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Abstract--- The paper uses the SPSS 22.0 software and path analysis approach to empirically examine related fundamental factors as profitability and capital structure as mediation to the value of the 89 manufacturing companies listed on the Hanoi Stock Exchange (HNX) in 2011-2019 period. The empirical results of the study prove that profitability has no significant effect on firm value. The capital structure has a positive and significant effect on the value of the company, and at the same time as a mediator. This result is expected to be able to contribute in the form of new policy changes that must be done by the company to increase value.
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I. INTRODUCTION

The company’s goal is to maximize the prosperity of the company owner, this is reflected by maximizing the stock price. Maximizing the value of the company is an articulation of the philosophical concept of financial management. This process is done through maximizing profit or income by calculating risk factors, which are related to retaining earnings or expanding and considering the time value of money in terms of present value and future value of money, Fama and French (2002) and Frank and Goyal (2003) Shyam-Sunder and Myers (1999). The stock price is a reflection of the positive or negative value of the value of the company that is able to provide a signal for investors to continue investing or the Company aims to maximize the welfare of shareholders through investment, financing, and dividend decisions and policies as reflected in share prices on the Fama and French stock markets (2002) and Frank and Goyal (2003) Shyam-Sunder and Myers (1999).
The company was founded with the aim of increasing investor prosperity, this goal can be achieved if the company is able to optimize the financial side which is considered as a blood of the company. This optimization can be done through the application of decisions in management precisely because the right decision will be able to have an impact on the firm's value that investors expect. The company’s ability to make a combination of decisions on the financial side will be able to produce effective and efficient policies in an effort to increase the value of the company Fama and French (2002) and Frank and Goyal (2003) (Nwamaka & Ezeabasili, 2017). Many factors that influence firm value have been largely debated in previous studies to bring new contributions to empirically increasing company value. Capital structure, profitability, leverage, liquidity have addressed the dominant side in determining company value from empirical research studies in previous studies (Aggarwal & Padhan, 2017; Chen et al., 2019; Dang et al., 2019; Hirdinis, 2019; Kodongo et al., 2015), signaling theory and pecking order theory have been able to be the basis of scientific settlement for financial management research in increasing the value of the company Shyam-Sunder and Myers (1999), signaling theory is an open gap for the emergence of information asymmetry for agents and investors in making investment decisions Shyam-Sunder and Myers (1999), meanwhile pecking order theory has also been able to provide a good basis for rationality related to further action in terms of profitability to be used as a funding decision and dividend decision of these two decisions become the basis of whether or not a company should make expansion and give additional prosperity for investors, of course this is not bi It is separated from investment decisions, Fama and French (2002) and Frank and Goyal (2003). Departing from this containment pecking order theory and signaling theory have been able to provide a fairly optimal perspective in the knowledge of investors and managers in an effort to optimize firm value, Fama and French (2002) and Frank and Goyal (2003), (Aggarwal & Padhan, 2017; Chen et al., 2019; Dang et al., 2019; Hirdinis, 2019; Kodongo et al., 2015; Li Ju & Shun Yu, 2011).
If the company has high profitability there are two choices that must be taken as an option to provide prosperity to the company, dividend policy options are offered whether the dividends will be shared with investors or the idea of expansion to expand the company which will later bring the company into a larger side indirectly enjoyment investors will increase Fama and French (2002) and Frank and Goyal (2003) Shyam-Sunder and Myers (1999) (Aggarwal & Padhan, 2017; Chen et al., 2019; Dang et al., 2019; Hirdinis, 2019; Kodongo et al., 2015); (Li Ju & Shun Yu, 2011). When the firm chooses to invade the agents, in this case the manager will ask himself whether the capital structure owned is sufficient to expand the business or create a business’s portfolios, the own capital derived from retained earnings is the only capital owned but to guarantee companies capable of going concern as a result of their expansion in operations sometimes debt needs to be taken into consideration when capital alone is unable to provide a smooth operational company (Aggarwal & Padhan, 2017; Chen et al., 2019; Dang et al., 2019; Hirdinis, 2019; Kodongo et al., 2015); (Li Ju & Shun Yu, 2011). Firm value is certainly influenced by many factors, including fundamentally (Aggarwal & Padhan, 2017; Chen et al., 2019; Dang et al., 2019; Hirdinis, 2019; Kodongo et al., 2015); (Li Ju & Shun Yu, 2011); Suciahi and Jay Mark Cambarihan (2015) in their research proved that profitability had a positive and significant effect on firm value. On the other hand, (Demirgunes, 2017) (Oino & Ukaegbu, 2015) proves the opposite, where profitability has a negative and not significant effect on firm value in the Manufacturing industry. Another fundamental factor is capital structure, which proves that capital structure has a positive and significant effect on firm value. Rajhans et al (2013), prove the existence of a research gap, in which capital structure does not have a significant negative effect on firm value.
Based on the phenomena and the existence of a research gap, an empirical study is needed in making a basic model of profitability and capital structure-based increase in company value as empirical evidence of the application of signaling theory and pecking order theory above, so this study stems from previous studies as a result of deficiencies and inconsistencies. This research is expected to provide a basic model building scenario to create a basic model of increasing firm value based on empirical research.
AI. LITERATURE REVIEW
Signaling Theory
