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ARTICLE INFORMATION ABSTRACT

This study aims to analyze the effects of capital structure, profitability, and firm
Available online: July 2026. size on firm value, with leverage as an intervening variable, among mining
companies in the coal subsector listed on the Indonesia Stock Exchange (IDX)
for the period 2022-2025. This study employs a quantitative approach using
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Leverage, Firm Value.

show that capital structure, profitability, and firm size have a significant effect
T on leverage and firm value. Leverage also has a significant effect on firm value
and mediates the relationship between capital structure, profitability, firm size,

and firm value.
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INTRODUCTION

A considerable share of Indonesia's economic performance is driven by the coal mining sector, owing to its important function
in generating export revenue and ensuring the sustainability of the nation's energy security. Indonesia is recognized as one of the world's
leading coal producers, making the performance of coal mining companies an important concern for investors, regulators, and other
stakeholders. However, the industry has experienced significant challenges due to fluctuations in global coal prices, geopolitical
conflicts, energy transition policies, and changing domestic regulations. These conditions directly affect the financial performance and
market valuation of coal mining companies [1]

The decline in global coal prices during 2025 created pressure on the profitability of many coal mining firms. Several major
companies reported substantial decreases in earnings, indicating the vulnerability of the industry to external economic conditions
(CNBC Indonesia., 2026)Under such circumstances, maintaining and improving firm value becomes increasingly important because
firm value reflects investors’ perceptions of a company's performance and future prospects. A higher firm value indicates greater
shareholder wealth and stronger investor confidence [3]

Several internal financial determinants, such as profitability, leverage, company size, and financing composition, shape a firm's
market value. Among these determinants, capital structure refers to the combination of equity and borrowed funds utilized to support
the company's business activities. According to the trade- off theory, an maksimal capital structure can enhance firm value through tax
advantages obtained from debt financing( Modigliani&amp; Miller, 1963). Nevertheless, excessive debt may increase financial risk
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and negatively affect investors perceptions. For this reason, the association between financing structure and corporate value has
remained a major focus of investigation in corporate finance studies.

Financial viability constitutes an additional metric indicating an enterprise's capacity to derive remunerative returns from its
capital assets and operational activities. Businesses that generate stronger earnings are often viewed as more capable of achieving
sustainable operational success and long-term expansion. From the perspective of signaling theory, robust profitability conveys
favorable information to investors about managerial competence and the company's future cash-generating ability, which ultimately
contributes to a higher corporate value (Ross, 1977). In the coal mining sector, profitability is highly sensitive to commodity price
fluctuations, making it an essential variable for investigation.

Corporate value is also influenced by the scale of a company. Organizations with a larger business size typically have more
extensive resources, wider opportunities to reach financial markets, stronger negotiating capacity, and greater ability to obtain external
sources of funding. These strengths help minimize information gaps between managers and investors while enhancing investor trust
and confidence [4] As a result, businesses operating on a larger scale are often assigned greater market worth compared with their
smaller counterparts.[5]

Beyond these determinants, the use of financial leverage represents another key element that can shape a company's market
value. Leverage describes the degree to which business activities are financed through borrowed funds in comparison with shareholders'
equity. Based on agency theory, debt obligations encourage managerial discipline because regular interest and principal repay ments
help limit conflicts between managers and shareholders (Jensen & Meckling, 1976). Furthermore, leverage can function as a mediating
mechanism through which capital structure, profitability, and company size indirectly contribute to changes in corporate value.

A substantial body of scholarly inquiry has been dedicated to elucidating the factors that influence corporate worth. Extant
literature, specifically referring to [6] indicates that the relationship between capital structure and firm valuation is indirectly mediated
by profitability. Furthermore [7] proffered evidence suggesting that both capital structure and profitability exert a positive influence
on firm value, with firm size demonstrating no statistically discernible impact. In a congruent vein, [8] The findings indicated that
company size was not a significant factor affecting corporate value, whereas both profitability and leverage demonstrated a positive
association with the firm's market value. Evidence obtained from research involving coal mining firms indicated that firm value was
significantly shaped by capital structure and profitability. In contrast, the size of the company did not demonstrate a statistically
meaningful contribution to corporate value.. However, in a divergent finding, [9] postulated that capital structure and firm size hold
significant sway over firm value, whereas profitability does not exhibit a statistically significant association.

