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Abstract

The performance of the company determines the stock price, which is determined by supply and demand on
the capital market and represents how the general public perceives the performance of the company. The
issue with firm value, namely the volatility of share prices, which is a reflection of the unstable value of the
business. The purpose of this study is to examine the impact of the investment opportunity set, excellent
corporate governance, corporate social responsibility, and sustainability report on the stock value of
manufacturing businesses listed on the Indonesia Stock Exchange from 2017 to 2019. Manufacturing
businesses registered on the Indonesia Stock Exchange from 2017 to 2019 make up the research population.
Based on the purposive selection method, the study’s sample of 46 companies was selected. This study
employed multiple linear regression analysis as its analysis method. The outcomes demonstrated that the
collection of investment opportunities had a favorable impact on business value. The value of a company is
unaffected by good corporate governance, CSR, or sustainability reports.

Keywords— Investment opportunity set, good corporate governance, corporate social responsibility,
sustainability report, and firm value

Introduction

The company is a production organization that employs and coordinates financial resources to meet needs in
a successful manner (Swastha, 2002). By maximizing the company’s or firm’s worth, every business aims to
boost the wealth of its owners. The company’s performance is represented in the share price, which is
determined by supply and demand on the capital market and represents how society views the performance
of the company (Harmono, 2009). The issue with a company’s value is its unstable value, which is reflected
in its fluctuating stock price. Capital searchers and investors congregate on the capital market. The stock
exchange is a type of capital market where adequate analysis of financial data must be done in order to
determine precisely how the company’s state is. In the field, conditions often occur that are not in
accordance with reality, with the enactment of the agency problem (theory), agency theory, according to
Anthony and Govindarajan (2011), is the connection or interaction between the principle and the agent. The
principal hires the agent to carry out activities for the principal’s benefit, including giving the agent
permission to make decisions. Meiser et al. (2006) assert that this agency link leads to the following two
issues. The fisrt is the occurrence of information asymmetry, when management typically has more
knowledge than the owner about the actual financial situation and position of the organization. Second, the
occurrence of conflicts of interest (conflict of interest) brought on by opposing goals, in which case
management does not always act in the owner’s best interests to be presented in the financial statements.
Financial statement or reports, according to Fahmi (2011), are information that reflect a company’s financial
state and that can also be used to describe the company’s financial performance. Financial reports can also
be utilized as a source of information to forecast future business performance.

The set of investment opportunities is one of the elements that might impact firm value (IOS). IOS is a
range of potential future investment possibilities that may have an impact on the development of corporate
assets or initiatives with a positive net present value. IOS therefore plays a crucial function for the company
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because it is an investment choice that affects the value of a company by combining current assets with
potential future investments. In other words, good corporate governance is a system that regulates and
controls businesses. It consists of a set of rules governing the relationship between shareholders, company
managers, creditors, the government, employees, and other internal and external interest holders regarding
rights and obligations (Sutedi, 2006). GCG is one of the variables that affects firm value, hence updating
business performance is essential. Corporate social responsibility (CSR) is another element that affects how
valuable a company is. CSR is a type of corporate responsibility that shows care for society and the
environment. According to ISO 26000 (in Rusdianto, 2013) CSR is defined as an organization’s duty to
consider how its actions and decisions will affect society and the environment through openness and
morality that is consistent with social welfare and sustainable development, taking stakeholder interests into
account, and that is integrated into all organizational activities, including both activities and the production
of goods and services.

Through the use of sustainable management, which is reported by all relevant parties, the company can draw
in investors by demonstrating to them how its strategy and operations are sustainable in a number of
different ways. Companies must produce sustainability reports that serve as a means of reporting to
stakeholders regarding their corporate responsibility. A corporation or organization’s sustainability report
examines the effects of its operations on the economy, society, and the environment (GRI, 2013). A
nonprofit organization that supports economic sustainability is the Global Reporting Initiative (GRI).
Environmental Social Governance (ESG) Reporting, Triple Bottom-Line (TBL) Reporting, and Corporate
Social Responsibilities (CSR) Reporting are just a few of the sustainability reporting standards produced by
GRI that are frequently utilized by businesses throughout the world. The G4 Guidelines were formally
announced in May 2013 by the Global Reporting Initiative (GRI). According to Melewar (2008), signaling
theory demonstrates that businesses will send signals through their actions and communications. Companies
use these signals to disclose to stakeholders hidden characteristics. In essence, signal theory also explains
how financial reports are utilized to send their owners either good or negative signals.

