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	4.1. General Overview
	The objects in this study are companies from pharmacy sector listed in Indonesia Stock Exchange. Based on purposive sampling method, this research only use seven pharmacy companies, they are:
	1) PT Darya-Varia Laboratoria Tbk
	PT Darya-Varia Laboratoria Tbk first did its operation on 1976. The company has two factories in Gunung Putri and Citeureup which has world-class manufacturing facilities and certified as Good Manufacturing Practice (cGMP). The company makes a wide ra...
	On 1994, PT Darya-Varia Laboratoria Tbk conducted an Initial Public Offering of 10,000,000 common stocks or shares with nominal value of Rp 1,000 per share at an offering price of Rp 6,200 per share. PT Darya-Varia Laboratoria Tbk officially listed on...
	2) PT Kimia Farma (PERSERO) Tbk
	PT Kimia Farma (PERSERO) Tbk was established on 1817 which made the company is the first pharmacy company in Indonesia. Kimia Farma runs the business in healthcare area which supported by pharmacy factory, research and development, distribution and tr...
	pharmacy retail, as well as laboratories and clinic. On July 4th, 2001, the company conducted an Initial Public Offering. PT Kimia Farma (PERSERO) Tbk shareholders are dominated by Indonesian Government with percentage of 90.025% and public with perc...
	3) PT Kalbe Farma Tbk
	PT Kalbe Farma Tbk was established in 1966 and has become the leading pharmaceutical company in Indonesia. PT Kalbe Farma Tbk expands its business and become a provider of an integrated healthcare solution through 4 business divisions; they are Prescr...
	PT Kalbe Farma Tbk also becomes the largest publicly-listed pharmaceutical company in Southeast Asia, commanding a market capitalization of Rp71 trillion. As of December 2018, PT Kalbe Farma Tbk shareholders are dominated by public with percentage of ...
	4) PT Merck Tbk
	PT Merck Tbk was established on October 14th, 1970. The Head Office & Factory is located at Jl. TB Simatupang No. 8, Pasar Rebo, East Jakarta, 13760. PT Merck Tbk parent company, Merck KgaA, is located at Darmstadt, Germany, and was established since ...
	Merck Group consists of 3 business sector; they are Healthcare (Biopharma, Consumer Health, Allegopharma, and Biosimilars), Life Science, and Performance Materials. In Indonesia, the Healthcare sector consists of 2 divisions; they are Biopharma and Co...
	5) PT Pyridam Farma Tbk
	6) PT Industri Jamu & Farmasi Sido Muncul Tbk
	On 1970, Industri Jamu & Farmasi Sido Muncul Tbk was created with CV Industri Jamu & Farmasi Sido Muncul as the name of the company. On 1975, the company name changed into PT Industri Jamu & Farmasi Sido Muncul. On 1997, this company built sub factori...
	As of December 2018, PT. Industri Jamu & Farmasi Sido Muncul shareholder was dominated by PT. Hotel Candi Baru with percentage of 81% and public with percentage of 19%.
	7) PT Tempo Scan Pasific Tbk
	PT Tempo Scan Pasific Tbk is part of Tempo Group which started its own business activities through PT PD Tempo on November 1953. On 1994, PT Tempo Scan Pasific Tbk conducted an Initial Public Offering and registered 75,000,000 shares in Indonesian Sto...
	PT Tempo Scan Pasific Tbk produces several medicines with a famous brand as well as produces medicine which purchasing must use prescription from doctor. As of December 2018, PT Tempo Scan Pasific Tbk shareholder was dominated by PT Bogamulia Nagadi w...
	4.2. Descriptive Statistics
	Descriptive statistics is done in order to know the maximum, minimum, average, and standard deviation of each data.
	Table 4.1. Descriptive Statistics of Price to Book Value
	Source: Secondary data processed (2020)
	Based on the result of data processing in table 4.1 above, minimum value is decreasing from 2014 to 2015 then started to increase from 2015 to 2016. However, the minimum number is decreasing from 2016 to 2018. From 2018 to 2019 the minimum value remai...
	Mean and standard deviation value showing the same movement as minimum and maximum value. The average of mean value of PBV data is 3.367 and the average of standard deviation value of PBV data is 2.235. It shows that mean is higher than standard devia...
	Table 4.2. Descriptive Statistics of Current Ratio
	Source: Secondary data processed (2020) (1)
	Based on the result of data processing in table 4.2 above, minimum value is increasing from 2014 to 2015 then started to decrease from 2015 to 2019. The lowest minimum value of CR is 0.99 on 2019 and PT Kimia Farma (Persero) Tbk has this value. Maximu...
	Mean value is decreasing from 2014 to 2017 then started to slightly increase from 2017 to 2018. From 2018 to 2019 the mean value is decreasing. The standard deviation is decreasing from 2014 to 2017 then started to increase from 2017 to 2018. From 201...
	Table 4.3. Descriptive Statistics of Return on Assets
	Source: Secondary data processed (2020) (2)
	Based on the result of data processing in table 4.3 above, minimum value is increasing from 2014 to 2017 then started to decrease from 2017 to 2019. The lowest minimum value of ROA is 0.0009 (0.09%) on 2019 and PT Kimia Farma (Persero) Tbk has this va...
	Mean value is decreasing from 2014 to 2015 then started to slightly increase from 2015 to 2016 and decrease from 2016 to 2017. Mean value started to increase from 2017 to 2018 and started to decrease from 2018 to 2019. The standard deviation is decrea...
	Table 4.4. Descriptive Statistics of Debt to Equity Ratio
	Based on the result of data processing in table 4.4 above, minimum value is increasing from 2014 to 2015 then started to decrease from 2015 to 2016 and increase from 2016 to 2018. From 2018 to 2019 the minimum value remains the same. The lowest minimu...
	Mean value is increasing from 2014 to 2015 then started to slightly decrease from 2015 to 2016 and increase from 2016 to 2018. From 2018 to 2019 the mean value is decreasing. The standard deviation is increasing from 2014 to 2018 and started to decrea...
	4.3. Stationary Test
	Table 4.5. Stationary Test Result
	4.4. Panel Data Model
	4.4.1. Common Effect Model

