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Abstract: This study aims to examine whether 

institutional ownership has an effect on firm value 

with debt policies and corporate social responsibility 

as intervening variables in automotive sub-sector 

manufacturing companies and their components 

listed on the Indonesia Stock Exchange for the 2015-

2021 period. In this study, institutional ownership is 

measured by INST, firm value is measured by price to 

book value (PBV), debt policy is measured by debt to 

equity ratio, corporate social responsibility is 

measured by CSRDI index. The population used in 

this study is the automotive sub-sector 

manufacturing companies and their components 

listed on the Indonesia Stock Exchange for the 2015-

2021 period. The sample of this study amounted to 

12 companies from a total population of 84 

companies. Sampling using purposive sampling 

method. The data analysis tool used in this research 

is path analysis using smartpls3 software. 

The results of this study indicate that: (1) 

Institutional ownership has a significant positive 

effect on debt policy. (2) Institutional ownership has 

no significant positive effect on corporate social 

responsibility. (3) Institutional ownership has no 

significant positive effect on firm value. (4) Debt 

policy has a significant negative effect on firm value. 

(5) Corporate social responsibility has a significant 

positive effect on firm value. (6) Debt policy cannot 

mediate institutional ownership on firm value. (7) 

Corporate social responsibility cannot mediate 

institutional ownership on firm value.] 
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Introduction 

Every company must have the same goal. The goals that each company wants to 

achieve are increasing profits, generating profits in the long term and minimizing the level of 

losses so that it can prosper company owners, investors and their employees. However, to 

get the maximum profit, supporting sources are also needed in carrying out operational 

activities. One of the factors that can affect the value of the company is GCG. Companies that 

implement GCG must have better supervisory sector company mechanisms than companies 

that have not implemented GCG. So that the company's operational activities can run more 

efficiently and have an impact on increasing company value (Mastuti & Prastiwi, 2021). 

In the process of achieving the goal of optimizing the value of the company, generally 

the owners of capital place their trust in company management on managerial experts who 

are often called agents or insiders. However, there are often misunderstandings between 

managers and shareholders where the manager's performance is not optimal in carrying out 

its functions and tends to only think about self-benefit so that it becomes not aligned with 

company goals, this is commonly called the agency problem, when misunderstandings get out 

of hand and then result in This conflict is called agency conflict , where the wishes of managers 

and shareholders conflict. To balance the interests of managers and shareholders, the efforts 

taken for optimal results are carried out through good corporate governance procedures . 

Therefore, with an increase in the level of institutional ownership, ideally the level of control 

of external parties to the company increases, which will reduce the agency costs that occur 

within the company and develop the value of the company. 

Effective corporate governance can limit managerial personal interests and can 

protect the interests of shareholders, corporate governance manages the interests of various 

stakeholders and resolves conflicts of interest between shareholders and non-investment 

stakeholders. With corporate governance issues accelerating, one of the most significant and 

contentious corporate trends of the last decade has been the growth of corporate social 

responsibility (CSR). However, the implementation of CSR for some companies is considered 

as an additional burden for companies which is not cheap, due to limitations in the funding 

factor and if the implementation of CSR does not work optimally it is considered a waste of 

valuable resources. 

In research conducted by (Palisiun et al., 2013) stated that the ownership structure 

also influences the policies taken by companies including debt policies. Where institutional 

ownership will affect the decision to seek funding whether from debt or rights issues . If 

funding is obtained from debt, then the ratio of debt to equity will increase and it will increase 

the risk, debt that is too high also makes the company's financial condition unhealthy so it 

can reduce the value of the company (Setiyawati & Lim, 2018). High debt will also increase 

the risk of bankruptcy for the company, because the company will experience financial 

distress, that's why the company tries to keep the amount of debt as low as possible. On the 

other hand, this action is not profitable because if the company only relies on funds from 

shareholders, the company cannot develop quickly compared to if the company uses funds 

from creditors to develop the company. 
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The research (Azizah, 2019; Dedi & Setiany, 2021; Dewi & Sanica, 2017; Dwi Kartikasari 

et al., 2019; Umam & Halimah, 2021)stated that there is no significant effect of institutional 

ownership on firm value. However, research conducted by (Ayu Ria Paramita Handayani et 

al., 2018; Mastuti & Prastiwi, 2021; Nurfauziah & Utami, 2021; Setyabudi, 2021; Wafiyudin et 

al., n.d.) states that there is a significant influence of institutional ownership on firm value. So 

far, many studies on institutional ownership of firm value have been carried out. However, 

these studies still have inconsistencies in the results. Researchers assume that research on 

institutional ownership and corporate value needs to be re-examined with debt and CSR 

policies as value-added intervening variables with the aim of institutional ownership enabling 

mediation or not from CSR and debt policies on firm value. The choice of intervening was 

based on references to previous journals examined by (Bernice et al., 2015; Deria et al., 2022; 