Whether the investment opportunity set, excellent corporate governance, corporate social responsibility, and
sustainability report affect the business value listed on the Indonesia Stock Exchange in 2017–2019 is the
issue that will be examined in this research. The performance of the company determines the share price,
which is determined by supply and demand on the capital market and represents how the public views the
company’s success (Harmono, 2009). High stock prices raise a company’s value and boost investor
confidence in the company’s future prospects. Ratios referred to as valuation ratios, such as Price Book
Value and Tobin’s Q, can be used to calculate a company’s value. This study aims to evaluate the impact of
investment opportunity set, excellent corporate governance, corporate social responsibility, and
sustainability reports on firm values listed on the Indonesia Stock Exchange in 2017–2019. This research
was re-conducted based on the components that affect company value because there are discrepancies in the
research gap issue or different research findings from prior studies. Differences in parameters that showed to
have an impact on one study but not necessarily on other studies were the reason of the inconsistent findings
of earlier studies. It is anticipated that the study’s findings will add to the body of knowledge regarding the
variables that affect business value.

Hypothesis of research

Investment Opportunity Set’s (IOS) impact on firm value

The term “Investment Opportunity Set” (IOS) refers to a description of the variety of investment options or
business chances (Hartono, 2003). IOS is a business that uses its net profit differently. The Market to Books
Value of Assets (MBVA) ratio, which measures investments in the form of assets used by businesses, is
employed in this study to calculate IOS. In order to increase the value of the company in the eyes of

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS)
ISSN No. 2454-6186 | DOI: 10.47772/IJRISS |Volume VII Issue I January 2023

Page 486
www.rsisinternational.org



investors and the company, investments in the form of assets increase investors’ interest in investing their
capital. According to studies by Astriani (2014), Hidayah (2015), Darmayanti (2016), and Dewi (2019), the
set of investment opportunities has a favorable impact on the value of the company. This implies that the
business value will be better and higher the better or higher the investment opportunity set. The following is
how the hypothesis is put forward in light of the aforesaid theoretical foundation and justification:

H1: Investment opportunity set (IOS) has an impact on firm value.

Good corporate governance’s (GCG) impact on firm value

In other words, good corporate governance is a system that regulates and controls businesses. It is a set of
laws that govern the interaction between shareholders, firm management, government creditors, employees,
and other internal and external stakeholders in terms of rights and obligations (Sutedi, 2006). Investors can
identify companies that effectively apply GCG when the company’s control system can be trusted and the
company is transparent, increasing investor confidence in the company and its worth. According to studies
by Retno (2012), Randy (2013), Syafitri (2018), and Dewi (2019), effective corporate governance increases
the value of a company. This implies that the business value will be better and higher the better or higher the
value of strong corporate governance. The following is how the hypothesis is put forward in light of the
aforesaid theoretical foundation and justification:

H2: good corporate governance (GCG) has an impact on firm value.

Corporate Social Responsibility’s (CSR) Impact on Firm Value

Corporate social responsibility (CSR) is the responsibility of an organization for the impact of its decisions
and actions on society and the environment through transparent and ethical behavior that is consistent with
sustainable development and community welfare, taking into account the interests of stakeholders, in
compliance with applicable law and consistent with international norms, integrated in all organizational
activi (Rusdianto, 2013). When making decisions within the firm, numerous social and environmental
concerns must be taken into account in order to maximize long-term financial performance, which may later
boost the company’s worth. The higher the quality and quantity of a company’s social disclosure concepts,
the more valuable the company will be. CSR has a beneficial impact on company value, according to studies
by Retno (2012), Herwiyanti (2015), Monica (2018), and Dewi (2019). This implies that the business value
will be better and higher the better or higher the value of corporate social responsibility. The following is
how the hypothesis is put forward in light of the aforesaid theoretical foundation and justification:

H3: The value of a firm is positively impacted by corporate social responsibility (CSR).