Walk et al (2001) state that signaling theory is a company initiative by voluntarily conveying information to the public through the capital market. For management, this is aimed at keeping investors in place and not moving to other companies. Information conveyed included financial performance, which was intended to reduce information asymmetry between the company (manager) and external parties (stakeholders). This signal reflects that the company has a far better performance than other companies. The information asymmetries in question are:  (1). Adverse selection, meaning that managers and internal company are more aware of all forms of company information, compared to external parties; (2). Moral danger, which means that the activities carried out by managers are not fully known by investors (shareholders, creditors), so that managers can take adverse actions (Scott, 2002). Seeing the importance of anticipation for this information asymmetry, it must be able to reduce or eliminate information asymmetry, which in the end investors will provide high value to the company so that the company's value increases. The reason is that transparent and good company reports on company performance will have an impact on increasing firm value (Jensen and Meckling, 1976).
Pecking order theory
Pecking Order Theory has been able to bring significant results when this theory has been able to be accepted in descriptive literature. Sunder and Myers (1999) developed this main theory in the field of corporate finance in its description related to capital structure. This is believed to be an alternative theory to the trade-off theory where companies have a hierarchy of perfect financing decisions. Pecking order theory explains that companies try to use their internal financing sources first; Retained earnings then issue debt and then issue equity as a last resort. This theory explains the company's financial decision making. According to Shyam-Sunder and Myers (1999) pecking order theory correctly anticipates the impact of earnings. Whereas, Fama and French (2002) and Frank and Goyal (2003), the theory has several other complications as well. At present there is not much help in managing the company's financial resources.
Profitability
From the perspective of pecking order theory, for companies with high profitability, they have more internal funds compared to companies with low profitability. This has an impact on the decision to finance most of the funding needs, preferring funds sourced from internal sources first. The high profits obtained by the company, means the lower use of debt (Brigham and Joel F. Houston, 2006: 713). Singhvi and Desai H.B. (1971) states that companies will disclose more information when they achieve profitability above the industry average, this is intended to signal to owners about the company's strong position to survive. Profitability is of course used as a signal as an investment opportunity, so profitability plays a key role (Gilchrist and Himmelberg C.P., 1995; and Kaplan and Zingales L., 1997). Companies with high profitability are captured as a positive signal for investors to invest their funds to get certain returns. The rate of return obtained shows how well investors see the value of the company. When the company records a very large profit level, investors are motivated to invest, the impact of rising stock demand as well as stock prices, which then affects the value of the company (Brigham and Joel F. Houston 2006).
Capital Structure
Capital structure is the relationship between liabilities and equity, where obligations limit management while equity (capital) can increase flexibility in decision making (Alfi and MH. Safarzadeh, 2016). Reviewing the capital structure is useful for looking at the proportion of funds sourced from creditors (external) as well as looking at the ability of shareholders to fund a company (Pahuja, and Anu Sahi, 2012). Weston and Copeland (1997) also stated that capital structure is a comparison between long-term debt (for example bonds and installment debt) with own capital (consisting of various types of shares and retained earnings). The company's capital structure is determined by the proportion of debt and equity capital used in financing company assets (Pahuja, and Anu Sahi, 2012).
Asif and Bilal Aziz (2016) in their research concluded that decision making on capital structure is a very crucial factor in determining the effectiveness of the company's financial performance and stock performance which is reflected in the company's value. Capital structure management is divided into two strategies namely opportunistic and efficient behavioral strategies (Alfi and MH. Safarzadeh, 2016). Matthews (1994) revealed that financial managers in making decisions will take into account the capital structure that can maximize the value of the company (optimal capital structure). According to Pahuja, and and Anu Sahi (2012), optimal capital structure is a capital structure that balances risk with returns so that maximum stock prices will have implications for increasing company value. In this regard, Myddelton (2002) revealed that for companies that have higher business risks, they must take smaller financial (debt) risks, the reason being that there could be potential financial pressures.
The Value of Firm
The value of the company is seen as a perception of investors regarding the level of success of the company that is reflected by stock prices. It was also stated that the high value of the company represented the level of prosperity of the owner of the company, so that it became the main concern of investors, which also reflected the performance of reliable financial managers. High stock prices have an impact on the value of the company as well, according to Gitman (2006: 352), the value of the company reflects the actual value per share to be received, if the company's assets are liquidated according to the stock price. The company set short-term goals to obtain optimal profits, while the long-term goal is to maximize the value of the company (Alfi and MH. Safarzadeh, 2016).Stock price is one of the main criteria for investment and company valuation. Investors predict stock price changes with knowledge of the factors that are effective in influencing the value of the company, for the decision to buy or not buy shares (Alfi and MH. Safarzadeh, 2016). Modigliani and Miller M. (1958) with the assumption that the capital market is perfect without arbitration, there are no taxes or transaction costs and the same interest on debt and equity, then the value of the company does not depend on capital structure.
Based on the phenomena, various previous studies and theories above, then summarized into the following framework:
Figure 1: Research Framework
Profitability
H1
Firm Value
Capital Structure
H2
H3