	Common effect model is a model that combines data regardless of time and some individual differences. In this model, there is no need for individual dimensions and time and can be assumed by the behavior of company data to be the same at different tim...
	Table 4.6. Common Effect Model
	Source: Secondary data processed (2020) (3)
	In this study, the author uses 95% confidence level of the variable which means if the alpha (α) value is smaller than 0.05, the independent variable significantly affect to the dependent variable and if the alpha (α) value is greater than 0.05, the i...
	Based on the result in Table 4.6 above, it can be seen that the probability or alpha (α) value for Current Ratio (CR) and Debt to Equity Ratio (DER) are greater than 0.05. It means that Current Ratio (CR) and Debt to Equity Ratio (DER) is not signific...
	The R-squared value for this model is 0.232948 or 23.29%. It can be said that the independent variables in this study can describe or give distribution to the dependent variable, Price to Book Value, for 23.29% while the other 76.71% are explained by ...
	4.4.2. Fixed Effect Model

	Fixed effect model assumes that the intercept between individual’s data can be accommodated from different interception while the slopes between individuals remain the same for company and time data. The result is obtained below after data processing ...
	Table 4.7. Fixed Effect Model
	Source: Secondary data processed (2020) (4)
	In this study, the author uses 95% confidence level of the variable which means if the alpha (α) value is smaller than 0.05, the independent variable significantly affect to the dependent variable and if the alpha (α) value is greater than 0.05, the i... (1)
	The R-squared value for this model is 0.687458 or 68.75%. It can be interpreted that the independent variables in this study can describe or give distribution to the dependent variable, Price to Book Value, for 68.75% while the other 31.25% are explai...
	4.4.3. Random Effect Model