A Sustainability Report’s (SR) impact on a company’s value

A sustainability report is described as a public report by a corporation to give internal and external
stakeholders an overview of the company’s position and operations on economic, environmental, and social
aspects by Heemskerk, Pistorio, and Scicluna (2002:7). A corporation’s obligation to its stakeholders is
demonstrated by the publication of a sustainability report, and investors will be more confident in a
company with a sustainable mission that can enhance firm value. The purpose of the company’s
sustainability report is to entice investors to purchase company stock. The company seeks to improve firm
value by raising the number of outstanding shares and the stock price. The sustainability report has a
favorable impact on firm value, according to studies by Sujati (2014), Fatchan (2016), Latifah (2017),
Maskat (2018), and Siregar (2019). This implies that the firm value will be greater and higher the better or
higher the value of the Sustainability Report.
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The following is how the hypothesis is put forward in light of the aforesaid theoretical foundation and
justification:

H4: A sustainability report enhances the value of the firm.

Method

In an effort to support the research premise, this study was designed using a quantitative methodology. The
population in this study consisted of all 182 manufacturing businesses that were listed and listed (go public)
on the Indonesia Stock Exchange (IDX) between 2017 and 2019. Purposive sampling, or sampling with
specific criteria, was used to carry out the sampling. The following list of sample criteria is used in this
study:

1. Between 2017 and 2019, every manufacturing company listed on the Indonesia Stock Exchange
2. Businesses in the manufacturing sector whose 2017–2019 financial reports are accessible
3. Manufacturing firms with comprehensive data for the factors examined from 2017 to 2019.

In accordance with the aforementioned sampling criteria, 46 of the 182 companies examined between 2017
and 2019 presented full financial disclosures on the Indonesia Stock Exchange. 138 corporate data
observations were made in total.

This study employed a documentation study to gather secondary data from the financial reports of
manufacturing companies listed on the Indonesia Stock Exchange for the years 2017 through 2019; these
reports may be accessible on the website www.idx.co.id. The acquired data was then examined using the
Regression Linier Analysis following analytical techniques in an effort to address the study question.

The relationship between the independent (independent) variables and the dependent (dependent) variable is
explained using multiple linear regression analysis Ghazali (2018:95). Based on the developed hypothesis,
the regression equation has the following form:

NP = a + B1 IOS + B2 GCG + B3 CSR + B4 SR + E …. (1)

Description formula

NP : Firm Value
a:  contstant
B1-B4: coefficient of regression
IOS: Investment Opportunity Set
GCG: Good Corporate Governance
CSR : Corporate Social Responsibility
SR: Sustainability Report
E: Error

Result and Discussion

The study’s findings indicate that each variable’s standard deviation value is less than the mean, indicating
that the data are good. This is because the standard deviation is a reflection of a very high deviation,
ensuring that the distribution of the data displays normal results and does not introduce bias, as shown in
Figure 1.
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Table 1 Data Description 

The results of data collection were carried out by prerequisite regression tests including normality tests,
multicollinearity tests, heteroscedasticity tests and autocorrelation tests. The test results can be seen in table
2, table 3, table 4 and table 5 respectively.

Table 2 Result of Normality test

The Asymp. Sig (2-tailed) is 0.084 > 0.05, which indicates that the residual data is normally distributed or
that the assumption of normality is satisfied, according to the results of the normality test in Table 2 using
the Kolmogorov-Smirnov Test technique.

Table 3 Result of Multicollinearity test

Based on the results in table 3, the tolerance coefficient is greater than 0.10 and VIF is less than 10. This

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS)
ISSN No. 2454-6186 | DOI: 10.47772/IJRISS |Volume VII Issue I January 2023

Page 489
www.rsisinternational.org



means that the variable investment opportunity set, good corporate governance, corporate social
responsibility, and sustainability report on the firm value used does not occur multicollinearity and the
model regression is feasible to use.

Table 4 Result of Autocorelation test

The test results reveal that the dw value is 1.894, where the du value is derived from the Durbin Watson
statistical table with 138 observations (n) and the number of independent variables (k) being 4, and the
autocorrelation test results are obtained using the criterion du dw (4-du) is 1.7819 1.902 2.2181. These
findings demonstrate the absence of autocorrelation in the constructed regression model.

Table 5 Result of Heterocedasticity test

The significant value of each independent variable is more than 0.05, which may be explained by the
heteroscedasticity test results in Table 5 above. This result indicates that there is either no heteroscedasticity
or the variance in the regression model is the same from one test to the next.

