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Business studies
Management studies
Accoun�ng studies
Economics studies

 

Sec�on Policies
Editorial Informa�on

 Open Submissions  Indexed  Peer Reviewed

Ar�cles

 Open Submissions  Indexed  Peer Reviewed

 

Peer Review Process
Interna�onal Journal of Applica�on on Economics and Business (IJAEB) is an interna�onal journal published by
Graduate Program of Universitas Tarumanagara. Ar�cles submi�ed in this journal will be peer-reviewed before
it can be published. Final decision of ar�cles acceptance will be made by Chief Editors through a forum with
editor board according to Reviewers comments. Type(s) of peer review this journal are,

Editorial review
Peer review
Anonymous peer review
Double anonymous peer review

 

Publica�on Frequency
Interna�onal Journal of Applica�on on Economics and Business (IJAEB) published four (4) �mes a year. 

 

Open Access Policy
This journal provides immediate open access to its content on the principle that making research freely
available to the public supports a greater global exchange of knowledge.

This work is licensed under a Crea�ve Commons A�ribu�on-NonCommercial-ShareAlike 4.0 Interna�onal
License (h�p://crea�vecommons.org/licenses/by-nc-sa/4.0/).

IJAEB by Graduate Program of Universitas Tarumanagara is licensed under a Crea�ve Commons A�ribu�on-
NonCommercial-ShareAlike 4.0 Interna�onal License (h�p://crea�vecommons.org/licenses/by-nc-sa/4.0/)..
Permissions beyond the scope of this license may be available at h�ps://journal.untar.ac.id/index.php/ijaeb
(h�ps://journal.untar.ac.id/index.php/ijaeb/index)

 

http://creativecommons.org/licenses/by-nc-sa/4.0/
http://creativecommons.org/licenses/by-nc-sa/4.0/
https://journal.untar.ac.id/index.php/ijaeb/index
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Publica�ons Ethics
Publica�on Ethics and Malprac�ce Statement

Interna�onal Journal of Applica�on on Economics and Business (IJAEB) is a journal aims to be a leading peer-
reviewed pla�orm and an authorita�ve source of informa�on. We publish original research papers, review
ar�cles and case studies focused on economy and entrepreneurship as well as related topics that has neither
been published elsewhere in any language, nor is it under review for publica�on anywhere. This following
statement clarifies ethical behavior of all par�es involved in the act of publishing an ar�cle in this journal,
including the author, the editor, the reviewer, and the publisher (Graduate Program of Universitas
Tarumanagara). This statement is based on COPE’s Best Prac�ce Guidelines for Journal Editors.

 

Du�es of Authors

1. Repor�ng Standards: Authors should present an accurate account of the original research performed as
well as an objec�ve discussion of its significance. Researchers should present their results honestly and
without fabrica�on, falsifica�on or inappropriate data manipula�on. A manuscript should contain
sufficient detail and references to permit others to replicate the work. Fraudulent or knowingly
inaccurate statements cons�tute unethical behavior and are unacceptable. Manuscripts should follow
the submission guidelines of the journal.

2. Originality and Plagiarism: Authors must ensure that they have wri�en en�rely original work. The
manuscript should not be submi�ed concurrently to more than one publica�on unless the editors have
agreed to co-publica�on. Relevant previous work and publica�ons, both by other researchers and the
authors’ own, should be properly acknowledged and referenced. The primary literature should be cited
where possible. Original wording taken directly from publica�ons by other researchers should appear in
quota�on marks with the appropriate cita�ons.

3. Mul�ple, Redundant, or Concurrent Publica�ons: Author should not in general submit the same
manuscript to more than one journal concurrently. It is also expected that the author will not publish
redundant manuscripts or manuscripts describing same research in more than one journal. Submi�ng
the same manuscript to more than one journal concurrently cons�tutes unethical publishing behavior
and is unacceptable. Mul�ple publica�ons arising from a single research project should be clearly
iden�fied as such and the primary publica�on should be referenced

4. Acknowledgement of Sources: Authors should acknowledge all sources of data used in the research and
cite publica�ons that have been influen�al in determining the nature of the reported work. Proper
acknowledgment of the work of others must always be given.