	Random effect model assumes that each company has a different intercept. Random effect model referred as an error component model because in this model the parameters are different between the cross-sectional units or between the times put in an error...
	Table 4.8. Random Effect Model
	Source: Secondary data processed (2020) (5)
	In this study, the author uses 95% confidence level of the variable which means if the alpha (α) value is smaller than 0.05, the independent variable significantly affect to the dependent variable and if the alpha (α) value is greater than 0.05, the i... (2)
	The R-squared value for this model is 0.098848 or 9.88%. It can be interpreted that the independent variables in this study can describe or give distribution to the dependent variable, Price to Book Value, for 9.88% while the rest are explained by oth...
	4.5. Panel Data Model Selection
	Panel data model has to be checked before getting selected. Common effect model on table 4.6 shows there is one independent variable has significant effect to dependent variable. However the independent variable gives 23.29% contribution only to depen...
	Table 4.9. Transformed Common Effect Model
	Source: Secondary data processed (2020) (6)
	Common effect model is the simplest model where it only combines cross section and time series data. In this model, the uniqueness of every individual and the variables response over the time are not distinguished in this model (Gujarati, 2009). In ot...
	Based on the result in table 4.9, the value of DW (Durbin Watson) changed into 2.202331 which means there is no autocorrelation in the model. The R squared value in the model also increase into 48.57% and the F statistic is significant which means the...
	Fixed effect model on table 4.7 shows the R square value of the model is high, 68.74%. The value of DW (Durbin Watson) of the model is 1.954273 which closes to 2. It shows there is almost no autocorrelation in the model. The value of F statistic is si...
	Fixed effect model allowing individuals data to have their own intercept value but consistent (not vary) over time (time invariant). Fixed effect model may not be able to identify the impact of time invariant variable since the individuals will not ch...
	Table 4.10. Transformed Fixed Effect Model
	Source: Secondary data processed (2020) (7)
	After being transformed, the result shows that Debt to Equity Ratio (DER) variable has probability or alpha (α) value less than 0.05. It means Debt to Equity Ratio (DER) has significant effect to Price to Book Value (PBV). The DW (Durbin Watson) value...
	Random effect model on table 4.8 shows the R square value of the model is low, 9.88%. The value of F statistic is not significant which means the independent variables in the model are not simultaneously affecting the dependent variable. All of the in...
	Table 4.11. Transformed Random Effect Model (White cross-section)
	Source: Secondary data processed (2020) (8)
	After being transformed, the result shows that Debt to Equity Ratio (DER) variable has probability or alpha (α) value less than 0.05. It means Debt to Equity Ratio (DER) has significant effect to Price to Book Value (PBV). However, the value of R squa...
	Table 4.12. Transformed Random Effect Model (White period)
	Source: Secondary data processed (2020) (9)
	After being transformed using white period method, the result shows that Debt to Equity Ratio (DER) and Return on Asset (ROA) variable have probability or alpha (α) value less than 0.05. In other words, Debt to Equity Ratio (DER) and Return on Asset (...
	Table 4.13. Transformed Random Effect Model (Cross-section SUR)
	Source: Secondary data processed (2020) (10)
	After being transformed using Cross-section SUR method, the result shows that there are no independent variables have significant effect to dependent variable. The value of R square and F statistic are still the same as before being transformed. The v...
	In conclusion, random effect model is not suitable for panel data model in this study. It is because there is autocorrelation in the model. If a regression model has autocorrelation, the model will become bias and the significant tests are no longer v...
	There are 3 methods to choose panel data model, they are Chow Test, Hausman Test, and Lagrange Multiplier Test. Chow test is done to determine whether common effect model or fixed effect model is appropriate to be used as panel data regression model. ...
	Since random effect model is not suitable for panel data model, only Chow Test is done in this study.
	Table 4.14. Chow Test Result
	Source: Secondary data processed (2020) (11)
	For Chow Test, H0 will be accepted if the value of F-statistic is less than F-table while H0 will be rejected if the value of F-statistic is greater than F-table. Based on the result on table 4.14, F-statistic value is 3.032578 and F-table value is 2....
	4.6. Classical Assumption Test
	A good regression model is when the model is not bias or does not have unusual relationship between each variable data. Classical assumption test is done in order to know whether the regression model is a good model or not. The regression model can be...
	4.6.1. Residual Normality Test

	Residual normality test is done to determine if the residual has normally distributed or has not normally distributed. A good regression model has normally or near-normal distributed residual. In this study, normality test is using Jarque-Bera test. T...
	Source: Secondary data processed (2020) (12)
	From the figure above, it shows that the probability value is 0.216371 which greater than 0.05. It means that the residual in this study is normally distributed.
	4.6.2. Multicollinearity Test