According to Table 3, the constant value () is 9.102, the regression coefficients (r1), (r2), (r3), and (r4) are
each 0.0155, -0.022, 2.363, and 13.585 respectively. The equations for the multiple linear regression model
can be constructed using the values of the constants and regression coefficients as follows:

NP = 9,102 + 0,0155 IOS – 0,022 GCG + 2,363 CSR – 13,585 SR

Description formula

NP: Firm Value
a: contstant
B1-B4: coefficient of regression
IOS: Investment Opportunity Set
GCG: Good Corporate Governance
CSR : Corporate Social Responsibility
SR: Sustainability Report
E: Error 

As can be seen from the results of the multiple linear regression equation, a constant value () of 9.102
indicates that the firm value will be 9.102 percent if the independent variables, which are the investment
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opportunity set (IOS), good corporate governance (GCG), corporate social responsibility (CSR), and
sustainability report (SR), are equal to zero. With a regression coefficient value of 0.155 and a significance
level of 0.000 less than 0.05, the investment opportunity set variable (IOS) has a positive impact on
company value. Accordingly, the firm value will increase by 0.155 percent if the IOS variable grows by one
percent and the other variables remain unchanged. With a regression coefficient of -0.022 and a significance
level of 0.258 higher than 0.05, the good corporate governance (GCG) variable had no impact on business
value. Corporate social responsibility (CSR) has no effect on business value, as evidenced by the variable’s
regression coefficient value of 2.363 and significance level of 0.585 greater than 0.05. As CSR has no
impact on company value, the variable sustainability report (SR) has a regression coefficient value of -
13.585 and a significance level of 0.090 greater than 0.05.

The analysis’ findings demonstrate that the investment opportunity set has a favorable impact on business
value, supporting H1’s acceptance. IOS is a business that uses its net profit differently. The ratio of market
value to books of assets (MBVA), which measures investment in the form of assets used by businesses, is
employed in this study to measure IOS. Investment in the form of assets increases investors’ desire in
making capital investments, raising the business’s value in their eyes and the company’s perceived quality,
both of which help to raise firm value. According to studies from Astriani (2014), Hidayah (2015),
Darmayanti (2016), and Dewi (2019), the investment opportunity set has a favorable impact on business
value.

Variable good corporate governance has no effect on firm value, so H2 is rejected. This can be taken to
suggest that the company’s GCG index score has no bearing on its ability to increase firm value, and that
there is no additional economic benefit to be gained from being named “The Indonesia Most Trusted
Company – based on CGPI.” The components of the CGPI calculation do not require a third party, such as a
public accounting firm, such that external oversight determines if the company’s performance is excellent or
bad, hence GCG has no impact on firm value. Investors will be less interested in viewing it from a GCG
viewpoint as a result. The findings of this study conflict with those of Retno (2012), Randy (2013), and
Syafitri (2018), whose studies found that strong corporate governance enhances business values. The
findings of this study, however, are consistent with those of studies by Herwiyanti (2015) and Fatchan
(2016), which found no relationship between excellent corporate governance and business value.

H3 is disproved by the findings of the analysis of the CSR variable, which demonstrate that corporate social
responsibility has no impact on business value. According to the Limited Liability Corporation Law No. 40
of 2007, a company must engage in CSR and report it because failing to do so could result in legal
repercussions. As a result, firm value is unaffected by CSR disclosure. This study’s findings contradict those
of studies by Retno (2012), Herwiyanti (2015), and Dewi (2017), which found that corporate social
responsibility enhances firm values. The findings of this study, however, are consistent with those of a study
by Ardimas (2015) that found no connection between corporate social responsibility and firm values.

H4 is rejected since it is clear from the criterion that the sustainability report has no impact on the firm
value. The disclosure of sustainability reports by businesses is not an investor’s evaluation because
sustainability reports have no impact on company value and investors typically are not aware of or
understand them. The findings of this study conflict with those of Sejati (2014), Fatchan (2016), and Latifah
(2017), whose studies found that sustainability reports increase firm value. The findings of this study,
however, concur with those of a study by Habibi (2018) that found no connection between sustainability
reports and business value. 

Conclusion

This study looks at the impact of sustainability report, excellent corporate governance, corporate social
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responsibility, and investment opportunity set on business value. Investing opportunity sets have a positive
impact on firm value, whereas good corporate governance, corporate social responsibility, and sustainability
reports have no impact on firm value, according to research findings obtained through statistical testing and
discussion as described in the previous chapter.

The three-year observation duration and utilization of a manufacturing business are the study’s limitations
and recommendations (2017-2019). To widen the scope of the research findings, future researchers will
likely lengthen the observation period and use more samples. It is anticipated that future study would
expand and diversify the independent variables considered, such as environmental performance, firm size,
and solvency.
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