5. Authorship of the Paper: The authorship of research publica�ons should accurately reflect individuals’
contribu�ons to the work and its repor�ng. Authorship should be limited to those who have made a
significant contribu�on to concep�on, design, execu�on or interpreta�on of the reported study. Others
who have made significant contribu�on must be listed as co-authors. In cases where major contributors
are listed as authors while those who made less substan�al, or purely technical, contribu�ons to the
research or to the publica�on are listed in an acknowledgement sec�on. Authors also ensure that all the
authors have seen and agreed to the submi�ed version of the manuscript and their inclusion of names as
co-authors.

6. Disclosure and Conflicts of Interest: All authors should clearly disclose in their manuscript any financial or
other substan�ve conflict of interest that might be construed to influence the results or interpreta�on of
their manuscript. All sources of financial support for the project should be disclosed.

7. Fundamental Errors in Published Works: If the author discovers a significant error or inaccuracy in the
submi�ed manuscript, then the author should promptly no�fy the journal editor or publisher and
cooperate with the editor to retract or correct the paper.
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8. Hazards and Human or Animal Subjects: The author should clearly iden�fy in the manuscript if the work
involves chemicals, procedures or equipment that have any unusual hazards inherent in their use.

 

Du�es of Editor

1. Publica�on Decisions: Based on the review report of the editorial board, the editor can accept, reject, or
request modifica�ons to the manuscript. The valida�on of the work in ques�on and its importance to
researchers and readers must always drive such decisions. The editors may be guided by the policies of
the journal's editorial board and constrained by such legal requirements as shall then be in force
regarding libel, copyright infringement and plagiarism. The editors may confer with other editors or
reviewers in making this decision. Editors have to take responsibility for everything they publish and
should have procedures and policies in place to ensure the quality of the material they publish and
maintain the integrity of the published record.

2. Review of Manuscripts: Editor must ensure that each manuscript is ini�ally evaluated by the editor for
originality. The editor should organize and use peer review fairly and wisely. Editors should explain their
peer review processes in the informa�on for authors and also indicate which parts of the journal are
peer reviewed. Editor should use appropriate peer reviewers for papers that are considered for
publica�on by selec�ng people with sufficient exper�se and avoiding those with conflicts of interest.

3. Fair Play: The editor must ensure that each manuscript received by the journal is reviewed for its
intellectual content without regard to sex, gender, race, religion, ci�zenship, etc. of the authors. An
important part of the responsibility to make fair and unbiased decisions is the upholding of the principle
of editorial independence and integrity. Editors are in a powerful posi�on by making decisions on
publica�ons, which makes it very important that this process is as fair and unbiased as possible.

4. Confiden�ality: The editor must ensure that informa�on regarding manuscripts submi�ed by the authors
is kept confiden�al. Editors should cri�cally assess any poten�al breaches of data protec�on and pa�ent
confiden�ality. This includes requiring properly informed consent for the actual research presented,
consent for publica�on where applicable.

5. Disclosure and Conflicts of Interest: The editor of the Journal will not use unpublished materials disclosed
in a submi�ed manuscript for his own research without wri�en consent of the author. Editors should not
be involved in decisions about papers in which they have a conflict of interest

 

Du�es of Reviewers

1. Confiden�ality: Informa�on regarding manuscripts submi�ed by authors should be kept confiden�al and
be treated as privileged informa�on. They must not be shown to or discussed with others except as
authorized by the editor.

2. Acknowledgement of Sources: Reviewers must ensure that authors have acknowledged all sources of
data used in the research. Reviewers should iden�fy relevant published work that has not been cited by
the authors. Any statement that an observa�on, deriva�on, or argument had been previously reported
should be accompanied by the relevant cita�on. The reviewers should no�fy the journal immediately if
they come across any irregulari�es, have concerns about ethical aspects of the work, are aware of
substan�al similarity between the manuscript and a concurrent submission to another journal or a
published ar�cle, or suspect that misconduct may have occurred during either the research or the
wri�ng and submission of the manuscript; reviewers should, however, keep their concerns confiden�al
and not personally inves�gate further unless the journal asks for further informa�on or advice.

