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Introduction

Share price information can be used as a reference for investors' investment decisions (Sapkota &
Chalise, 2023). On the other hand, investors expect a rate of return in the form of dividends
(Damayanti & Palinggi, 2023). They still expect profits from the difference in share prices when
purchasing investments (Puspitaningtyas, 2017). External and internal factors can influence stock
price information. External factors can be information related to macroeconomic conditions in a
country or trends related to certain products (Bostan et al., 2023). Meanwhile, internal information
can be influenced by the company's financial and non-financial information to the public (Monteiro
et al., 2022).

Financial information is valuable in influencing investment decisions because it shows the
fundamental condition of the company (Kareem et al., 2023). This information can describe the
company's condition, including managers' policies and strategy in running the company's business.
This can influence the company's condition in the capital market regarding the company's share
price movement (Puspitaningtyas, 2017). The company's share price shows investors' response to
their assessment regarding the company's condition (Gao et al., 2022). A company's condition is
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information investors can observe through financial and non-financial information. Financial
information can be obtained from financial statements, while non-financial information can be
obtained from annual reports. Information not aligned with investors' interests can result in a
negative response, reducing the company's share price (Suhadak et al., 2019).

The information investors can use in making investment decisions is company strategy
(Vazirani et al., 2023). A company strategy which is considered good by investors can cause the
company's share price to rise, while a company strategy not in line with their interests causes the
share price to fall (Goedhart & Koller, 2020). A company's share price is a measure of the firm
value because the share price manifests the company's net asset value, which is responded to in the
capital market (Ahmad et al., 2022). The firm value indicates the company's success in fulfilling
shareholder desires (Andes et al., 2020).

Firm value that does not meet shareholders' wishes can decrease. This condition can
threaten the company's sustainability in the future. Investors' response to firm value can be caused
by managers' policies or strategies that are not in line with the interests of shareholders (Suteja et
al., 2023). The existence of differences in interests can result in managers having different motives
from shareholders. As a result, shareholders do not always trust certain policies from managers
(Scott, 2015). It has an impact on the response of shareholders in the capital market. If
shareholders have confidence in the manager's policies and strategies, the shareholder response will
be positive and vice versa (Ramdani & Witteloostuijn, 2012). Thus, reviewing firm value related to
company strategy is important for testing,

This research examines the effect of market competition, customer concentration, and
company diversification on firm value. These three components show the condition of a company
and managers' strategy implemented to increase company growth. Matrket competition, customer
concentration, and company diversification indicate the company's competitive conditions and
strategies. In markets with high competition, agency problems will decrease because principals or
shareholders can monitor and evaluate managers more accurately by comparing them with
competitors (Sarwoko, 2016). However, high levels of competition put pressure on managers to beat
competitors in the same industry. Testing market competition at the international level has been
carried out in several previous studies. Liu et al. (2023) and Satt et al. (2022) concluded that market
competition is positively associated with firm value. Anuja and Thenmozhi (2023), Chang and Jo
(2019), and Thu and Minh (2023) suggested that market competition is negatively associated with
firm value. Rakestraw (2022) and Sheikh (2021) found that market competition is not associated with
firm value. However, employing Indonesia data, Orbaningsih et al. (2017) and Sidupa and Devie
(2017) found that market competition is positively associated with firm value. The testing
inconsistencies in previous research makes it necessary to re-test market competition on firm value.

When operating in an industry, companies will attempt to compete. One step that
companies can take is to build long-term relationships with customers, with a concentrated number
or a small portion of customers. Concentrated customers can improve company performance by
benefitting from customer-specific investments, such as increased operational efficiency and
reduced SG&A (selling, general, and administrative expenses) (Patatoukas, 2012). Although initially
risky because the company will depend on these customers, long-term relationships with the
customers reduce this risk, and the company gains operational efficiency (Irvine et al., 2016).
Concentrated customers find it easier to obtain company information (Crawford et al., 2020). A
company with concentrated customers intends to increase its revenues to maintain its relationships
with existing customers, especially when customers account for a large portion of total sales.
Testing customer concentration on firm value in previous research. Based on research mapping,
Rehman et al. (2023) found that customer concentration is negatively associated with firm value.
Thus, it is important to test customer concentration using Indonesian data.