Based on the above framework, the following hypothesis is formulated: 
H1 = profitability has a positive and significant effect on firm value.
H2 = capital structure has a positive and significant effect on firm value. 
H3 = capital structure mediates the effect of profitability on firm value.
BI. RESULTS AND DISCUSSION

The design of this study uses a quantitative approach, with a population of 165 companies in the manufacturing industry listed on the Hanoi Stock Exchange in 2011-2019. Determination of data is done by purposive sampling method, obtained a sample of 89 companies. Operationalization of variables that profitability is proxied by ROA, capital structure is measured through DER, and the value of the company from the perspective of PBV. The analysis tool uses the path analysis approach, which first goes through the normality test, and various classic assumption tests.
Analysis of Sample Descriptions and Research Variables
Determination of the sample using a purposive sampling method with company criteria that is always consistently recorded during the study period and publish complete data in accordance with research needs. Table 1 shows the process of determining the number of samples:


Table 1: Descriptive Samples
	
No
	
Sector
	
Population
	Criteria I
	Criteria II

	
	
	
	Inconsistent
	Consistent
	Incomplete Data
	Complete Data

	1
	Basic Industry and Chemical
	75
	19
	56
	10
	46

	2
	Various Industries
	45
	12
	33
	9
	24

	3
	Consumer Goods
Industries
	45
	16
	29
	10
	19

	Amount
	165
	47
	118
	29
	89


Source: Authors’ compilation
The sample description table proves that of the 165 companies as populations, many do not meet the sample criteria. Evidently only 89 companies (54%) are included in the sample criteria, and most companies are included in the Basic Industry and Chemical sectors, then Various Industries and Consumer Goods Industries.
Table 2: Proportion of Profitability with Firm Value
	Description
	PBV
	Total

	
	<Mean
	>Mean
	

	Profitability
	<Mean
	Count
	52
	2
	54

	
	
	% within Profitability
	96.3%
	3.7%
	100.0%

	
	
	% within Firm Value
	67.5%
	16.7%
	60.7%

	Capital Structure
	<Mean
	Count
	72
	10
	82

	
	
	% within Capital Structure
	87.8%
	12.2%
	100.0%

	
	
	% within Firm Value
	93.5%
	83.3%
	92.1%


Source: Authors’estimation 
Table 2 shows that of 89 companies in the manufacturing industry the majority (54 companies or 60.7%) had below average profitability (5.27%), and in this group of companies 52 companies (96.3%) had company value is also below average (4.06%). These results indicate that most companies have low profitability in the study period, thereby impacting on the low value of the company. Similar to the capital structure, 82 companies (92.1%) are below the average (4.95%) and among them 72 companies (87.8%) the value of the company is also below the average. This secondary data also shows that capital structure is a consideration for investors, so it has implications for the value of the company.
Test for Normality and Classical Assumptions
The normality test uses the Zskewness approach, the heteroscedasticity test using the Gletjer test, the autocorrelation test is carried out by the Durbin Watson test, and multicollinearity through the VIF test.
Table 3: Test for Normality and Classical Assumptions
	No
	Test
	Result