3. Standards of Objec�vity: Review of submi�ed manuscripts must be done objec�vely and the reviewers
should express their views clearly with suppor�ng arguments. The reviewers should follow journals’
instruc�ons on the specific feedback that is required of them and, unless there are good reasons not to.
The reviewers should be construc�ve in their reviews and provide feedback that will help the authors to
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improve their manuscript. The reviewer should make clear which suggested addi�onal inves�ga�ons are
essen�al to support claims made in the manuscript under considera�on and which will just strengthen or
extend the work

4. Disclosure and Conflict of Interest: Privileged informa�on or ideas obtained through peer review must be
kept confiden�al and not used for personal advantage.  Reviewers should not consider manuscripts in
which they have conflicts of interest resul�ng from compe��ve, collabora�ve, or other rela�onships or
connec�ons with any of the authors, companies, or ins�tu�ons connected to the papers. In the case of
double-blind review, if they suspect the iden�ty of the author(s) no�fy the journal if this knowledge
raises any poten�al conflict of interest.

5. Promptness: The reviewers should respond in a reasonable �me-frame. The reviewers only agree to
review a manuscript if they are fairly confident they can return a review within the proposed or mutually
agreed �me-frame, informing the journal promptly if they require an extension. In the event that a
reviewer feels it is not possible for him/her to complete review of manuscript within s�pulated �me then
this informa�on must be communicated to the editor, so that the manuscript could be sent to another
reviewer.

 

Ar�cle Processing Charges
Every ar�cle submi�ed to Interna�onal Journal of Applica�on on Economics and Business (IJAEB) will not have
any ar�cle processing charges.

Ar�cle Submission: 0.00 (IDR)
Fast-Track Review: 0.00 (IDR)
Ar�cle Publica�on: 0.00 (IDR)

 

Copy Edi�ng And Proofreading
Every ar�cle accepted by Interna�onal Journal of Applica�on on Economics and Business (IJAEB) shall be an
object to Grammarly® wri�ng-enhancement program conducted by Interna�onal Journal of Applica�on on
Economics and Business (IJAEB) Editorial Board.

 

References Management
use APA style, download here

 (h�ps://csl.mendeley.com/styleInfo/?

styleId=h�p%3A%2F%2Fwww.zotero.org%2Fstyles%2Fapa)

 

Copyright Transfer Agreement
Authors transfer copyright or assign exclusive rights to the publisher (including commercial rights).

Download CTA (h�ps://drive.google.com/file/d/1r7QawxKxxHSdLbgKeaSZN9Mwho_lSATh/view?usp=sharing)

https://csl.mendeley.com/styleInfo/?styleId=http%3A%2F%2Fwww.zotero.org%2Fstyles%2Fapa
https://drive.google.com/file/d/1r7QawxKxxHSdLbgKeaSZN9Mwho_lSATh/view?usp=sharing
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Plagiarism Check
Plagiarism screening will be conducted by IJAEB Editorial Board using Turni�n. The maximum similarity
percentage is 20%, in which for each source the maximum similarity percentage is 4%. When the similarity
percentage is above the threshold, IJAEB has the right to reject the paper.

 (h�ps://www.turni�n.com/?svr=309&session-

id=&lang=en_us&r=51.7747989001077)

 

Copyright No�ce
This work is licensed under a Interna�onal Journal of Applica�on on Economics and Business (IJAEB) Crea�ve
Commons A�ribu�on-ShareAlike 4.0 Interna�onal License. (h�ps://crea�vecommons.org/licenses/by-sa/4.0/)

 

Privacy Statement
The names and email addresses entered in this journal site will be used exclusively for the stated purposes of
this journal and will not be made available for any other purpose or to any other party.