Company managers should recognize their business environment to gain a competitive
advantage. Companies are rarely in a monopoly market. So, each company competes to attract
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buyers to buy their products or services. From a market perspective, companies in markets with
high levels of competition will be slow to grow or not grow at all. In an environment like this,
companies need a strategy to compete, one of which is company diversification. Corporate
diversification is best implemented to increase sales in industries that are not growing, especially in
high competition or unrelated diversification (David & David, 2017). Companies can survive in
competition with unique advantages, such as product differentiation and diversification (Farida &
Setiawan, 2022). When a company implements a diversification strategy, especially unrelated ones,
the company structure will become increasingly complex, requiring competent managers with close
supervision (David & David, 2017). According to agency theory, managers diversify the company
for their benefit. These benefits include getting a higher salary, increasing future job prospects, and
perceiving an increase in position because it is considered more prestigious (Aryotama &
Firmansyah, 2020). Managers in diversified companies also lack supervision; so, they tend to make
less than optimal decisions (Suhadak et al., 2019). Choe et al. (2014), Lien and Li (2013), Selguk
(2015), and Setianto (2020) concluded that corporate diversification is positively associated with
firm value. However, Al-Maskati et al. (2015), Borah et al. (2018), Riswan and Suyono (2016),
Ushijima (2016), and Volkov and Smith (2015) found that corporate diversification is negatively
associated with firm value. Furthermore, Habiburrochman et al. (2019) found that corporate
diversification is not associated with firm value. Differences in previous test results make it
necessary to re-examine business strategies regarding firm value.

This research examines three variables: market competition, customer concentration, and
company diversification on firm value in a research model rarely used in previous research. These
three independent variables are related to interrelated company strategies. Meanwhile, previous
research in Indonesia has tested firm value using market competition (Orbaningsih et al., 2017,
Sidupa & Devie, 2017) and corporate strategy (Habiburrochman et al., 2019; Riswan & Suyono,
2016) while testing customer concentration on firm value is still rarely carried out using Indonesian
data. This research provides empirical evidence related to firm value in the context of company
strategies in Indonesia. It is also expected that this research will be useful for the Capital Markets
Authority concerning monitoring the strategies of listed companies in Indonesia.

Literature Review

Agency theory states that asymmetric information between managers and principals leads to agency
problems, especially when both parties intend to maximize their respective welfare (Godfrey et al.,
2010). Companies with high market competition can easily be compared with their competitors,
allowing principals to be more accurate in monitoring and evaluating managers (Adom et al., 2016).
Market competition reduces agency problems (Nugroho & Stoffers, 2020). Managers who take
over shareholder wealth will not survive in a competitive environment (Ahmad et al., 2022).

However, this condition becomes contradictory when the manager and principal have
different interests. There is constant pressure on managers to meet profit targets and exceed
competitors' profits in their industry. In addition, more information is presented to the principal
in a competitive market, causing increased performance to impact the manager's career. So, the
manager also experiences concerns about his career. Xing et al. (2018) added that managers in
companies with a higher competitive position could increase asymmetric information by passing
price volatility to customers to reduce cash flow volatility. Anuja and Thenmozhi (2023), Chang
and Jo (2019), and Thu and Minh (2023) concluded that market competition is negatively associated
with firm value. Companies in highly competitive markets face risks that prevent them from
achieving their efforts.

Companies with high levels of competition generate additional risks due to uncertainty in
the companies’ income flow (Sulistiawan & Rudiawarni, 2019). This condition causes investors to
respond negatively because companies with high market competition experience high uncertainty
in the future.
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Hi: market competition is negatively associated with firm value

Parties related to the company may not have the same information regarding the company's
prospects and risks due to information asymmetry. Companies use various strategies, including
forming concentrated customers for their competitive advantage. They attempt to build long-term
relationships to fuel important growth in the business (Working, 2019). Companies also choose to
have concentrated customers because of various benefits such as customer loyalty, reduced costs,
and higher company performance with the risk of high customer bargaining power (Aryotama &
Firmansyah, 2019).