	1
	Normality
	Zskewness
	0.565

	2
	Heteroskedasticities
	Sig. profitability → firm value
Sig. Capital structure → firm value
	0.101
0.308

	3
	Autocorelation
	Durbin Watson (DW)
	1.845

	4
	Multicolinierity
	VIF profitability → firm value VIF structure model → firm value
	1.222
1.746


Source: Authors’estimation 
Proof in Table 1 as in the research model, the residual data is stated to meet normality, because the Zskewness value <0.20. At the same time free from the problem of classical assumptions of both heteroscedasticity (significance> 0.50). In the model there is also no autocorrelation problem because of Duk2; n89 <DW <4-Du (1.701 <1.845 <2.299); and at the same time free from multicollinearity that appears from the VIF value <10 (Ghozali, 2016).
The Model Test
The test is carried out with the stages of the F test and the coefficient of determination, each of which is explained as follows:
Table 4: The Model Test
	No
	Test
	Result

	1
	F - Test
	F count
	16.069

	
	
	Sig. F
	0.000

	2
	Test the coefficient of determination
	R
	0.602

	
	
	R Square
	0.362

	
	
	Adjusted R Square
	0.339

	
	
	Std. Error of the Estimate
	20.998


Source: Authors’estimation 
The model test proved that profitability and capital structure were able to explain the value of the company significantly, this result was evidenced from the calculated F coefficient> F table-k-1 (16.069> 3.07) and the significance of F <0.05. Strengthened by the determination coefficient test obtained correlation coefficient (R) of 0.602 so that profitability and capital structure have a strong correlation to firm value. R Square coefficient of 0.362 thus the ability of profitability and capital structure in explaining the value of the company of 36.2% and the remaining 63.8% is explained by other variables. The results of this study have a level of confidence to increase the ability of independent variables in explaining the dependent variable 0.339 (33.9%) as evidenced by the value of Adjusted R Square. Furthermore, the test results also prove the estimated error rate of 20.998 in predicting the model.
Partial Effective Contribution
This test is carried out to measure the effectiveness of the independent variable on the dependent variable.
Table 5: Partial Effective Contribution
	No
	Test
	β
	r
	Partial Effective Contribution

	1
	Profitability → Firm Value
	-0.109
	-0.250
	0.027

	2
	Capital Structure → Firm Value
	0.268
	0.235
	0.063


Source: Authors’estimation 
The contribution of each independent variable to the value of the company in this study is low. Profitability makes an effective contribution to the company's value of only 2.7%. Furthermore, the capital structure contributes to a larger capital structure of 6.3%. The results prove that capital structure has a more dominant contribution compared to profitability.
Hypothesis Test
Proof is done empirically with the following:
Table 6: Hypothesis Test
	No
	Test
	t count
	Sig
	Conclusion