 

Journal Sponsorship
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ABSTRACT 
This study examines the impact of Capital Structure, Firm Size, and Increase in sales on Firm wealth 
in manufacturing companies listed on the Indonesia Stock Exchange (IDX) from 2018 to 2020, with 
Ability to generate income as an intervening variable. A total of 72 companies were included as a 
sample in this investigation. The result of this research are capital structure affect firm wealth 
positively significant, firm size affect firm wealth negatively insignificant, increase in sales affect firm 
wealth negatively significant, capital structure affect ability to generate effect on ability to generate 
income, increase in sales affect ability to generate income positively significant, ability to generate 
income affect firm wealth positively significant, ability to generate income is unable to mediate effect 
of capital structure and increase in sales on firm wealth, and ability to generate income is able to 
mediate effect of firm size on firm wealth. 
 
Keywords: Capital structure, firm size, increase in sales, firm wealth, ability to generate income 
 
 
1. INTRODUCTION 
 

As we all know, the economic climate has evolved rapidly in recent years, especially in terms of 
the pandemic of Coronavirus Disease 2019 (COVID-19). Changes in Indonesia's economic climate 
might result in an increase or decrease in people's well-being. Furthermore, economic changes force 
companies to adapt when confronted with major issues in order to meet their targets. One technique 
for achieving the company's goals is to maximize the firm wealth [1]. An investor's assessment of a 
company's management's ability to handle the company's resources, which is commonly tied to stock 
prices [2], determines its worth. Maximizing a company's worth is critical, and it is every business's 
management goal [3]. This is because raising a firm wealth also increases its shareholders' wealth. 
Investing in companies with a high company value will pique investors' interest. 

Several factors determine the company value, the first is the capital structure. Capital structure 
describes as a huge sum of money that is tied in the long term [4]. These funds will be used as a 
source of finance in the future to meet the company's operational requirements [5]. Firm size, which is 
a representation of a company's size as measured by total sales, average sales, and total assets, 
influences its value. Because large firms often require substantially extra finances to support their 
operational activities, one possibility is to employ foreign capital, the larger the company, the more 
likely it is to use foreign capital [6]. Another aspect that influences the firm wealth is the increase in 
sales. Increase in sales is linked to the company's earnings [7], with higher increase in sales implying 
larger profits distributed to shareholders. Ability to generate income is the final aspect that influences 
the company value. High ability to generate income indicates that the firm has a good prospect, and 
investors are likely to respond favorably to the signal, boosting the firm wealth. Low ability to 
generate income, on the other hand, implies that the company is in difficulty [8]. 

Based on the explanation above, this research aims to answer the questions (1) Does capital 
structure affect firm wealth?; (2) Does firm size affect firm wealth?; (3) Does increase in sales affect 
firm wealth?; (4) Does capital structure affect ability to generate income?; (5) Does firm size affect 
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ability to generate income?; (6) Does increase in sales affect ability to generate income?; (7) Does 
ability to generate income affect firm wealth?; (8) Does capital structure affect firm wealth through 
ability to generate income?; (9) Does firm size affect firm wealth through ability to generate income?; 
and (10) Does increase in sales affect firm wealth through ability to generate income? 
 
1.1. Theories 
 
1.1.1. Agency Theory 
 

This theory describes link between the capital owner (principal) and the management (agent) [9].  
The agency theory explains the distribution between the management function performed by 
managers and the ownership function performed by shareholders, which leads to knowledge 
asymmetry and, in turn, agency challenges [10]. According to agency theory, shareholders assign 
authority to management, and management is responsible for the authority given by maximizing 
shareholder welfare [11]. 
 
1.1.2. Trade-Off Theory 
 

Is a theory that has relation with capital structure in which organizations are believed to trade 
earnings and losses from debt usage [12]. The usage of debt may be increased if the benefits achieved 
are greater, as effective debt can raise the company's worth. 
 
1.1.3. Signalling Theory 
 

Signal theory, is a theory that explains why individuals and entities have differential access to 
information [13]. This theory also explains how the company's management tries to minimize 
information asymmetry by sending a signal to investors [14]. 
 
1.1.4. Firm Wealth 
 

Firm wealth is a situation that a company has reached and displays an image of public trust that 
began when the company was established and continues to this day [15]. 
 
1.1.5. Capital Structure 
 

Capital structure, a company’s financial proportion of its capital is described [5].  
 
1.1.6. Firm Size 
 

Firm size is a metric that may be used to categorize a company's size based on total assets, log 
size, stock market value, and other factors [16].  
 