Customer concentration measures the number of customers, especially the main
customers, that a company has and is related to how total revenue is distributed within the customer
base (Bachtiar & Firmansyah, 2023). Concentrated customers can be seen as one of the company's
strategies for competing. They attempt to create deep relationships with major customers and get
a small number of customers as an important growth trigger (Bachtiar & Firmansyah, 2023).

Rehman et al. (2023) found that customer concentration is negatively associated with firm
value. Companies with concentrated customers have stronger relationships with customers
(customer-supplier relationships). Managers may intend to have their policies because they are
worried about losing key customers, especially when they account for a large part of their total
sales. Limitations in presenting information to customers can occur due to information asymmetry.
Managers who make profits may take actions that are completely unknown to customers.
Concentrated customers trigger managers to act opportunistically because of customer pressure
to provide information about the company's prospects for good performance. Company profit
information is very important for customers to assess their potential partners.

Ho: customer concentration is negatively associated with firm value

Agency problems cause the decisions taken by the company to be not optimal, giving rise to agency
costs. Demirkan et al. (2012) added that many agency problems arise from diversification.
According to agency theory, managers diversify companies for benefits such as higher salaries,
future job prospects, and being considered more prestigious (Aryotama & Firmansyah, 2020).

Managers in diversified companies are also less supervised, so they tend to make less
optimal decisions which incur greater discretionary costs (Farooqi et al., 2014). The horizon
problem explains that managers will act as far as they are in the company. One of the implications
of this problem is that managers in diversified companies tend to withhold profit information on
segments/divisions that have poor performance due to agency cost motives (Franco, 2016), which
obscutes the increase in the organization's long-term value.

The complex nature of diversification accentuates information asymmetry problems
compared to focused firms (Bachtiar & Firmansyah, 2023). Diversification creates complexity in
the company, leading to information asymmetry between shareholders, investors and creditors. In
line with this, Lim et al. (2008) also stated that accounting information in diversified companies is
more diverse, increasing the possibility of asymmetric information (Fauzi & Firmansyah, 2023).
Managers can observe information such as cash flow, but outsiders cannot know it. As a result,
diversified companies also give rise to many agency problems, thereby increasing asymmettic
information.

Kurniawati (2020) explained that diversified companies focus on research and development
costs (R&D costs) in developing new segments/divisions. In this case, investment increases
information asymmetry and agency costs because these tend to be used as managers' discretionary
costs, soO management is more aggressive in reporting its financial reports. A high level of
information asymmetry between the agent and the principal causes agency problems, increasing
asymmetric information (Scott, 2015).

Companies diversify their businesses to increase competitive advantage through product or
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geographic area diversification. However, diversification leads to diverse information and more
complex structures and focuses on research and development costs that increase information
asymmetry. Asymmetric information will increase management's opportunity to manage
asymmetric information so that investor response will decrease.

Hs: company diversification is negatively associated with firm value

Research Method

This research uses a quantitative approach with secondary data from financial and annual reports
of manufacturing companies listed on the Indonesia Stock Exchange (BEI) from 2016 to 2020.
The company sample criteria are by subtracting companies that conducted an IPO after December
31, 2015, companies that do not have during 2016 up to 2020 financial statements, companies with
a fiscal year-end other than December 31, companies with total sales value equal to zero, and
companies that have not yet listed their shares on BEIL The total number of companies that can
be used in this research is 195. So, the total sample used is 645 firm-years.

The dependent variable in this research is firm value. The proxy used in this research is
Tobin's ratio as in Firmansyah and Purnama (2020) and Permatasari et al. (2021).

(Market Capitalization + Total Liabilities)
Total Assets

Meanwhile, the independent variables in this research consist of market competition,
customer concentration and company diversification. This research employs the Herfindahl-
Hirschman Index as a proxy for market competition. This proxy is also employed by Bachtiar and
Firmansyah (2023) and Xing et al. (2018). Herfindahl-Hirschman Index is calculated using the

formula:

Tobins Q =

n
COMP, = Z(Si/s)z
i=1

Where n is the number of companies listed on the IDX in each manufacturing sector, S;is
the company revenue in each manufacturing sector, and S is the total company revenue in each
manufacturing sector. This research measures HHI in 3 manufacturing sectors: basic and chemical,
miscellaneous, and consumer goods. The HHI for each sector is calculated using the formula to
obtain three values per year for the HHI, which are then entered into the regression equation.
When HHI approaches 0, the company is in high market competition. Conversely, when the HHI
approaches 1, only a few firms are in the industry.

