding, profitability (ROA), financial leverage (DER) on 

firm value (PBV) with earnings management as a moderating variable in manufacturing companies listed on the 

Indonesia Stock Exchange. The sample of this research is 24 companies in the manufacturing sector with a research 

period from 2015-2020. The data analysis technique used in this study is moderated regression analysis (MRA). The 

results showed that cash holding and earnings management did not affect firm value (PBV). Profitability, as 

measured by return on assets (ROA) and financial leverage as measured by debt to equity ratio (DER), has a 

significant positive effect on firm value (PBV). The results also conclude that earnings management does not have a 

moderating role in the effect of cash holding, profitability (ROA), financial leverage (DER) on firm value (PBV). 

Keywords---cash holding, earnings management, financial leverage (DER), firm value (PBV), profitability (ROA). 

 

 

Introduction 

 

Since its inception, the company generally has had short, medium, and long-term goals. The company's goal is to 

earn much profit, and good management is needed. In addition to efficient management in various sectors, utilizing 

the company's internal and external resources is also required. One of the external sectors is related to investors or 

investors who expect profits from investing in companies. The company's image or the value of the company is built, 

one of which is from investor sentiment in the market based on company returns and performance (Villalonga & 

Amit, 2006; Cashman et al., 2012).  

In terms of market capitalization, the manufacturing sector reached IDR 2,126.74 trillion or 30.5% of the total 

market capitalization on the Indonesia Stock Exchange (IDX), where this number is quite significant and almost a 

third of the capitalization on the Indonesia Stock Exchange (IDX). This sector is the primary industrial sector with 

the largest market capitalization after the Finance sector in 2020 and has a positive performance in 5 years. For this 
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reason, this sector is one of the most attractive sectors for investors to invest in (Alsyouf, 2007; Pasiouras & 

Kosmidou, 2007). 

The company's management needs to manage investments properly and not ignore the risk factors that will arise 

from selecting these investments. Profit, cash, and debt management need to be done for the company's survival. 

Companies that are good at managing capital and efficient in managing it will make the company have a good 

assessment of the market (Shalahuddin et al., 2020). 

Many previous studies that examined this matter saw how the influence of cash holding, profitability, financial 

leverage on firm value, and the role of earnings management moderated the relationship between variables 

(McNichols, 2000; Lo, 2008; Anton et al., 2020). Many studies have found different or varied results, so there is a 

research gap (Doan, 2020; Rocca & Cambrea, 2019; HC et al., 2019), which found that cash holding had a positive 

effect on firm value. At the same time, the research of Do et al. (2016), concluded that cash holding does not have a 

significant effect on firm value. 

Ratulangi (2021), Mubyarto (2020), Antoro et al. (2020), Tumanggor (2019), found that profitability had a 

significant positive effect on firm value. Research that found similar was the research of Dewi & Suputra (2019), 

Fajaria & Isnalita (2018), Bukit et al. (2018), Agrippina et al. (2017),  Sucuahi & Cambarihan, (2016). Different 

results are shown by the research of Lamtiar et al. (2021), Sulastri et al. (2018), which found no effect of profitability 

on firm value. Aryantika & Sujana (2018), concluded different results.  

Jihadi et al. (2021), Burhanuddin et al. (2019), found that financial leverage positively affected firm value. 

Meanwhile, research by Butar-Butar et al. (2021), did not find the effect of leverage on firm value Fajaria & Isnalita 

(2018), found that leverage significantly negatively affects firm value. Regarding the ability of earnings management 

to moderate, there are also differences in results where Aryantika & Sujana (2018), find earnings management can 

moderate variables while research by Bukit et al. (2018), concludes earnings management is not able to moderate the 

effect. 

 

Research Methods  

 

The type of data used in this research is secondary data. We sourced from annual financial reports and share prices 

of manufacturing sector companies listed on the Indonesia Stock Exchange (IDX). Twenty-four companies were 

sampled during the 2015-2020 research period. In this study, the independent variables are cash holding, financial 

ratio as measured by debt to equity ratio (DER), and profitability as measured by return on assets (ROA). The 

dependent variable used in this study is firm value as measured by PBV. The moderating variable in this study is 

earnings management as measured by the non-discretionary accruals (NDA) variable. 