These inconsistent findings indicate the existence of a research gap regarding the determinants of firm value, particularly within
Indonesia’s coal mining sub-sector. Furthermore, most previous studies examined the direct relationship between financial variables
and firm value, while limited studies investigated leverage as an intervening variable in explaining these relationships. Therefore,
additional empirical evidence is required to clarify the role of leverage in the relationship between capital structure, profitability, firm
size, and firm value.

This research offers a distinct contribution by positioning leverage as a mediating variable within an integrated framework that
examines the relationships among capital structure, profitability, company size, and corporate value in coal mining firms listed on the
Indonesia Stock Exchange (IDX) between 2022 and 2025. The selected observation period is considered highly appropriate because it
encompasses the economic rebound following the COVID-19 pandemic, fluctuations in the global energy sector, and regulatory
developments affecting Indonesia's coal mining industry.

Drawing upon the preceding discussion, this research seeks to investigate the influence of capital structure, profitability, and
company size on corporate value while also evaluating whether leverage functions as a mediating variable in coal mining sub-sector
firms listed on the Indonesia Stock Exchange (IDX) over the 2022—-2025 observation period.

METHODS

An explanatory quantitative methodology was adopted in this research to investigate the causal relationships among capital
structure, company size, profitability, leverage, and corporate value in coal mining sub-sector firms listed on the Indonesia Stock
Exchange (IDX) throughout the 2022-2025 period. This methodological approach is well suited for evaluating cause-and-effect
relationships between research variables through the application of statistical analysis [3]. The research population includes every coal
mining company registered on the Indonesia Stock Exchange (IDX). The study sample is determined through a purposive sampling
technique by applying predetermined eligibility requirements, such as the consistent availability of audited financial reports and
uninterrupted listing on the IDX throughout the observation period. The analysis relies on secondary data obtained from companies'
annual reports and audited financial statements accessible through the official IDX platform as well as each company's official website.

This research investigates five variables, comprising capital structure, profitability, and company size as the explanatory
variables, leverage as the mediating variable, and corporate value as the outcome variable. To operationalize these constructs, capital
structure and leverage are represented by the Debt to Equity Ratio (DER), profitability is assessed using Return on Assets (ROA),
company size is determined through the natural logarithm of total assets (Ln Total Assets), while corporate value is evaluated using
the Price to Book Value (PBV) ratio. These indicators are widely used in corporate finance research because they effectively reflect a
company’s financing decisions, operational performance, organizational scale, and market valuation ([3]; [10]

The collected data are analyzed using descriptive statistics, classical assumption tests, and path analysis to evaluate both
direct and indirect effects among variables. Classical assumption tests include normality, multicollinearity, heteroscedasticity, and
autocorrelation tests to ensure the validity of the regression model [11]Path analysis is applied to examine the mediating role of leverage
in the relationship between capital structure, profitability, firm size, and firm value. Furthermore, the significance of the mediation
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effect is tested using the Sobel test. All statistical analyses are conducted using SPSS software with a significance level of 5% (a =
0.05).

The empirical analysis was conducted using 68 company-year observations obtained from coal mining sub-sector firms listed
on the Indonesia Stock Exchange (IDX) between 2022 and 2025. To summarize the characteristics and distribution of the variables
under investigation, the study first applied descriptive statistical analysis.

Table 1. Descriptive Statistics
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The descriptive statistics indicate that the average capital structure (DER) was 0.6503, suggesting that coal mining companies
relied moderately on debt financing. The average profitability (ROA) was 18.59%, indicating relatively good earnings performance.
Meanwhile, the average firm value (PBV) was 1.7904, implying that the market generally valued the sampled firms above their book
value.

Prior to evaluating the proposed hypotheses, the regression model was subjected to a series of classical diagnostic tests. The
findings confirmed that the model satisfied the requirements for normality, multicollinearity, heteroscedasticity, and autocorrelation,
indicating that the dataset was appropriate for subsequent regression procedures.