Indahningrim & Handayani, 2009; Kartikasari et al., 2022; Mufidah & Fachrurrozie, 2021) 

those who said that institutional ownership had a positive effect on debt policy, so that the 

existence of large debts caused the company's value to drop and stock prices became low. 

Then the results of research conducted by (Agustina & Lestari, 2022; Damayanti et al., 2021; 

El-Bassiouny & El-Bassiouny, 2019; Kusumawati et al., 2018; W. N. Sari & Rani, 2015) those 

who say that institutional ownership has a negative effect on CSR, but with the 

implementation of CSR creates added value for the company which makes the company's 

value increase. 

Indonesia has become the largest manufacturing industry base in ASEAN with a 

contribution of up to 20.27% on a national scale economy. The development of the 

manufacturing industry in Indonesia is currently able to shift the role of commodity-based to 

manufacturing-based. The government is trying to transform the economy so that it is more 

focused on the development process of the non-oil and gas industry. The manufacturing 

industry is considered to be able to make a broad contribution, namely by increasing the 

added value of raw materials, increasing the workforce, generating the largest source of 

foreign exchange, as well as being the largest contributor to taxes and customs. The impact 

of these developments makes companies have to increase maximum performance in order 

to excel in competition. If it is associated with the existing problems that manufacturing 

companies have a large enough production scale in terms of product development and 

market share so that the use of funds is quite large. The use of these funds, of course, is 

related to management decisions, namely debt policy. In managing the company, of course, 

always maintaining a good image in the community so that the company develops well, so 

CSR implementation is needed. 

 

Agency Theory 

Agency theory suggests that the owners and managers of a company have different interests, 

so that it will lead to a conflict which is commonly referred to as agency conflict . The 

application of agency theory can be realized in a work contract which will regulate the 

proportion of rights and obligations of each party by taking into account the overall benefits 

(Fachrur & Rika, 2014). 
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Signaling Theory 

(Brigham & Houston, 2006) explains that this theory becomes an investor's view of the 

company's prospects. The signal is important because it will impact the investment decisions 

of potential investors. One of the information that can be used as a signal is an announcement 

made by an issuer. This announcement can later affect the ups and downs of the securities 

prices of the issuer companies that make the announcements. This agency relationship arises 

when one or more principals ask the agent to carry out some activities or work for the benefit 

of the principal and authorize the agent to make the best decision for the principal (Ichsan, 

2013). 

 

Pecking Order Theory 

According to (Benteng & Moin, 2021) The pecking order theory states that companies 

choose to use internal funding because of high levels of profitability and low debt. If the 

company needs external funding, the company can issue the safest securities starting from 

issuing bonds, securities with option characteristics and finally issuing new shares. 

 

Legitimacy Theory 

The theory of legitimacy is a company management system that is oriented towards 

taking sides with the community (society), individual governments and community groups 

(Yanti et al., 2021). Legitimacy theory focuses on the interaction between corporations and 

society. This theory is the basis for companies to pay attention to what society wants in 

accordance with the social norms that apply in the company's business activities (Shafira et 

al., 2021). 

 

Stakeholder Theory 

According to (Shafira et al., 2021) this theory states that companies choose voluntarily 

in disclosing their environmental, social, and intellectual performance information to be able 

to meet the actual needs and expectations recognized by stakeholders. 

 

Institutional Ownership 

Institutional ownership is company shares owned by an institution or institution such 

as insurance companies, banks, investment companies and other institutional ownership 

(Lestari, 2017). Institutional ownership represents a source of power that can be used to 

support or otherwise support the existence of company management. From the definition 

above, it can be concluded that institutional ownership is the ownership of voting rights 

owned by institutions consisting of institutional owners and blockholders (Rohmawati & 

Sutapa, 2020). Institutional ownership can provide greater benefits, therefore institutional 

ownership is better than individual (individual) ownership, so that institutions are able to 

carry out inefficient corporate takeovers. 