This study uses moderated regression analysis (MRA) as the research analysis instrument. Data analysis was also 

used for hypothesis testing with an F test (combined effect) and t-test (partial). MRA is used by comparing the 

ordinary regression equation with a regression that includes independent interaction variables and moderating 

variables (Ghozali, 2018). The regression equation made in this research is: 

 

PBV = 0 + 1 X CH + 2 X ROA - 3 X DER + 4 Z NDA ……………………………………………………………………… ( Equation 1) 

 

PBV= 0 + 1 X CH + 2 X ROA – 3 X DER + 4 X CH * Z NDA + 5 X ROA * Z NDA + 6 + 8 X DER * Z NDA + e i … 

…………………………………………………………………………………………………….………………………………………………………… (Equation 2) 

 

Results and Discussion 

 
Descriptive analysis results 
 

Descriptive statistics itself aims to illustrate each research variable (Ferdinand, 2014). Descriptive statistics provide 

an overview of each trait in the studied variables, which are presented in information on the 

minimum, maximum, mean, and standard deviation values. Each type of a variable determines the nature of the 

calculated descriptive statistics and how one reports or displays those statistics (Larson, 2006).  
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Table 1 

Descriptive statistics 

 

Variable N Minimum Maximum Mean Std. Deviation 

Cash Holding(x)   

  

144 

  

0.0009 0.45130 0.1087 0.10548 

ROA (%) 0.03 46.30 80.8134 7.57873 

DER(x) 0.0035 3,1600 0.7077 0.5247950 

NDA -0.2496 0.11797892 -0.05322 0.0575704 

PBV(x) 0.12 82.44 4.36 11.52454 

Source: SPSS output data processing 

 

The table above presents a description of each variable with its respective values. It can be seen from the table that 

all variables except NDA and PBV have good data distribution based on the average value, which is greater than the 

standard deviation. The data is transformed using the natural log (Ln) for each variable, and the NDA variable is 

added with numbers to avoid missing the data. The transformation aims to cure the problem of classical assumptions 

on the data. 

 

F-Test (F Test) 

 

The F test aims to see whether the model can be used and is feasible to test the effect of the independent variable on 

the dependent variable. Decision-making on the value of Prob. F, which can be seen from the statistical output. 

Suppose the calculated F value is more significant than the F table and the Prob. F value is less than 0.05, and it can 

be concluded that all independent variables have an effect together.      

         

Table 2  

F Test Results 

 

Mark Coefficient 

Account 31,103 

Fable 2.44 

Sig 0.000 

                                                                Source: SPSS output data processing 
  

The table above shows the Fount value of 31.103, which is greater than the Fable value, which is only 2.44 Sig value 

smaller than the 0.05 significance level, indicating that together the independent variables in this study affect firm 

value (PBV). 

 

Individual Parameter Significance Test (t-Test) 
 

The t-test is used to partially test the effect of the independent variable on the dependent variable.  
  

Table 3  

Significance test results 

 

Model 
Unstandardized 

Coefficients 
Standardized 

Coefficients t Sig. 
B Std. Error Beta 

  (Constant) -0.448 0.278   -1,615 0.109 
LnCash_Holding -0.075 0.062 -0.085 -1,209 0.229 
LnROA 0.569 0.064 0.627 8,912 0.000 
LnDER 0.325 0.087 0.243 3,743 0.000 

Linda  -0.005 1.145 0.000 -0.004 0.997 

Source: SPSS output data processing 
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Based on the table above, the regression equation can also be made as follows: 

 

LnPBV = -0.448 – 0.075 LnCash_Holding + 0.569 LnROA + 0.325 LnDER – 0.005 LnNDA 

 

Based on the results of data processing in table 3 the above equation can be described as follows: 

 

 The value -0.448 is a constant value that shows the PBV value if all variables are 0. 

 The cash holding variable based on the table above counts -1.209 where the value is smaller than the t-table of 

1.977, Value of Sig. is also shown to be greater than the specified significance level of 0.229 > 0.05. Based on 

these two things, it can be concluded that cash holding does not affect PBV or firm value, so the proposed 

hypothesis 1 is not accepted. The coefficient or sensitivity value can be seen from the beta column, which is -

0.075. The coefficient value indicates that if the cash holding value increases or decreases by one unit or 1%, 

it will increase or decrease the PBV in the opposite direction by -0.075 or -0.075. 

 The profitability variable as measured by ROA shows the count value is more significant than the t-table, 

namely 8.912>1.977. The Sig value shown is smaller than the specified significance level of 0.05%, 0.0000. 

Based on these two statements, it can be concluded that ROA significantly affects PBV. The direction of 

influence can be seen from the coefficient value of the ROa variable, which shows a positive value of 0.569. 

An increase in ROA of one unit or 1% will increase PBV by 0.569%. Hypothesis 2 is accepted because 

profitability, as measured by ROA, has a positive and significant effect on PBV. 

 The following variable is financial leverage as measured by DER in this study. The value of count is known 

to be greater than the t-table, namely 3.743>1.977, and the value of Sig is smaller than 0.05, indicating that 

DER has a significant effect on firm value. The direction shown is positively indicated by the coefficient 

value of 0.325. Hypothesis 3 is rejected because DER does not have a negative but positive effect on firm 

value. 

 The earnings management variable measured by NDA shows a Sig value more significant than the 

significance level, namely 0.997> 0.05. This result does not follow the proposed hypothesis 4, where good 

earnings management will increase or positively affect firm value. 