Table 2. Classical Assumption Test Results
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Subsequently, path analysis was applied to evaluate both the direct and mediating relationships among the research variables.
The outcomes of the regression analysis are summarized in Table 3.
Table 3. Hypothesis Testing Results
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The regression model produced an R? value of 0.704, suggesting that 70.4% of the variability in corporate value could be accounted
for by capital structure, profitability, and company size. The remaining 29.6% of the variation was attributable to variables that were
not incorporated into the research model. To determine whether leverage functioned as a mediating variable, the Sobel test was
subsequently conducted, and the corresponding findings are presented in Table 4.
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Table 4. Sobel Test Results
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The Sobel test demonstrated that leverage acts as a significant mediating mechanism in the relationships between capital
structure and corporate value, as well as between profitability and corporate value. In contrast, no mediating effect was identified for
the association between company size and corporate value, since the calculated Sobel test statistic did not exceed the critical threshold
of 1.96.

RESULTS AND DISCUSSION
The Effect of Capital Structure on Leverage

The empirical findings reveal that capital structure exerts a positive and statistically significant influence on leverage among
coal mining sub-sector firms listed on the Indonesia Stock Exchange (IDX) over the 2022—-2025 observation period. This conclusion
is supported by a probability value of 0.000, which falls below the predetermined significance threshold of 0.05, thereby con firming
the acceptance of Hypothesis 1 (H1). Furthermore, the positive regression coefficient (f = 0.244) indicates that improvements in capital
structure are accompanied by increases in leverage. These findings suggest that companies relying more heavily on debt as a source of
financing generally maintain higher leverage levels.

The finding can be explained by the capital-intensive nature of the coal mining industry, which requires substantial funding for
exploration activities, mine development, heavy equipment acquisition, and supporting infrastructure projects. Consequently, many
firms depend on borrowed funds as an external source of capital to finance both business operations and investment projects. A larger
share of debt in a company's financing composition is generally accompanied by a higher degree of leverage. Accordingly, the
composition of capital serves as a key determinant of financing policies and the extent to which debt is utilized by the company.

These findings are in line with the perspective of Agency Theory developed by Jensen and Meckling (1976), which explains
that the use of debt serves as a control mechanism capable of reducing managerial opportunistic behavior by requiring managers to
fulfill fixed financial obligations. In addition, Signaling Theory introduced by Ross (1977) emphasizes that debt financing
communicates favorable signals to investors, reflecting management's confidence in the firm's future performance and its capacity to
generate cash flows. The present findings also corroborate the study conducted by Susanti and Fitriyah (2020), which concluded that
capital structure has a significant effect on leverage. Therefore, capital structure can be considered an important determinant of leverage
in coal mining companies.

The Effect of Profitability on Leverage

The empirical evidence demonstrates that profitability exerts a statistically significant negative influence on leverage. This
conclusion is supported by a probability value of 0.001, which is lower than the established significance level of 0.05, thereby
confirming the acceptance of Hypothesis 2 (H2). Moreover, the negative regression coefficient (f =—0.253) implies that improvements
in profitability are associated with a decline in leverage. These findings indicate that companies with superior financial performance
are more likely to finance their activities through internally generated resources instead of depending on debt obtained from external
sources.

These findings are aligned with the Pecking Order Theory, which explains that firms generally prefer to finance their activities
using internally generated capital, especially retained earnings, before considering external funding through borrowing or the issuance
of new equity. As profitability improves, the amount of internal financial resources also increases, thereby decreasing the company's
dependence on debt financing. Accordingly, businesses with stronger profit-generating capacity are more likely to exhibit lower levels
of leverage.

In the coal mining industry, profitability is highly influenced by fluctuations in global coal prices. During periods of favorable
commodity prices, firms generate substantial profits and are better able to finance operational and investment activities internally.
Conversely, when profitability declines, companies may increase debt financing to maintain business operations. Therefore,
profitability plays an important role in determining corporate financing policies and leverage decisions.

The Effect of Firm Size on Leverage

The findings reveal that firm size does not significantly affect leverage, as indicated by a significance value of 0.624, which
exceeds the 0.05 significance level. Therefore, H3 is rejected. This result suggests that the size of a company is not a determining factor
in its leverage level.