Customer concentration in this study uses the Herfindahl-Hirschman Index (HHI) as
Huang et al. (2016). This proxy for HHI application includes two elements of diversification: the
main customers who interact with the company and the relative importance of each main customer
in the company's annual revenue (Patatoukas, 2012). This proxy was also used by several previous
studies, such as Abbasi and Tamoradi (2020), Bachtiar and Firmansyah (2023) and Crawford et al.
(2020). Customer concentration (CC) is measured using:

B Salesij
CCr= Y G2

£ Sales;;
J=1

Salesijt is the company i's sales to customer j in year t, and Salesit is the total sales in year t.
Each share of sales per the main customer is squared and added up to obtain a value of CC; per
company. In PSAK 5, regarding operating segments in the entity level disclosure section, it is
implicitly stated that the main customer or major customer is a company that purchases 10% or
more of the company's total sales from the company. The CC value ranges from 0 to 1. A value
closer to 1 indicates a higher customer concentration.
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Company diversification in this study was measured using the entropy index proxy. The
reason for choosing this proxy is that the entropy index not only contains information about the
number of segments but also reflects the relative importance of each segment, especially when the
number of segments for two companies is the same (Gu et al,, 2018). The entropy index is
measured using the formula:

n
1
DIVERSE;; = Z RIn(3)

i=0 !

Where P; is the percentage of revenue from segment i, n is the number of segments. Each
business segment calculates its percentage of revenue towards the company's total revenue. This
figure is processed using the formula above to add the number of segments to get the entropy
index figure for one company. The greater the entropy index, the more diversified the company.

This research uses firm size (SIZE), leverage (LEV), and profitability (ROA) as control
variables. Companies with high profitability can use their funds to finance all funding needs so that
the quality of profits is higher (Purnamasari & Fachrurrozie, 2020). ROA is included as a control
variable because company performance can cause the amount of profit to change each year.
Profitability is measured using return on assets (ROA), namely net income divided by total assets
as in Bachtiar and Firmansyah (2023).

Net Income

ROA=———
Total assets

Large companies have an efficient internal control system that helps control the presentation
and disclosure of inaccurate financial information (Arisandi et al., 2022). Firm size is measured using
the company's total assets' natural logarithm (Ln) as in Bachtiar and Firmansyah (2023).

SIZE = Logaritma natural (Ln) of total assets

High leverage will encourage managers to improve their performance to pay off the
company's debt and ultimately gain the trust of creditors and investors (Arhinful & Radmehr,
2023). On the other hand, high leverage results in companies manipulating financial reports not to
violate credit agreements, resulting in low-profit quality (Purnamasari & Fachrurrozie, 2020). This
leverage is measured using total debt divided by total assets as in Bachtiar and Firmansyah (2023).

B Total Liabilities
"~ Total Assets

Hypothesis testing in this research uses multiple linear regression analysis. The research

model is as follows:
TOBINS Q;t = Bl + BZCOMPit + BZCCit + BgDIVERSlt + B4SIZEit + BSLEVit + B6R0Ait + Eit

Results and Discussions

Descriptive statistics of the variables used in this research can be seen in Table 1.

Table 1. Descriptive statistics

Var Mean Med Std. Dev.  Min. Max. Obs
COMP 0.172 0.121 0.136 0.067 0.413 645
CC 0.101 0.009 0.182 0.000 1 645
DIVERS 0.527 0.515 0.422 0.000 1.895 645
TOBINS Q 1.917 1.075 2.947 0.304 35.400 645
SIZE 28.628 28.456 1.586  25.216 33.494 645
LEV 0.559 0.486 0.585 0.065 6.549 645
ROA 0.039 0.031 0.119  -1.050 0.921 645

Source: Processed
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Furthermore, based on the results of the Chow test, Hausman test and Lagrange Multiplier
test, the best model is the fixed effect method. Table 2 is the summary of the results of the
hypothesis test.