𝐼𝑁𝑆𝑇 =  
∑𝐼𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛 𝑆ℎ𝑎𝑟𝑒𝑠

∑𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔 𝑆ℎ𝑎𝑟𝑒𝑠
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Debt policy 

Debt policy is often denoted by DER (Debt Equity Ratio) which reflects the ratio between 

total long-term debt to equity. So it can be said that the lower the DER means that the level 

of debt owned by the company and the company's ability to pay debts is also higher 

(Indahningrim & Handayani, 2009). 

𝐷𝐸𝑅 =  
𝑇𝑜𝑡𝑎𝑙 𝐷𝑒𝑏𝑡

𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦
 

 

Corporate Social Responsibility (CSR) 

CSR is a voluntary action implemented by a company to pursue a mission and fulfill its 

obligations to stakeholders, such as employees, society, environment and society as a whole. 

This definition is sensitive to the triple bottom line : concern for people, the environment, and 

profit (Coombs & Holladay, 2012). 

𝐶𝑆𝑅𝐷𝐼 =  
𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑖𝑡𝑒𝑚𝑠 𝑑𝑖𝑠𝑐𝑙𝑜𝑠𝑒𝑑

𝑇ℎ𝑒 𝑠𝑢𝑚 𝑜𝑓 𝑎𝑙𝑙 𝑖𝑡𝑒𝑚𝑠 𝑡ℎ𝑎𝑡 𝑡ℎ𝑒 𝑐𝑜𝑚𝑝𝑎𝑛𝑦 𝑚𝑎𝑦 𝑑𝑖𝑠𝑐𝑙𝑜𝑠𝑒
 

 

The value of the company 

Firm value is the present value of the company's current and future profits and is 

related to profit maximization. Companies that want to maximize their profits are actually 

concerned with maximizing value in the long run (Baye & Michael, 2017). Firm value is often 

associated with stock prices, the measurement of which can be done by looking at the 

development of stock prices on the stock exchange, if the stock price increases, it means that 

the company value increases. 

𝑃𝐵𝑉 =  
𝑀𝑎𝑟𝑘𝑒𝑡 𝑝𝑟𝑖𝑐𝑒 𝑝𝑒𝑟 𝑠ℎ𝑎𝑟𝑒

𝐵𝑜𝑜𝑘 𝑣𝑎𝑙𝑢𝑒 𝑝𝑒𝑟 𝑠ℎ𝑎𝑟𝑒
 

 

H1 : Effect of institutional ownership on debt policy 

H2 : Effect of institutional ownership on csr 

H3 : Effect of institutional ownership on firm value 

H4 : Effect of debt policy on firm value 

H5 : Effect of csr on firm value 

H6: Debt policy mediates the relationship between institutional ownership and firm value 

H7 : CSR mediates the relationship between the influence of institutional ownership on firm 

value 

 

Research Method 

The type of research used in this research is descriptive research and uses a 

quantitative approach. Sampling used is the technique of purposive sampling method . This 

study uses secondary data, namely data that has been provided by other parties where the 

data does not come from the source directly. In the data analysis technique that will be used 
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is descriptive analysis method, path analysis (path analysis), and hypothesis testing (T test) 

using smartpls3 software. 

 

              

Figure 1. Model Penelitian Empirik 

 

Result and Discussion 

 

 
 

Table Path Coefficients 
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Source : SmartPls3 Software 

 

1. Institutional ownership has a significant positive effect on debt policy 

These results conclude that the majority shareholder in an automotive manufacturing 

company has greater authority than the minority shareholder, the majority shareholder can 

take over to take out a loan in the hope of getting high profits. With this policy, they can 

transfer the risk to creditors if the tender fails. However, if the tender is successful, the 

shareholders can generate some money. Thus the large number of institutionally owned 

shares in automotive and component manufacturing companies provides benefits to debt 

policy. 

These results are in line with the hypothesis used as a reference in research conducted 

by (Bernice et al., 2015; Deria et al., 2022; Indahningrim & Handayani, 2009; Kartikasari et al., 

2022; Mufidah & Fachrurrozie, 2021) which proves a positive and significant influence on debt 

policy. 