Although larger firms generally have greater access to external financing due to their lower perceived risk and stronger asset
base, this relationship was not observed in the coal mining sector during the study period. The mining industry requires substantial
capital investment regardless of firm size. Both large and small companies require significant funding for exploration, mine
development, equipment procurement, and operational activities.
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Furthermore, fluctuations in coal market conditions during the study period may have encouraged firms to adopt more
conservative financing strategies. Large companies may avoid increasing debt despite possessing substantial assets due to concerns
about financial risk, while smaller companies may still obtain financing if they demonstrate strong business prospects and adequate
cash flow generation. Therefore, leverage decisions appear to be driven more by operational requirements and financial strategies than
by firm size alone.

The Effect of Capital Structure on Firm Value

The empirical findings demonstrate that capital structure has a statistically significant influence on corporate value. This
conclusion is supported by a probability value of 0.009, which falls below the 0.05 significance criterion, thereby confirming the
acceptance of Hypothesis 4 (H4). These results indicate that the composition of a company's capital represents a key determinant of
corporate value among coal mining firms.

Capital structure reflects the proportion of debt and equity used to finance corporate activities. Effective management of capital
structure enables firms to secure sufficient financial resources to support operations and business expansion. Consequently, companies
that optimize their financing decisions are more likely to improve operational performance and increase firm value.

These findings are consistent with Signaling Theory, which explains that a company's financing policies convey valuable
information to investors regarding its future performance and long-term prospects. A well-balanced capital structure reflects
management's confidence in the firm's capacity to achieve sustainable profitability while fulfilling its financial commitments. As a
result, these favorable signals strengthen investor trust, stimulate greater demand for the company's shares, and contribute to an increase
in corporate value. Furthermore, the present findings are in agreement with earlier empirical studies that identified a positive association
between capital structure and corporate value.

The Effect of Profitability on Firm Value

The empirical findings reveal that profitability exerts a positive and statistically significant influence on corporate value, as
reflected by a probability value of 0.000. Accordingly, Hypothesis 5 (H5) is supported. In addition, the regression coefficient (B =
12.963) shows that profitability represents the most influential predictor of corporate value compared with the other variables
incorporated into the research model.

These findings indicate that investors give substantial consideration to a company's profit-generating capability when
evaluating investment opportunities. Strong profitability reflects efficient business performance and favorable long-term growth
potential, creating a positive perception among investors. As investor interest in the company's shares increases, market demand for
the stock rises, resulting in higher share prices and, ultimately, an improvement in corporate value.

The result is consistent with Signaling Theory, which argues that profitability serves as an important signal regarding a
company's financial health and future growth potential. In the coal mining industry, profitability is particularly important because
earnings are highly sensitive to fluctuations in global coal prices. Companies that successfully maintain high profitability despite market
volatility are likely to receive more favorable evaluations from investors. This finding supports Hanafi and Jamil (2025), who also
found that profitability positively influences firm value in coal mining companies.

The Effect of Firm Size on Firm Value

The empirical results reveal that company size does not exert a statistically significant influence on corporate value. This
conclusion is supported by a probability value of 0.391, which is higher than the established significance threshold of 0.05, leading to
the rejection of Hypothesis 6 (H6). These findings suggest that the magnitude of a company's total assets is not a direct determinant of
its market valuation.

Investors tend to consider multiple factors when evaluating companies, including profitability, growth prospects, operational
efficiency, and future earnings potential. Consequently, larger companies do not necessarily achieve higher firm value if they fail to
generate satisfactory financial performance. Conversely, smaller firms may attain high market valuations if they demonstrate strong
profitability and growth potential.

In the mining industry, firms typically possess substantial fixed assets such as mining land, heavy equipment, and supporting
infrastructure. However, the existence of large asset holdings alone does not guarantee the creation of shareholder value. Investors are
more concerned with how effectively those assets are utilized to generate profits and improve corporate performance. Therefore, firm
size cannot be regarded as a primary determinant of firm value in the coal mining sector.