	1
	Profitability → Firm Value (H1)
	-0.837
	0.405
	Support

	2
	Capital Structure → Firm Value (H2)
	2.094
	0.039
	Doesn’t Support


Source: Authors’estimation 
Table 6 proves that profitability has no significant effect on firm value as evidenced by t arithmetic <t table n-k; α5% (-0.837 <1.657) with significance (0.405)> 0.05 thus does not provide support for the hypothesis formulation. Unlike the case with capital structure, in this test provides support for the hypothesis that the capital structure has a positive and significant effect on firm value.
Mediation Test
Mediation test is conducted to determine the capital structure variable in contributing to the effect of profitability on capital structure. This test is carried out with the path analysis model thus intended to determine the magnitude of the indirect effect. Seeing the effect of profitability on the insignificant capital structure, it becomes interesting to do further testing through mediation, as well as developing from the results of previous studies. The test is carried out as follows:
Figure 2: Mediation Test
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Profitability is proven to have an indirect direct effect on firm value. These results prove that capital structure is able to mediate the effect of profitability on firm value in the Manufacturing industry (supporting H3). This total effect is 0.292 with an epsilon (ɛ) value of 0.678 which means that the magnitude of the influence of other variables outside the mediation model in this study is 67.8%.
Effect of Profitability on Firm Value
According to Modigliani and Miller, M. H. (1958) states that the value of the company can be explained on the profits that can be obtained by the company. The motives of investors in any investment, get a return consisting of returns. In fact, in this study the theory was not proven because the results of hypothesis testing explained that profitability had no significant effect on the value of companies included in the manufacturing industry listing on the Hanoi Stock Exchange in the 2011-2019 period. This result is because it appears that the company’s financial performance (Table 2) in this period did not show a good trend. In fact what happened, out of 89 companies, 54 companies (60.7 %) of them had below average profit. In addition, the average company in the industry is only 5.268%. Considering that the manufacturing industry requires very high operational costs, so that the budget and capital costs are high, so it has a very high level of risk, the average achievement of this profit is very low. As a result, 52 companies (96.3%) had below average companies’ values. The average value of companies in this industry is also low, namely 4.062%, thus the average investor gives a low valuation on these stocks.
Companies with high profits are considered to have good prospects and therefore require a larger amount of funds to meet expansion needs so that the use of the amount of debt will increase (Aggarwal & Padhan, 2017; Chen et al., 2019; Dang et al., 2019; Hirdinis, 2019; Kodongo et al., 2015); (Li Ju & Shun Yu, 2011); Suciahi and Jay Mark Cambarihan (2015). Companies with high profit values tend to have good prospects for the company. This is expected by the company to expand the business carried out by the company as an essence of dividend policy carried out by the company, when the company does this expansion, the profit value that is transformed through a dividend is not able to cover the needs of the capital structure that is the basis of the expansion as a result of the existence of a form of debt as a fulfillment of the need for capital structure using the value of debt (Aggarwal & Padhan, 2017; Chen et al., 2019; Dang et al., 2019; Hirdinis, 2019; Kodongo et al., 2015; Li Ju & Shun Yu, 2011; Suciahi and Cambarihan, 2015). The use of this debt will have an impact on the emergence of the existence of signaling theory, namely asymmetry of information to managers and investors due to the high debt ratio also has an impact on the decline in the value of the company calculated on a debt basis, a decline in the value of the company due to the swelling of the debt value will bring an information asymmetry to investors This decline in the value of the company will affect investment decisions by investors. Therefore, investors do not make profitability the main focus of attention to decide on investments in these shares. It is realized by investors that investment in manufacturing industry companies carries a very high risk, and at the same time requires high fixed assets. The need for fixed assets, especially those in the category of assets that can be depreciated, will lead to a book value of these assets will be smaller (Guner, 2015).
As a result, profits appear high so this condition is captured as a negative signal for investors or potential investors, because the profit achievement is considered biased due to low book value. As a result, investor interest in investing in stocks that fall into this condition is also low. This low demand has an impact on the low price of the stock, then the value of the company goes down, this is because investment decisions made by investors see from the dualism of the value of the company's assets that are real assets and financial assets when investors see the perspective of valuing these assets, so they tend make further analysis namely evaluating investment feasibility (Aggarwal & Padhan, 2017; Chen et al., 2019; Dang et al., 2019; Hirdinis, 2019; Kodongo et al., 2015); (Li Ju & Shun Yu, 2011); Suciahi and Jay Mark Cambarihan (2015). However, contradictory results related to this finding which states that a company's profits can significantly increase the value of the company this is because the company is able to reduce the value of debt and proportionally able to apply dividend policies correctly so as to provide a resultant balance between investment needs and wants of Hirdinis investors (2019), Sucuahi and Jay Mark Cambarihan (2016), Guner (2015).
Effect of Capital Structure on FirmValue