 

2. Institutional ownership has no significant positive effect on corporate social 

responsibility 

To invest in a company, potential investors do not really consider CSR activities as a 

benchmark for investing their shares. So they don't demand companies to contribute to csr. 

The results of this test are not in line with research conducted by (Agustina & Lestari, 

2022; Damayanti et al., 2021; El-Bassiouny & El-Bassiouny, 2019; Kusumawati et al., 2018; W. 

N. Sari & Rani, 2015) stating that institutional ownership has a significant negative effect on 

CSR. However, these results are in line with research (Andayani et al., 2017; Ariful Habib et 

al., 2020; Rahmasari, 2020; Saputra, 2019; Yanti et al., 2021) which explains that institutional 

ownership has a non-significant positive effect on CSR. 

 

https://equatorscience.com/index.php/jabter


   P-ISSN 2828-4976 
Vol. 3, No. 1, October 2023  E-ISSN 2808-263X 

61 
https://equatorscience.com/index.php/jabter 

3. Institutional ownership has no significant positive effect on firm value 

These results contradict agency theory which states that institutional ownership is an 

important role in being able to monitor and control management performance to make it 

more effective. Supervision is carried out by institutional ownership which can guarantee the 

prosperity of other shareholders because they can become supervisory agents through their 

investments so that they can participate in making decisions within the company. 

However, in this case, institutional ownership has not been able to run its mechanism 

to monitor management performance optimally. This is because institutional investors are 

less involved in monitoring and decision-making in companies and tend to rely on managers 

to handle them so that they do not affect the company's stock price. 

This result is contrary to the hypothesis carried out by (Mastuti & Prastiwi, 2021; 

Rusnaeni et al., 2022; Schmidt & Fahlenbrach, 2017; Syamsudin et al., 2020; Umam & 

Halimah, 2021) his research which also states that there is a significant negative effect 

between institutional ownership and firm value, which means that the larger the shares 

owned by the institution, the lower the firm value. However, these results are in line with 

research (Dedi & Setiany, 2021; Marsudi & Soetanto, 2020; Odeh Salem Almari et al., 2021; 

D. M. Sari & Wulandari, 2021) which proves that institutional ownership has a non-significant 

positive effect on firm value. 

 

4. Debt policy has a significant negative effect on firm value 

The high DER means that the company is not profitable because the company is unable 

to use debt funding properly so that the interest expense borne by the company will be 

higher, making the company unable to pay its debt obligations which will cause financial 

distress and result in bankruptcy risk. Potential investors argue that the company's growth is 

bad and not in accordance with the wishes of investors who want maximum profits. Then 

investors increasingly believe that the company will not have profitable investment 

opportunities. However, if the obligation to pay debts decreases, profits and shares will also 

increase. 

These results are in accordance with research conducted by (Amaliah & Ariani Kurnia 

rina, 2022; Casriningrum et al., 2019; Haryanto et al., 2018; Hermanto & Aryani, 2021) in his 

research which states that there is a significant negative effect between debt policy and 

company value, which means that the greater the debt, the lower the company value. 

 

5. Corporate social responsibility has a significant positive effect on firm value 

The greater the company discloses CSR, the greater the value of the company, by 

optimizing CSR to create a good company image and reputation for the community and the 

environment so that it can provide a positive response to consumers, employees and the 

surrounding community and increase investor confidence to invest their capital so that it has 

an effect on stock prices and the value of the company. In its long-term prospects, the 

company can also enjoy good market performance which will also be enjoyed by society in 

general. 
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The results of this study are in line with the hypothesis made by (Cristofel & 

Kurniawati, 2021; Nurfauziah & Utami, 2021; Santoso, 2021; Setiyawati & Lim, 2018; 

Simanjuntak et al., 2020)  further strengthening the statement that CSR has a significant 

positive effect on firm value. 

 

6. Debt policy cannot mediate the effect of institutional ownership on firm value 

Institutional share ownership has the largest voting rights which can be a powerful 

controller in controlling company shares at a general meeting of shareholders (GMS) to 

managers to maximize their personal interests and override the interests of other 

shareholders. Majority owners have the potential to expropriate, which means that there will 

be incentives to expropriate from the controlling shareholders to be one of the factors that 

will affect the level of bank debt. This condition will later become negative information for 

potential investors because the strategy used is not optimal so that it harms the company's 

operations which affects the decline in company value. 