The Effect of Leverage on Firm Value

The empirical findings reveal that leverage exerts a positive and statistically significant influence on corporate value. This
conclusion is supported by a probability value of 0.000, which is below the 0.05 significance criterion, thereby confirming the
acceptance of Hypothesis 7 (H7). Accordingly, leverage can be regarded as one of the principal factors affecting the market value of
coal mining companies.

Leverage represents the degree to which a company depends on borrowed capital to finance its assets and business operations.
When debt is utilized in an efficient and controlled manner, it enables firms to obtain additional financial resources that can be directed
toward increasing production capacity, promoting business expansion, and improving overall profitability. As a result, an appropriate
level of leverage has the potential to enhance corporate value.

These findings are consistent with Agency Theory, which explains that debt obligations serve as a governance mechanism by
encouraging managerial discipline through the requirement to fulfill periodic interest and principal repayments, thereby minimizing
agency conflicts. Furthermore, Signaling Theory proposes that effective debt management conveys favorable information to investors
about a firm's financial stability and long-term growth prospects. Consequently, investors are more likely to value companies with
well-managed leverage as financially sound and capable of meeting their financial commitments, leading to stronger demand for their
shares and an increase in corporate value.
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The Mediating Role of Leverage in the Relationship between Capital Structure, Profitability, Firm Size, and Firm Value

The Sobel test confirmed that leverage functions as a statistically significant mediating variable in the association between
capital structure and corporate value. This conclusion is supported by a Sobel Z-statistic of 4.045, which is greater than the critical
threshold of 1.96. These findings indicate that the influence of capital structure on corporate value occurs through both direct pathways
and indirect pathways involving leverage.

A comparable pattern was observed in the relationship between profitability and corporate value. The Sobel Z-statistic 0f2.716
demonstrates that leverage also acts as a significant mediator in this relationship. This suggests that companies with stronger
profitability are more capable of utilizing debt financing effectively, allowing them to improve corporate value. Higher earnings provide
greater financial flexibility, enabling firms to make more efficient financing decisions while preserving financial stability.

In contrast, leverage was not found to mediate the relationship between company size and corporate value. The Sobel Z-statistic
of 0.594 did not reach the required critical value of 1.96, indicating that the indirect effect was not statistically significant. These
findings imply that company size does not have a sufficiently strong impact on leverage to indirectly influence corporate value.
Accordingly, leverage serves as an effective mediating mechanism only in the relationships linking capital structure and profitability
with corporate value, whereas no mediating role is observed in the relationship between company size and corporate value.

CONCLUSIONS

This research investigated how capital structure, profitability, and company size impact a company's worth, with financial
leverage acting as an intermediate factor for coal mining businesses listed on the Indonesia Stock Exchange between 2022 and 2025.
The results indicate that financial and profitability elements have a greater influence on a company's worth compared to its size. Capital
structure and profitability notably affect financial leverage, while company size shows no significant impact on leverage. Additionally,
capital structure, profitability, and leverage importantly affect a company's worth, whereas company size is not a significant factor in
determining the company's worth.

The findings further underscore the critical function of financial leverage in a mediating capacity. It is established that leverage
amplifies the impact of both capital structure and profitability on a company's worth. This suggests that proficient debt management
can augment the beneficial effect of decisions regarding financing and earnings on market assessment. Nevertheless, leverage does not
appear to mediate the association between a company's dimensions and its value. This implies that the sheer magnitude of a company's
assets, without further strategic considerations related to debt, is not adequate to elevate its market value. These conclusions offer
empirical validation for Agency Theory, Signaling Theory, and Pecking Order Theory in their application to understanding financing
practices and firm valuation within the coal mining sector.

From a practical standpoint, the research indicates that executives ought to prioritize sustaining earnings and refining their
capital arrangements to elevate the worth of their enterprises, concurrently ensuring that debt is handled effectively. For shareholders,
earnings and the extent of borrowing could function as key metrics when assessing the past performance and anticipated outcomes of
businesses engaged in coal extraction. In an academic context, this investigation advances the field of corporate finance by offering
empirical support for the intermediary function of leverage in connecting financial attributes with the overall value of firms within
Indonesia's coal mining industry. This is especially relevant during a timeframe marked by considerable fluctuations in both commodity
prices and broader economic circumstances.
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