Chavali and Rosario (2018) show that capital structure can make a substantive contribution to firm value. The results of hypothesis testing prove and provide support for the statement, that the capital structure has a positive and significant effect on firm value. This proof shows that in the study period that investors focus more attention on the company’s capital structure rather than profit. Baker, M. e al. (2002) explain that managers cannot regulate the market, except by providing positive signals through reducing information asymmetry by publicizing the company's financial performance. The capital structure of the company has the essence of debt whether its own capital is a source of funding from a company, optimal use of funding sources and will effectively determine the effectiveness of funding decisions made by company managers to contribute prosperity to investors Moridipour et al (2013); (Aggarwal & Padhan, 2017; Hirdinis, 2019; Ibrahim, 2017; Khasawneh & Staytieh, 2017; Maxwell & Kehinde, 2012; Vo & Ellis, 2017). Capital structure using the concept of debt is expected to be able to increase the value of the company according to the concept of the pecking order theory which states that debt can be taken when the benefits received can have a better impact on the company. When the company’s liquidity is sufficiently smooth, the creditor will give confidence to the company in terms of debt provision, the trust given by the lender to the company will bring a positive signal to show evidence that there is an effective management of the company to ensure the company’s operations run smoothly according to the orientation of funding decisions in the company's finances Moridipour et al (2013) ; (Aggarwal & Padhan, 2017; Hirdinis, 2019; Ibrahim, 2017; Khasawneh & Staytieh, 2017; Maxwell & Kehinde, 2012; Vo & Ellis, 2017). Companies that are able to manage funding structures optimally will be able to provide value to the company so that the benefits from this debt will be able to increase the value of the company.
Finally, looking at capital structure is a function of past market valuation of securities rather than the desire to achieve optimal capital structure or as a result of following a sequence of powers (Baker, and Wurgler, J., 2002). High company value is not only the center of attention for companies and investors, but also for creditors and even the government. The company's value is also used as a reference for creditors to provide loans (Ibrahim, 2017).
Effect of Profitability on Firm Value Mediated by Capital Structure
The results of the study empirically prove that capital structure mediates the effect of profitability on the value of companies in the manufacturing industry listed on the Hanoi Stock Exchange during the study period. Financial leverage decisions are a very important part that should be the center of attention for financial managers, so an in-depth study of capital structure must be carried out, which is the combination of debt and equity. High profit for companies has two options whether to stay with a fixed company size by providing the performance of managers who are able to increase the prosperity of investors or try to make a significant expansion with increased profits in making the expansion there is a challenge the need to optimize a funding decision. company expansion costs run smoothly when capital alone is unable to cover this debt becomes the best choice when an optimization of debt will bring a pretty good impact for the company when not doing investor debt Moridipour et al (2013); (Aggarwal & Padhan, 2017; Hirdinis, 2019; Ibrahim, 2017; Khasawneh & Staytieh, 2017; Maxwell & Kehinde, 2012; Vo & Ellis, 2017). In large-scale companies in the long term if funding is more focused from internal sources, it will have an impact on capital difficulties due to the limited ability of internal capital. Therefore, such companies that are included in the Manufacturing industry require additional funds, namely through the optimization of capital structure, whether using long-term debt or own capital. In addition to the benefits obtained from debt to strengthen the capital structure that can increase greater benefits for the company, another thing that is the reason for the company is that the interest paid on the use of the debt as a strategy for tax reduction. The next advantage is that shareholders do not have to share profits with creditors because creditors get a fixed return (Abeywardhana, 2017). Myers (2003) is in line with the trade off theory as long as there is a balance between profits and the burden that must be paid for the use of debt, it will be an option for the company. Trade-off theory which states that companies that are taxed, automatically the value of the company has a linear effect (positively) related to debt (Modigliani and Miller, 1958).
(Dang et al., 2019; Hirdinis, 2019) proves that leverage is able to mediate profitability to the value of the company. The prospects shown when the company is able to bring these high profits become a signal for both managers and investors to agree on company expansion so that dividend policy is also necessary changed the maneuver to make retained earnings into own capital for the company to increase its size in addition to the concept of debt as a carrier of the benefit of the pecking order theory is able to imply a benefit that will be obtained when the company goes into debt, these two important decisions namely funding decisions and dividend decisions that are harmonized will able to provide benefits for increasing the value of the company in the future because the size of the company increases while the concept of funding has been running effectively and efficiently it will also bring a signal for investors to invest in the company (Aggarwal & Padhan, 2017; Hirdinis, 2019; Ibrahim, 2017; Khasawneh & Staytieh, 2017; Maxwell & Kehinde, 2012; Vo & Ellis, 2017).
IV. CONCLUSION AND IMPLICATION

The conclusion in this research is that the capital structure of assets shows an influence on firm value, the concept of capital structure has also shown the results of bridging profitability towards firm value this means that the capital structure becomes a reference when the company expands when it has high profitability but given the importance of the smooth operational of the company after the company This expansion is a review of debt as a source of funding that will later have an impact on increasing the value of the company. This is where the existence of the pecking order theory is indicated, besides the better value of the company after the expansion will be a signal for investors to invest in the manufacturing company.
Theoretically, the findings of this study are able to provide a brief description of the strengthening of the application of signaling theory and pecking order theory in the basic model of this study related to the creation of basic building scenario models that are expected to contribute to the body of knowledge in a basic model in financial management science in terms of increasing company value , while practically the findings of this study are expected to provide recommendations for the emergence of new policies for manufacturing companies in Indonesia related to the optimal use of company profits and debt options related to their benefits in increasing company value so that this raises a good signal for investors.
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