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CHAPTER III 

RESEARCH METHODOLOGY 

3.1 Type of Study 

This study is explanatory research, which is research that explains the 

causal relationships between variables through hypothesis testing. The purpose of 

explanatory research is to explain the relationship of the object studied variables 

to be more causal, so the study is looking for how big the effect of independent 

variables on the dependent variable. Causal models typically use regression 

analysis to determine which variables significantly affect the dependent variable. 

Characteristic of the study is replication which is conducted to develop existing 

study and the hypothesis test results are supported by previous studies were 

repeated with other conditions that are more or less the same. This type of study 

uses data in the form of numbers with statistical analysis and an explanation for 

the results. 

3.2 Study Location 

The study is carried out in the Indonesia Stock Exchange (IDX) because it 

provides variety data sources as the researcher needed and it is the only one 

reliable source that provides the newest information regarding to the company 

financial report.  
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3.3 Population and Sample of Study 

3.3.1 Population of Study 

The population is defined as the union of all the elements in the form of 

events, things that have similar characteristics are the center of attention of the 

researchers because it is seen as a study of the universe. Population or the subjects 

in this study is all Food and Beverage Companies listed in the Indonesia Stock 

Exchange (IDX). The population in this study is 16 (sixteen) Food and Beverage 

Companies listed in the Indonesia Stock Exchange period of 2008 to 2011. 

3.3.2 Sample of Study 

The sample is part of the number and characteristics of the population. The 

researchers are able to use samples from that population because it has the same 

characteristics and the result will be similar. The researcher determines the sample 

by Purposive Sample Technique, also commonly called a judgmental sample, is 

one that is selected based on the knowledge of a population and the purpose of the 

study. The subjects are selected because of some characteristic or criteria. 

In this study the companies sample must meet the following criteria: 

1) Food and Beverage Company which has been publicly traded in the 

Indonesia Stock Exchange, listed as issuers from 2008 to 2011 continuously 

(never experienced delisting). 
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2) The company issued financial statements ending December 31 and 

using rupiah as the reporting currency. 

3) The company has stock price data (at the time the financial statements 

submitted to the Securities and Exchange Commission) during 2008 to 2011. 

After diversified 16 Food and Beverage Companies, four of those 

companies are just listed in 2010 and 2012, so they did not publish their financial 

statement completely from 2008 to 2011. Those companies are PT Tri Banyan 

Tirta Tbk (ALTO) that was listed in 2012, PT Indofood CBP Sukses Makmur Tbk 

(ICBP) that was listed in 2010, PT Nippon Indosari Corporindo (ROTI) that was 

listed in 2010, and PT Sekar Bumi Tbk (SKBM) that was listed in 2012. PT 

Davomas Abadi (DAVO) did not publish its financial report completely in year 

2011. For those reasons, the samples of this study are the rest 11 Food and 

Beverage Companies, those are as follows: 

Table 3.1 
Samples of Food and Beverage Companies 

 

Source : idx.co.id 

No. Code Company Name 
1 ADES Akasha Wira International 
2 AISA Tiga Pilar Sejahtera 
3 CEKA Cahaya Kalbar 
4 DLTA Delta Djakarta 
5 INDF Indofood Sukses Makmur 
6 MLBI Multi Bintang Indonesia 
7 MYOR Mayora Indah 
8 PSDN Prasidha Aneka Niaga 
9 SKLT Sekar Laut 
10 STTP Siantar Top 
11 ULTJ Ultra Jaya Milk Industry and Trading Company  
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3.4 Type of Data and Data Collection Methods 

3.4.1 Type of Data 

The type of data in this study is secondary data. Data obtained from the 

IDX website in the form of financial reports of Food and Beverage Companies 

listed in the Indonesia Stock Exchange period of 2008-2011. 

3.4.2 Data Collection Methods 

Data collection methods used in this study is documentation method. 

Documentation in this study is available online and in the form of financial 

statements of listed Food and Beverage Companies on Indonesia Stock Exchange 

period of 2008-2011. All variable performances and stock prices are available 

directly in the financial statement. The author used stock price data of 3 months 

after the end of the period. In this case, March. The reason is because the financial 

statement information publicly available 3 months after the period ends.  