  
Moderated Regression Analysis (MRA) 
 

Regression included interaction variables between moderator variables and independent variables, and the results are 

as follows: 

 
Table 4  

Moderation test results 

 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

 (Constant) -0202 0.446   -0.453 0.651 

LnCash_Holding -0.044 0.085 -0.050 -0.521 0.603 

LnROA 0.480 0.125 0.529 3,843 0.000 

LnDER 0.282 0.152 0.212 1,856 0.066 

LnNDA  2,923 4.154 0.163 0.704 0.483 

  LnCashHolding*LnNDA 0.423 0.700 0.100 0.605 0.546 

  LnROA*LnNDA -1.065 1,274 -0.144 -0.836 0.405 

  LnDER*LnNDA -0.731 1,731 -0.057 -0.422 0.673 

   Source: processed data (SPSS output) 

 

Based on table 4 above, the CashHolding*NDA interaction variable shows the value of Sig. above the 0.05 level 

value is 0.546 > 0.05. The interaction variable of ROA*NDA also shows a Sig value greater than 0.05 and 90.405 > 

0.05). The results show that the interaction variable DER*NDA has a Sig value of 0.673, greater than 0.05. These 

results indicate that earnings management cannot act as a moderating variable. 

Based on the previous output results, table 4 shows that cash holding does not have a significant effect on firm 

value (PBV). These results are not in line with the signaling theory underlying this study. Signal theory illustrates 



 

 

15 

that anything good from the company will signal external parties where the company continues to strive to provide 

the signal. Cash holding has two sides, good and bad when viewed from the side of investors (Kim et al., 2011; 

Venkiteshwaran, 2011). A lot of cash value will give a slight sense of security because if the company has a problem, 

the company can use the most liquid assets to solve the problem. On the wrong side, if too much cash accumulates, it 

shows that its management is not good because the cash does not rotate. Too much cash value also shows the 

company is passive or inactive to use its money to increase its operations. The results of this study are in line with 

the research of (Do et al., 2016). 

As measured by ROA, table 4 shows that profitability has a significant positive effect on firm value (PBV). This 

result is in line with the signal theory proposed, where ROA is one of the signals given by the company to external 

parties such as investors. A high ROA value reflects a high rate of return or return. The increase in ROA indicates an 

increase in net income obtained from the assets used and indicates the company's level of efficiency using its assets. 

A high rate of return will attract investors to name their capital because a high ROA shows its level of competence in 

managing its assets. These results are also in line with previous studies, such as research by Jihadi et al. (2021), 

Ratulangi (2021), Butar-Butar et al. (2021), Mubyarto (2020), Antoro et al. (2020), Tumanggor (2019), Aryantika & 

Sujana (2018), Burhanuddin et al. (2019), Dewi & Suputra (2019), Bukit et al. (2018), Agrippina et al. (2017), 

Sucuahi & Cambarihan (2016). 

The study results indicate that DER has a significant positive effect on firm value (PBV). Although the results are 

significant, the direction shown is contrary to the proposed hypothesis, so they are rejected because they do not 

match the hypothesis. These results indicate that the higher the DER, the higher the firm value. The DER variable 

itself shows the level of debt to equity where the higher the DER, the more outstanding the debt compared to the 

equity. The high debt will make the company hold more risk because of the interest on the debt that must be paid. 

Debt itself can be profitable for the company if it is appropriately managed and optimally where debt will benefit a 

certain level. The results of this study are in line with the results of Jihadi et al. (2021), Burhanuddin et al. (2019), 

Agrippina et al. (2017), Adenugba et al. (2016). 

Based on the results of the previous output, namely in table 4, it can be concluded that earnings management has 

no significant effect on firm value (PBV). This result is not following the proposed hypothesis 4, where good 

earnings management should increase firm value. Excellent and efficient earnings management will attract investors 

because of its ability to manage its profits. This result also contradicts the signaling theory, where a well-managed 

profit will be a good signal for investors. 

Based on the moderating test used, it was found that earnings management cannot act as a moderating variable 

for the effect of cash holding, profitability (ROA), financial leverage (DER) (Goel et al., 2015; Jermias, 2008). 

These results are based on the interaction variables of earnings management, and the independent variables show Sig 

values which are all greater than 0.05. These results do not follow hypotheses 5, 6, and 7 that are proposed to reject 

these hypotheses. The results show that earnings management is not proven to strengthen the independent and 

dependent variables' influence (Amelia et al., 2021). 

 

Conclusion  

 

This study concludes that cash holding earnings management has no significant effect on the value of the 

manufacturing company (PBV) listed on the Indonesia Stock Exchange during the 2015-2020 period. Profitability 

(ROA) and financial leverage (DER) have a significant positive effect on firm value (PBV). Earnings management 

does not have a moderating role in the effect of cash holding, profitability (ROA), financial leverage (DER) on 

company value (PBV) of manufactures listed on the Indonesia Stock Exchange during the 2015-2020 period. 
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