Table 2. Hypothesis Examination Results

Variable Coeff t-Stat. Prob.

C 18.622 22.062 0.000 ek
COMP -1.972 -2.501 0.006  *xx
CcC -0.099 -3.183 0.001 e
DIVERSE 0.177 3.818 0.000 ek
LEV 1.006 89.851 0.000 ***
ROA 0.330 5.158 0.000 ek
SIZE -0.594 -20.985 0.000 ***
R2 0.988

Adj. R2 0.985

F-stat. 314.023

Prob(F-stat.) 0.000

Notes: ***) significance level at 1%, **) significance level at 5%, * significance level at 10%

The Association Between Market Competition and Firm Value

The result of hypothesis testing suggests that market competition is negatively associated with firm
value. This result is in line with Anuja and Thenmozhi (2023), Chang and Jo (2019), and Thu and
Minh (2023). According to agency theory, an agency relationship is a contract between an agent
and a principal in which both parties work for their interests (Jensen & Meckling, 1976). It predicts
the influence of market competition on firm value because high competition threatens the
company's going concern in the future, so principals ask managers to fulfill their demands, such as
achieving specified profit targets. Meanwhile, managers act for themselves because of their career
concerns in an environment of high uncertainty.

Companies in markets with intense competition face risks that prevent them from
achieving their efforts. There are three risks related to firm value at high levels of market
competition: uncertainty in income streams, ownership of high-quality earnings, and takeover risk
(Guo etal., 2015). The first risk causes company profits to fluctuate, making manager performance
unstable. According to agency theory, managers will attempt to meet the principal's expectations
by showing good company performance. Achieving profit targets is one way of demonstrating this
performance so that they appear to act for the principal's welfare (Godfrey et al., 2010).

The second risk relates to competitors in the industry. Companies that have high-quality
profits will show good company performance and operational efficiency. In industries with many
competitors, competitors can probably view company information as it becomes a relevant
benchmark so they can easily adjust their strategies. This condition causes the company's
competitiveness to increase in asymmetric information (Guo et al., 2015).

The third risk states that high earnings quality indicates good company operations so that
they can offer a price acceptable to shareholders of the company to be acquired (Guo et al., 2015).
These conditions should be an effective mechanism to require managers to work efficiently (Jensen
& Meckling, 1976). However, the risk-aversion problem shows managers like less risk than
shareholders (Godfrey et al., 2010). A manager who prefers low risk in investment selection cases
(Godfrey et al., 2010). In this case, managers do not intend to appear weak to competitors so that
they are easily acquired, making their career experience look bad. Managers cannot diversify their
risks as shareholders do, but they have the authority to report company profits. Therefore, they can
obscure company performance so that the information obtained by competitors is not completely
accurate.
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Another reason is that the manufacturing industry has complex business processes, from
production to sales. To maintain its existence, managers must be responsive to competing
companies regarding products and cost determination (Wahyuni & Putra, 2020). Measuring
manufacturing companies' performance in Indonesia is seen not only from financial factors but
also from other factors related to production, such as manufacturing competitive priorities, internal
processes, and resource availability (Simangunsong, 2023; Verico, 2021).

Most manufacturing companies in Indonesia have carried out strategic planning when
facing a competitive environment (Wahyuni & Putra, 2020). There is a high possibility of
asymmetric information being categorized as a strategic decision. According to the problem
horizon, managers may do this to balance their policy choices so the company can maintain
business continuity. In addition, they also realize that their interests can only be met if the company
still exists (Jensen & Meckling, 1976). Market competition is pressure from outside the company
that forces the company to do something so that the company can survive. The manufacturing
industry has complex manager characteristics at strategic, tactical, and operational levels (Hwang et
al., 2020). Strategic levels, such as the board of directors and other chief executives, control and
oversee all organizational goals. Agency problems in complex companies arise in the management
decision process because corporate decision-makers do not act on the merits of their choices
(Fama, 1980). Large differences between management levels indicate a large strategic gap. Thus,
there is disagreement between management levels regarding company strategy (Hwang et al., 2020).
The decisions made by the company have been discussed with various considerations by inter-level
management so that when asymmetric information is interpreted as business decisions, it can be
considered detrimental to the company in the future.