1.1.7. Increase in Sales 
 

Increase in sales may be used to analyze a company's capacity to sustain its market position as 
well as overall economic development [17].  
 
1.1.8. Ability to Generate Income 
 

Ability to generate income refers to a company's ability to make money and can be used to 
evaluate management effectiveness [18]. 
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1.2. Our Contribution 
 

The author hopes that this study will be valuable to others in the future. For first off, the findings 
of this study should support businesses in reviewing, enhancing, and maximizing their management 
system. As an outcome, the organization fulfils its goal of maximizing the firm wealth. Second, for 
investors, this study is anticipated to help them in studying and evaluating an organization, allowing 
them to make better better investment decisions. Finally, advanced researchers are likely to use the 
findings of this study as a reference material when doing future research. Furthermore, this study is 
intended to contribute to and increase knowledge, particularly in the discipline of accounting. The 
researchers are expected to benefit from this study. This research, on the other hand, is intended to 
give insight and information about the firm wealth, which is impacted by four variables: capital 
structure, firm size, and increase in sales, with ability to generate income acting as a mediating 
component. 
 
1.3. Paper Structure 
 

The remaining part of the paper is laid out in the following order. The descriptive statistics test, 
path analysis test, measurement model test, structural model test, path coefficient test, and mediation 
analysis test are all presented in the second section. The methodology used in this study is discussed 
in the third section. In Section 4, the outcome of the path coefficient test and mediation analysis test 
are presented. Section 5 brings the research to a conclusion and offers out a research plan for the 
future. 
 
 
2. BACKGROUND 
 
2.1. Descriptive Statistics Test 
 

The descriptive statistics test involves numerical computations to analyze the characteristics of 
the general research outcomes summary of all the data used in this research. Descriptive statistics tests 
provide a summary or explanation of the variable data with the objective of presenting an overview of 
the distribution and behavior of the sample data [19]. It is to give an overview of the sample data's 
distribution and behavior. 
 
2.2. Path-Analysis Test 
 

When the independent variable influences the dependent variable, the path analysis test can be 
performed to identify the extent of the relationship [20]. 
 
2.3. Measurement Model Test (Outer Model) 
 
2.3.1. Validity Test 
 

As part of this test, the convergent and discriminant validity values are assessed. Convergent 
validity is measured using a loading factor, which can be used to show the link between indicators and 
latent variables. The requirement for the outside loading limit is more than 0.50 [21]. The convergent 
validity value can be strengthened by using the Average Variance Extracted (AVE) value [21]. To be 
declared as an appropriate indication and proven valid, the AVE value must be more than 0.50.  

Based on empirical studies, discriminant validity indicates a level at which a construct separates 
itself from other constructs. Discriminant validity can be measured using the Heterotrait-Monotrait 
Ratio (HTMT), Fornell-Lacker, and cross loading [22]. Fornell-Lacker is calculated by comparing the 
square roots of AVE, with each construct's square root of AVE having to be bigger than the 
correlation with other constructs. Cross loading with related variables must be higher than cross 
loading with unrelated variables [22]. 
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2.3.2. Reliability Test 
 

The composite reliability and Cronbach's alpha values are evaluated as part of the reliability test. 
Composite reliability is a metric for assessing the consistency of several indicators in a single 
variable. The composite reliability value must be larger than 0.70 [21] to state that a variable has a 
suitable level of reliability for research to be conducted. Cronbach's alpha is a value that can be 
utilized to improve the reliability test. Cronbach's alpha must be larger than 0.70 to indicate a high 
level of reliability in a variable [22]. 
 
2.4. Structural Model Test (Inner Model) 
 
2.4.1. Multicollinearity Test 
 

The Variance Inflation Factor (VIF) value can be used to detect if a regression model is 
multicollinear. If the VIF number is less than 5, there is no concern about multicollinearity [22]. 
 
2.4.2. R-Square Test 
 

To measure how well the independent variable can explain or describe the dependent variable, 
the R-square test is utilized. The optimal R-square value is in the middle of 0 and 1. The model is said 
to be good if it is close to 1 [21]. 
 