This result is in line with the hypothesis used as a research conducted by which (Alifia 

& Sanusi, 2021; Lestari et al., 2021; Rofiananda et al., 2019; Sadia & Sujana, 2017; Warapsari 

& Suaryana, 2016) states that debt policy cannot mediate the effect of institutional ownership 

on firm value. 

 

7. Corporate social responsibility cannot mediate the effect of institutional ownership on 

firm value 

The majority of institutional ownership prioritizes profit, but managers have their own 

interests so that there is a gap between the two parties. The implementation of CSR is not 

optimal and the use of funds for CSR is not effective. These results are in accordance with the 

hypothesis carried out by (Abidin & Johari, 2020; Indriawati, 2018; Mai, 2017; Wahidahwati 

& Ardini, 2021; Wisnu Purbopangestu et al., 2014) those who say that CSR cannot mediate 

the effect of institutional ownership on firm value. 

 

Conclusion 

1. Institutional ownership has a significant positive effect on DER. The higher the 

institutional ownership, the higher the DER. 

2. Institutional ownership has no significant positive effect on corporate social 

responsibility. The higher the institutional ownership, the lower the csr. 

3. Institutional ownership has no significant positive effect on firm value. The higher the 

institutional ownership, the lower the firm value. 

4. DER has a significant negative effect on firm value. The higher the DER, the lower the 

firm value 

5. Corporate social responsibility has a significant positive effect on firm value. The 

higher the csr, the higher the company value. 

6. DER cannot mediate the relationship between institutional ownership and firm value 

7. CSR cannot mediate the relationship between institutional ownership and firm value. 
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 Implication 

1. Theoretical implications 

It is hoped that the results of this study can be used as a reference to develop 

and strengthen this research and previous research regarding corporate value, 

especially on institutional ownership, debt policy, and CSR and it is hoped that this 

research can add new insights and literacy for further research. 

2. practical implications 

Providing information to various parties, for the company, namely to be used 

as a strategic way to achieve company goals. For investors to make it easier to make 

decisions regarding the shares listed in the company. 

 

Limitations And Future Studies 

1. The number of research samples is only 84 data, of course it is still not enough to 

describe the situation as a whole. 

2. The object of research is only focused on the automotive and component sub-sectors, 

in which there are still many other sectors. 

3. The data collection process is only focused on the company's annual report. 

Future research may have a broader view of industrial companies in both sectors and sub-

sectors. several studies have also examined institutional ownership activities, debt policy, 

corporate social responsibility (csr), and company value but in different periods and objects. 

 

 Suggestion 

1. For companies 

Companies with growth rates that are not yet good, it is suggested to 

companies to increase the value of the company, the steps taken are to limit the use 

of DER in order to prevent bankruptcy risk and can reduce the company's interest 

expense, if you want to reduce DER then institutional ownership must be expanded, 

because with Institutional ownership can prevent agency conflict in a company, of 

course, it will anticipate bad issues circulating. 

On the other hand, an optimal CSR contribution has a good effect on the 

company because with a good corporate image it is easy to convince potential 

investors to invest their capital, so that it also influences the development of a 

company's value. 

2. For investors 

DER and CSR can indeed be used as one of the assessments of potential 

investors in choosing a company to invest their capital in. However, potential investors 

are advised to pay attention to all the company's financial information before 

investing in their company by paying attention to other factors that can make a 

reference for investing in their company. 

3. For further researchers 

https://equatorscience.com/index.php/jabter


 
Ariana et al. 

 

64 
https://equatorscience.com/index.php/jabter 

It is hoped that this research can add to the knowledge and insight of readers, 

so it is suggested to further researchers that based on the results of the r-square that 

is equal to 17.7% where the remaining is 82.3% there are other variables that are not 

explained in this study. Researchers suggest adding other, more concrete variables 

that may be related to this research model, adding the population with other sub-

sectors or replacing the population with other sub-sectors in order to have more 

concrete results, and look for more varied sources of data collection in order to get 

maximum results so that it can become a reference for companies, investors, and 

readers. 
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