The Association Between Customer Concentration and Firm Value

The test result suggests that customer concentration is negatively associated with firm value. This
result is in line with Rehman et al. (2023). Customer concentration describes the size of the number
of customers, especially key customers that a company has and is related to how total revenue is
distributed within that customer base (Bachtiar & Firmansyah, 2023). In PSAK 5 concerning
Operating Segments, customers with a sales contribution to the company of more than 10% can
be called main customers. Customer concentration is a strategy carried out by companies to trigger
important growth in business (Working, 2019) by increasing profitability and making supply chains
more efficient (Campello & Gao, 2017). However, high customer concentration has several risks,
such as bankruptcy and stock price risk (Abbasi & Tamoradi, 2020), cash flow risk (Aryotama &
Firmansyah, 2019), and credit risk (Campello & Gao, 2017).

The relationship between customer concentration and firm value can be explained in
agency theory regarding asymmetric information. With concentrated customers, it will be easier for
managers to meet company needs because there are reduced costs and higher company
performance (Aryotama & Firmansyah, 2019). However, managers who make profits may take
actions not entirely known to customers. Managers will employ policies to run their motives
because customers do not intend to make long-term agreements with the company if its prospects
are uncertain (Huang et al., 20106). The existence of customer concentration does not encourage
companies to manipulate profits through real company activities. This condition can be caused by
allegedly occurring. With concentrated customers, most company activities will relate to only a few
customers. Managers in manufacturing companies may not engage in massive asymmetric
information when the company has many concentrated customers. As explained previously,
customer concentration is a strategy with high risks.

In manufacturing companies, certain investments need to be made, focusing on key
customers to be able to maintain the unique production capacity of those customers. Companies
will engage in specific operations that require adjustments in business operations, including the
assets employed (Abbasi & Tamoradi, 2020). Companies should meet these customers' demands
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and avoid corporate failures to maintain relationships with them. If cooperation with a major
customer is suddenly terminated, the company will be forced to lay off employees in large numbers
to compensate for their losses. They also need to improve the welfare of their employees because
there are concerns that work strikes will create uncertainty in their business operations. Thus,
companies can focus on the company production cycle. However, such actions increase team
member risks because they will reduce the number of employees (Cen et al., 2017). In line with the
risk-aversion problem, managers in manufacturing companies are expected to understand the risks
and negative consequences of asymmetric information to avoid additional risks from activities
likely to be detected by customers. They do not consider their motives when a customer
concentration strategy is carried out, but the strategy is carried out to create value for the company
through non-manipulative means.

The Association Between Corporate Diversification and Firm Value

Based on the result of hypothesis testing, corporate diversification is positively associated with firm
value. This result is in line with Choe et al. (2014), Lien and Li (2013), Selcuk (2015), and Setianto
(2020). Corporate diversification is a strategy carried out by a company by expanding business
operations in many businesses to achieve the company's long-term goals internally and externally
(Hariandja, 2018). These objectives include creating an internal capital market. It is when a division
with high cash flow but limited investment opportunities can finance divisions with low cash flow
but have better investment opportunities, creating tax advantages, and providing advantages
regarding business integration (Kurniawati, 2020).

The effect of corporate diversification on asymmetric information is predicted in agency
theory. Separation of ownership in large organizations causes reduced monitoring by principals so
that managers can use business property to maximize their welfare (Panda & Leepsa, 2017).
Managers diversify their interests, such as higher salaries, increased job prospects in the future, and
the perception of a higher position (Aryotama & Firmansyah, 2019). The complexity of diversified
companies also increases asymmetric information so that greater opportunities are available for
managers to exploit, which increases the possibility of increasing asymmetric information.