3.5 Method of Data Analysis 

Data analysis is how to process the collected data that later are able to 

provide interpretation. The results of data processing are used to address issues or 

problems that have been formulated. This study used descriptive analysis and 

multiple linear regression analysis to measure the effect of financial performances 

on stock prices. 

3.5.1 Multiple Linear Regression Analysis 

The method of analysis used in this study is a multiple linear regression 

analysis. Regression analysis is an analysis that measures the effect of 

independent variables on the dependent variable. Measuring influence among 



51 
 

variables involving more than one independent variable (X1, X2, X3, ..., Xn) is 

called multiple linear regression analysis. Said to be linear because any estimate 

of the value is expected to experience an increase or decrease in a straight line. 

Multiple regression analysis is used to determine whether a financial performance 

which is the independent variable are able to measure the stock price as the 

dependent variable. 

Linear regression equation is: 

Y = α + β1X1+ β2X2 + β3X3 + β4X4 + β5X5 + β6X6 + e 

Description: 

Y = Value of firm 

α = constant numbers  

β1, β2, β3, β4, β5, β6 = regression coefficient of the independent variable. 

X1, X2, X3, X4, X5, X6 = Predictor (CR, ROE, DER, EPS, PBV, and ROA). 

e = confounding factor (error) 

This analysis is to show the effect financial performances Current Ratio 

(CR), Return On Equity (ROE), Debt Equity Ratio (DER), Earning Per Share 

(EPS), Price Book Value (PBV) and Return on Asset (ROA) on firm value. 

3.5.2 Classic Assumptions Test 

Testing the classical assumption is a necessity in the data analysis to 

obtain results that are BLUE (Best Linear Unbias Estimator), means that the 

regression coefficient in the equation does not have meaningful deviations. 
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Conclusions should be accurate and close to reality, then the analysis must fulfill 

the classical assumptions as follows: 

a) Normality Classic Assumption Test 

The purpose of normality classic assumption test is to test whether the 

regression model, confounding variable or residual has a normal distribution. 

Normality test can be done by using graph analysis. Normality can be detected by 

looking at the data spread (dots) on the diagonal axis of the graph or by looking at 

the residual histogram. Data which are spread around the diagonal line or 

histogram chart shows the pattern of a normal distribution, then the regression 

model meet the assumptions of normality. Data that spread away from the 

diagonal or do not follow the directions of diagonal lines are not show a normal 

distribution pattern, then the regression model did not meet the assumptions of 

normality. 

b) Multicollinearity Classic Assumptions Test 

Classical assumption test applied to this type of multiple regression 

analysis consisting of two or more independent variables, which will measure the 

level of association (closeness) or influence the relationship between independent 

variables with the amount of correlation coefficient (r). The purpose of 

multicollinearity test is to test whether the regression model found a correlation 

between the independent variables. In the regression model should not happen 

correlation between the independent variables, as if between the independent 
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variables are correlated then these variables are not orthogonal correlation value 

among its independent variables equal to zero. 

To detect the presence or absence of multicollinearity in the regression 

model, can be seen from several things: 

1. If the value of Variance Inflation Factor (VIF) of not more than 10 and the 

value of tolerance is no less than 0.1, then the model can be said as limited 

from multicollinearity VIF = 1/10 = 0.1. The higher the VIF, the lower 

tolerance. 

2. If the value of the correlation coefficient between each independent 

variable is less than 0.70, then the model can be declared free of 

multicollinearity classic assumption. If more than 0.70 then it is assumed 

as a very strong correlation between the independent variables, and it is 

multicollinearity. 

3. If the value of the coefficient determinant, in terms of R2 and R-square 

above 0.60 but no independent variables affect the dependent variable, it 

means that the model hit multicollinearity. 

c) Autocorrelation Classical Assumptions Test 

The purpose of autocorrelation classical assumption test to test whether in 

linear regression models there is a correlation between the disturbing error in 

period t and disturbing error in period t-1 (previous). Autocorrelation Problems 

occur if Autocorrelation is happened. Autocorrelation arising from residual 
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(disturbing error) are not independent from one observation to another 

observation. 