2.4.3. F-Square Test 
 

The effect size test is designed to measure the independent variable's relative impact on the 
dependent variable. If the F-Square value is less than 0.02 [22], the independent variable has no 
relative impact on the dependent variable. A slight, moderate, or substantial effect is indicated by F-
Square values of 0.02, 0.15, and 0.35, respectively. 
 
2.5. Path-Coefficient Test 
 

The path coefficient value may be used to do direct effect testing. The goal of this test is to see if 
the research's independent factors have a direct impact on the dependent variable. When the T statistic 
value more than 1.96, then independent variable have a significant influence on the dependent 
variable [22]. The effect is also considered significant if the P values are smaller than 0.05. The 
independent variable has the same effect on the dependent variable whether the original sample value 
is positive. Meanwhile, if the original sample value is negative, the independent variable's effect on 
the dependent variable is not the same. 
 
2.6. Mediation Analysis Test 
 

To check if the mediating variable can mediate the independent variable's impact on the 
dependent variable, T statistics and P values can be employed. If the T statistic value is larger than 
1.96 and the P value is less than 0.05, the mediating variable is said to be able to mediate the influence 
of the independent variable on the dependent variable [22]. 
 
 
3. METHODS 
 

The method used in this research is a quantitative descriptive research design. The research used 
non-probability sampling with a purposive sampling approach to choose samples. The population in 
this study are manufacturing companies listed on the Indonesia Stock Exchange (IDX) in 2018-2020. 
A total of 72 companies were chosen as samples in this study. Smart Partial Least Square (Smart PLS) 
3.3.3 is used to process the data obtained. 
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4. FINDINGS AND DISCUSSIONS 
 

Based on the Table 1, the t-statistics and p-values of the capital structure to firm wealth were 
2.907 and 0.004, with the original sample value 0.245. As a result of the findings, the capital structure 
affect firm wealth positively significant. The key to increasing productivity and enhancing a 
company's performance is to improve its capital structure. The increase in total debt can occur 
because the company's management uses the debt to expand market share. With an increase in total 
debt which is still below the optimal point, it can cause an increase in company value. 

The t-statistics and p-values of firm size to firm wealth are 1.146 and 0.252, with the original 
sample value -0.074. As a result, the test findings reveal that the firm size affect firm wealth 
negatively insignificant. Investors do not give the size of a company much consideration when 
making investment decisions. Investors prefer companies that make profits since their goal in 
investing is to make as much money as possible. 

The t-statistics and p-values of increase in sales to firm wealth are 2.247 and 0.025, with the 
original sample value -0.114. So increase in sales affect firm wealth negatively significant. High sales 
do not always imply that a company is a wise investment. As a result, investors do not have trust in a 
company's management because an increase in sales does not always imply an increase in profit. 

The t-statistics and p-values of the capital structure on ability to generate income are 0.876 and 
0.381, with the original sample value -0.076. So the results is capital structure affect ability to 
generate income negatively insignificant. Debt will indeed reduce tax costs, but companies with high 
levels of debt usually have a high risk of bankruptcy as well. This is because with the addition of debt 
in capital structure, the increase in interest will be greater than the tax savings. The company will be 
encouraged to pay off its debts as a result of this predicament. 

The t-statistics and p-values of firm size on ability to generate income are 4.384 and 0.000, with 
the original sample value -0.265. The results indicate that the size of a firm affect ability to generate 
income negatively significant. The scale of a large corporation is believed to be insufficient to ensure 
that the company's ability to generate income would be great. This is because usually large-scale 
companies are hesitant to make an additional investment in expansion-related activities. The company 
will prefer to pay off its debt obligations first before expanding that can bring profits in the future. 

The t-statistics and p-values of increase in sales on ability to generate income are 2.393 and 
0.017, with the original sample value 0.127. So, the increase in sales affect ability to generate income 
positively significant. Higher increase in sales can indicate that the performance of a company is 
good. Companies with good performance indirectly market their products well too. So that it certainly 
encourages an increase in profits earned by a company. 