	This test is to determine whether in the regression model, each independent variable has correlation each other or not. The methods to detect multicollinearity in regression model can be seen from correlation matrix. The regression model can be said d...
	Table 4.15. Multicollinearity Test Result
	Source: Secondary data processed (2020) (13)
	From the table above, the result of correlation matrix indicates that the correlation between each independent variable is not more than 0.90. In other words, the regression model in this study does not have multicollinearity.
	4.6.3. Heteroscedasticity Test

	Hetetoscedasticity test is to determine whether there is an inequality between one residual or variance observation to other observations. The hypotheses are formed as follows:
	Source: Secondary data processed (2020) (14)
	From the table above, the result of probability is greater than 0.05 which means H0 is accepted. There is no heteroscedasticity in the regression model of this study.
	4.7. Regression Analysis of Panel Data
	4.7.1. Feasibility Test (Coefficient of Determination R2)

	The coefficient of determination (R2) provides information about the goodness of fit from the regression model. Gujarati and Porter (2015) mentioned that the coefficient of determination measures the percentage of Y variation explained by variation X.
	Based on the R-squared value on table 4.10, the result is 0.707505 or 70.75%. In other words, the independent variables in this study give 70.75% contributions to the dependent variable, Company Value, while 29.25% are from other factors.
	4.7.2. Coefficient of Regression Tests of Panel Data (t-Test)

	Coefficient of regression tests of panel data or hypothesis testing (t-test) shows how far the influence of one independent variable individually in explaining the dependent variable. This test is used to determine whether independent variables indivi...
	The provision in this test is if t-statistic > t-table or in the H0 rejected area and probability value of each independent variable is less than 0.05, then H0 is rejected. However, if t-statistic < t-table or in H0 accepted area and probability value...
	1) The Effect of Liquidity on Company Value
	Based on table 4.10, the Current Ratio variable, which refers to Liquidity, obtained coefficient value of 0.087455. t-statistic value shows 0.350721 and probability value shows 0.7289. t-statistic value is in H0 accepted area and the probability value...
	2) The Effect of Profitability on Company Value
	Based on table 4.10, the Return on Asset variable, which refers to Profitability, obtained coefficient value of 1.738886. t-statistic value shows 0.668823 and probability value shows 0.5100. t-statistic value is in H0 accepted area and the probability...
	3) The Effect of Capital Structure on Company Value
	The hypothesis of capital structure is has negative effect on company value so the t-table value is on negative point (-1.68595). Based on table 4.10, the Debt to Equity Ratio variable, which refers to Capital Structure, obtained coefficient value of ...
	4.8. Discussion
	1) The Effect of Liquidity on Company Value

	Based on table 4.10, it can be seen that Current Ratio, which refers to Liquidity, has positive result in coefficient, 0.087455. It means Liquidity has a positive relation to Company Value. Assume if the other independent variables are constant, so ev...
	However, the significant result shows that Liquidity has no significant effect towards Company Value. In other words, the increase on Liquidity is not followed by the increase of Company Value. The investors might not focus on Liquidity as their inves...
	2) The Effect of Profitability on Company Value

	Based on table 4.10, it can be seen that Return on Assets, which refers to Profitability, has positive result in coefficient, 1.738886. It means Profitability has a positive relation to Company Value. Assume if the other independent variables are cons...
	The average of Profitability values of Indonesia Pharmacy Companies are still show positive value, which means the companies still can manage their assets to earn profit. Ross (1977) said that signal is an action taken by company’s management to provi...
	However, the significant result shows that Profitability has no significant effect towards Company Value. In other words, the increase on Profitability is not followed by the increase of Company Value. The investors might not focus on Profitability as...
	3) The Effect of Capital Structure on Company Value

	Based on table 4.10, it can be seen that Debt to Equity Ratio, which refers to Capital Structure, has negative effect towards Price to Book Value, which refers to Company Value, with the result in coefficient about -2.209248. It means, Capital Structu...
	Capital structure is a company funding in equity and debt (Subramanyan, 2014). Company's financial stability and risk for insolvency depends on the source of funding and the large variety of assets the company has. The negative effect of Capital Struc...
	The significant result shows that Capital Structure has significant effect towards Company Value. In other words, the increase on Capital Structure is followed by the decrease of Company Value. (Chen & Chen, 2011; Dewi & Wirajaya, 2013; Manurung et al...
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