An easy way to detect the presence or absence of autocorrelation, Durbin 

Watson test can be used. Multiple linear regression model is free of 

autocorrelation when calculating the value of Durbin Watson is located in a no-

autocorrelation area. A good regression equation is has no autocorrelation 

problem, if there is any autocorrelation, the equation becomes not feasible to use 

as a prediction. Autocorrelation problem shows when there is a linear correlation 

between the errors cofounding period t and the mistake of confounding of period 

t-1 (previous). Decision-making of whether there is any autocorrelation or not are: 

Table 3.2 
Value of Durbin Watson 

 
Durbin Watson Value Conclusion 

≤ 1,08 
> 1,08 –  1,66 
> 1,66 –  2,34 
> 2,34 –  2,92 
More than 2,92 

Any Autocorrelation 
No Conclusions 
No Autocorrelation 
No Conclusions 
Any Autocorrelations 

d) Heteroscedasticity Classical Assumptions Test 

The purpose of heteroscedasticity classical assumption test is testing 

whether in the regression model occur inequality variant of residual in one 

observation to other observations. Homoscedaticity occur if the residual variance 

from one observation to another observation is constant, when it is different, it 

called heteroscedasticity. A good regression models are homoscedaticity or not 

heteroscedasticity. 
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The way to predict the presence or absence of heteroscedasticity in a 

model can be done by looking at the graph plots between the predicted value of 

dependent variable and the residue. Detection of the presence or absence of 

heteroscedasticity can be looking at whether or not a particular pattern in 

scatterplot graph, which is the predicted Y axis and X axis is the residual 

(predicted Y- real Y). The basis analysis is as follows: 

1) If there is a regular pattern, like dots which form a regular pattern 

(wavy, widened and then narrowed), it indicates that there has been 

heteroscedasticity. 

2) If there is no clear pattern, and the points spread above and below the 0 

on the Y axis, then it is not heteroscedasticity. 

3.5.3 Hypothesis Testing 

Testing the hypothesis in this study is using the F-test to determine the 

effect of simultaneously and the t-test to determine the effect partially. 

a) F Statistic Test 

Statistical F test is basically aimed to investigate the simultaneously effect 

of the independent variable on the dependent variable. The result of F test in SPSS 

output can be seen in the Anova table. Hypothesis testing are as follow: 

1) H0: β1 = β2 = β3 = β4 = β5 = β6 

2) H1: β1 ≠ β2 ≠ β3 ≠ β4 ≠ β5 ≠ β6 
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The guidelines which are used to accept or reject the hypothesis if the H0 

hypothesis is proposed are: 

1) H0 is accepted if F count ≤ F table, or the p-value in column sig. > Level of 

significant (α). 

2) H0 is rejected if F count ≥ F table, or the p-value in column sig. < Level of 

significant (α). 

Variables can be said to be significant or influential simultaneously when 

ha accepted and ho rejected. The formula used to find the F count is as follows: 

R k⁄
1 R 1⁄  

Description: 

F = F count that later compared with the F table 

R2 = coefficient of determination 

k = number of independent variables 

n = number of samples 

b) t Statistic Test 

t statistic test is basically aimed to determine the effect of the independent 

variables individually (partially) on the dependent variable. The results of this test 

in SPSS output can be seen in the Coefficients a table. The value of the t test can 

be seen from the p-value (in column sig) for each independent variable, if the p-
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value less than the level of significant which is found, or t count greater than t table. 

Hypothesis testing is as follows: 

1) H0: β1 = 0 

2) H1: β1 ≠ 0 

The guidelines which are used to accept or reject the hypothesis if the 

hypothesis H0 is proposed: 

1) H0 is accepted if t count ≤ t table, p-value or the value in column sig. > 

Level of significant (α). 

2) H0 is rejected if t count ≥ t table, p-value or the value in column sig. < 

Level of significant (α). 

Variables are significant or partially effected if Ho is accepted and Ha is 

rejected. Formula to find t count according can be written as follows: 

 

Description: 

bi = regression coefficients 

Sbi = standard error of regression coefficient 

3.5.4 Coefficient of Determination 

The purpose of coefficient of determination (R2) is to find out how much 

the ability of the independent variables explain the dependent variable. 

Determination coefficient is between zero (0) to one (1). Small value of R2 is the 
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ability of independent variables in explaining the variation in the dependent 

variable is very limited. Value close to one means that the independent variables 

provide almost all the information needed to predict the variation in the dependent 

variable. 