The t-statistics and p-values of ability to generate income to firm wealth are 3.958 and 0.000, 
with the original sample value 0.528 means that ability to generate income and firm wealth have a 
unidirectional relationship. So, the ability to generate income affect firm wealth positively significant. 
An increase in ability to generate income illustrates an increase in profits obtained by the company. 
This situation can indicate that the prospects of a company are good. This will attract the attention of 
investors to invest and there will rise in interest in company stock. As a result of the increased demand 
in company stock, the stock price rises and also increasing the company value.

 

Table 1 Result of Path Coefficent Test 
 Original 

Sample 
Sample 
Mean 

Standard 
Deviation T Statistics P Values 

CS -> FV 0.245 0.255 0.084 2.907 0.004 
CS -> P -0.076 -0.086 0.086 0.876 0.381 
FS -> FV -0.074 -0.059 0.064 1.146 0.252 
FS -> P -0.265 -0.277 0.060 4.384 0.000 
P -> FV 0.528 0.559 0.133 3.958 0.000 
SG -> FV -0.114 -0.127 0.051 2.247 0.025 
SG -> P 0.127 0.138 0.053 2.393 0.017 
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Based on Table 2, the t-statistics and p-values of the capital structure to firm wealth through 
ability to generate income are 0.729 and 0.466, respectively. As a result of the analysis, ability to 
generate income is unable to mediate the impact of capital structure on firm wealth. Lower ability to 
generate income will arise from a company's capital structure containing a substantial quantity of 
debt. This will also have an effect on the company's bankruptcy. As profits fall and the risk of 
bankruptcy rises, investors will become less interested in investing. This condition will result in a 
drop in stock prices, which will be followed by a drop in the firm wealth. 

The t-statistics and p-values of firm size to firm wealth through ability to generate income are 
2.167 and 0.031. As a result of the findings, ability to generate income appears to be able to mediate 
the effect of firm size on firm wealth. A huge company's size can indicate a good company's future 
possibilities. Large organizations also have the advantage of being able to get additional cash to help 
increase their ability to generate income. A company with strong ability to generate income will result 
in an increase in earnings per share. As a result, it attracts investor’s attention, which might lead to a 
rise in the firm wealth. 

The t-statistics and p-values from increase in sales to firm wealth through ability to generate 
income are 1.622 and 0.105. So the test results show ability to generate income is not able to mediate 
the effect of increase in sales on firm wealth. Increase in sales doesn’t always follow by increase in 
profit. This circumstance sends a negative message to investors. As a result, investors are less willing 
to buy the company's stock, and the stock price falls. As a result, the firm wealth plummets. 
 
 
5. CONCLUSIONS 
 

Capital structure affect firm wealth positively significant, firm size affect firm wealth negatively 
insignificant, increase in sales affect firm wealth negatively significant, capital structure affect ability 
to generate income negatively insignificant, firm size affect ability to generate income negatively 
significant, increase in sales affect ability to generate income positively significant, ability to generate 
income affect firm wealth positively significant, ability to generate income is unable to mediate the 
effect of capital structure and increase in sales on firm wealth, and ability to generate income is able 
to mediate the effect of firm size on firm wealth. 

The first limitation is this research only uses 3 independent variables, which is capital structure, 
firm size, and increase in sales and 1 mediating variable, which is ability to generate income, so it 
does not explain other influence variables not tested in this study. Furthermore, the sample analyzed 
only includes manufacturing companies that are consistently listed on the Indonesia Stock Exchange 
(IDX), therefore it does not represent the firm wealth of other businesses. Finally, the research period 
employed was only 2018-2020, therefore it solely depicts the condition during that time frame. 

According on the existing limitations, for future research are recommended to add independent 
variables or other mediating variables, expand the sector of the company that is the research sample, 
and increase the research period. 
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Table 2 Result of Mediation Analysis Test 
 Original 

Sample 
Sample 
Mean 

Standard 
Deviation 

T 
Statistics 

P 
Values 

FS -> P -> FV -0.140 -0.160 0.065 2.167 0.031 
CS -> P -> FV -0.040 -0.052 0.055 0.729 0.466 
SG -> P -> FV 0.067 0.080 0.041 1.622 0.105 
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