Large differences resulting from the complexity of management structures in
manufacturing companies can cause strategic gaps at the management level, resulting in reduced
productivity (Hwang et al., 2020). To reduce this gap, interested parties between management levels
will discuss this and reconcile the strategic approaches between management levels. Management
may realize they cannot improve their welfare later when the company is no longer operating. When
gaps can be reduced, decision-making will be easier.

The company will also determine a strategy to get out of financial difficulties. In
manufacturing companies in Indonesia, one strategy to escape the high level of market competition
is to diversify the company because it is believed to make its performance more sustainable in the
long term (Widuri & Sutanto, 2019). In contrast to ordinary real activities, corporate diversification
is a strategy that requires large resources, investment, and a long time. As a result, the decision to
carry out a diversification strategy can reduce individual interests because there is an agreement
between manager levels. In line with the results of this research, managers do not carry out their
motives when a diversification strategy is implemented.

Another reason is that company diversification occurs when the company has a strong
management team and distribution network, which can be used to market new products to
consumers (David & David, 2017). The diversification strategy of companies in developing
countries, including Indonesia, shows premium diversification or increases in the value of their
companies, in contrast to most developed countries (Selcuk, 2015). This condition occurs because,
in developing countries, the benefits of diversification created through internal capital markets are
greater than the costs. So, the company's diversification strategy is considered more effective in
developing countries (Selguk, 2015).
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In manufacturing companies in Indonesia, the initial stage of a diversification strategy has
growth opportunities with costs greater than the benefits. However, after that, diversification will
provide high growth opportunities and become premium diversification for the company (Setianto,
2020). So, diversification takes time to provide benefits according to the company's goals.
Corporate diversification in Indonesia is carried out to get a positive response from investors
through stock returns. Managers may have understood the risks of asymmetric information
contrary to the company's diversification objectives. Managers in manufacturing companies in
Indonesia may be more logical in implementing their motives so that not all opportunities are
utilized by managers due to the information asymmetry that arises in the company's strategic
choices. Diversification in the manufacturing sector in Indonesia is not used to carry out
opportunistic motives. Thus, increasingly diversified companies align with investors' interests.

Additional Results

The results of testing control variables show that leverage and profitability positively affect
company value, while company size negatively affects company value. In this research, leverage
and profitability are related to the manager's performance in the company, while company size is
related to asymmetric information between managers and shareholders. The results of this research
indicate that the greater use of debt by managers is not related to asymmetric information, but the
use of debt by managers is thought to be aimed at increasing production capacity or supporting
increased company production. The use of debt by managers in manufacturing companies is
considered cheaper and easier than funding sources from equity. In addition, managers will have
more optimal performance if the company bears greater debt because the potential for financial
difficulties in the future will result in managers trying their best to ensure the company's
sustainability. This aligns with the company's high operating performance so that investor response
is positive. However, investors do not respond positively to large manufacturing companies,
considering that manufacturing companies generally have large assets. Smaller companies attract
more attention from investors because they are considered to have lower asymmetric information
than large companies. The skills of managers in large companies are considered to be able to utilize
asymmetric information compared to smaller companies.

Conclusions

This research concludes that market competition and customer concentration are negatively
associated with firm value. Investors consider that companies with large market competition have
high corporate risks, so conditions impact potential problems with the company's going concerns
in the future. Although concentrated customers will assist managers more easily in meeting the
company's needs, managers who gain profits may take actions that are not fully known to
customers. This condition results in customers not intending to make long-term agreements with
the company because companies with high customer concentration are considered uncertain in
their prospects in the future. However, corporate diversification is positively associated with firm
value. Managers in Indonesian manufacturing companies may be more logical in achieving their
goals, resulting in managers not taking advantage of all chances due to knowledge asymmetry in
the company's strategic decisions.

This research has limitations related to the criteria used in sampling, reducing the number
of samples. In addition, this research only uses financial reports from manufacturing companies,
so the results of this test cannot be generalized to all industries in Indonesia. Future research can
use non-financial companies to obtain more data and comprehensive research results. This research
also suggests that the Capital Market Supervisory Authority in Indonesia should improve the
policies concerning the company’s strategies to minimize asymmetric information between
managers and investors. Also, the Authority should monitor strategies that are not in line with
investors' interests.
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