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Abstract 

This study aims to analyze the influence of intellectual capital components consisting of 
value added capital employed, value added human capital, and value added structural capital 
to financial performance and value of the firm, as well as financial performance to value of 
the public firm registered in Indonesia Stock Exchange. This study is concerned with 
companies registered in Indonesia Stock Exchange, by 158 samples of 464 firms which are 
registered in 2012.Data is analyzed by using Path Analysis Model by means of program 
AMOS version 18.The findings show that each of intellectual capital components consisting 
of value added capital employed and value added structural capital give positive and 
significant effect on capital performance and value of the firm. Although value added human 
capital gives positive effect, it does not significantly affect financial performance and value 
of the firm; then, financial performance affect positively and significantly value of the firm 
registered in Indonesia Stock Exchange. It can give signal to investors to invest in the firm in 
purpose to gain return. High and low rates of return which will be received by investors 
reflects value of the firm. 

Keywords: intellectual capital components, corporate governance mechanism, financial 
performance, and value of the firm 
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1. Introduction 

Capital market in Indonesia is rapidly developed either in form of stock or debt instrument. 
Investors investing their fund in capital market are not only having short-term purpose, but 
also obtaining long-term income. Accordingly, the investors should utilize all information to 
analyze the market and its investment in expectation to gain profit. 

Generally, goal of the firm is to maximize stakeholder value through dividend policy and 
price improvement of the firm's stock market. The firm desires a presence of growth therein, 
while on the other side, it should also be able to pay the dividend to investors; unfortunately 
these two objectives are in contradiction. The firm prefers to hold the profit to divide it in 
form of dividend, while the investors prefer current dividend payout to dividend delay which 
is realized in form of capital gain. As the consequence of this contradictory interest between 
the firm and the investors, the firm should apply beneficial dividend policy especially to the 
improvement of prosperity for those shareholders. 

To find out the firm's financial performance, it can be seen from profitability rate made by the 
firm while performing its operational. Profitability in form of return on equity (ROE), return 
on assets (ROA), or return on investment (ROI) are important measurements to assess sound 
or unsound firm practices affecting investors to make decision. The higher gained 
profitability rate the higher financial performance reached by the firm, thus it will 
automatically attract investors to invest in the firm. If the profitability rate reached by the 
firm is high, the received return will do so. Appropriate profit divided into stakeholder is the 
profit which is divided after closing all of the firm's constant charges, i.e. bank interest and 
taxes.  

Other than knowing the gained profitability rate from the firm's financial performance, it may 
be also seen based on Jakarta Composite Index/JCI (ID: IndeksHargaSahamGabungan/IHSG) 
and the amount of traded stocks. Otherwise, value of the firm can be seen based on market 
capitalization rate or transaction rate of its stocks. Then, the development of financial 
performance and value of the firm registered in Indonesia Stock Exchange/IDX (ID: Bursa 
Efek Indonesia/BEI) can be seen in the following Table 1. 

Table 1. The Development of Financial Performance and Value of the Firm Registered in 
Indonesia Stock Exchange in 2008-2012 

Year JCI Number of Shares 
(Sheets) 

Market Capitalization
(Million IDR) 

Transaction Value 
(Million IDR) 

2008 1,355 1,361,905 1,926,372 1,179,355 
2009 2,534 1,340,558 2,019,380 1,182,333 
2010 3,704 1,337,579 3,243,770 1,181,359 
2011 3,822 1,203,550 3,537,423 1,223,441 
2012 4,317 1,055,227 4,084,714 1,116,718 

Average 3,146 1,259,764 2,962,332 1,176,641 

Source: Report of Securities and Exchange Commission (SEC) and Financial Institution, 2013 
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Table 1 shows that the firm's Jakarta Composite Index (JCI) registered in Indonesia 
Composite Index from 2008 to 2012 increases every year, for example in 2011, this index 
increases by 12.95% in 2012. It indicates that the average rate of JCI in Indonesia Stock 
Exchange in 2008-2012 is closed at 3,146. Value of market capitalization also increases from 
2008 to 2012 where its increase rate in 2012 is 15.47% from 2011 with average value by 
2,962,332 every year for 5 years. However, if it is closely seen, recently, the number of 
shares outstanding every year, from 2008 to 2012 decreases, and the average number of 
shares outstanding every year is 1,259,764 sheets.  Transaction value in Indonesia Stock 
Exchange also decreases, where in 2012, it falls into 5.37% from 2011, and the average of 
transaction value is 1,176,641 per year.  It means that financial performance of public firms 
registered in Indonesia Stock Exchange is falling down in 2012 compared to the previous 
years. 

 

2. Methods 

This study uses descriptive research and explanatory research. Data used herein is based on 
secondary data. Secondary data is the data obtained from documentation and financial report 
of each company as the object of the study, Indonesian Capital Market Directory (ICMD), 
Capital Market Statistic, or the other written reports taken from literature-based study, 
references, documentation, and the other printed media and also firm rules relevant to this 
study.  

Data sampling is conducted by means of documentation, i.e. by learning documents, reports, 
and information related to the study. Population herein is all of companies registered in 
Indonesia Stock Exchange, by total number of 464 in 2012 which are divided into 34 sectors. 
Sample selection is conducted based on purposive sampling method in purpose to get 
representative sample in accordance with the determined sample criteria.  

It uses Path Analysis model with program Amos version 18. 

 

3. Result 

3.1 Evaluation of the Validity Data 

Data testing result by test on outliers data, data normality, and data linearity show that all of 
research variables either independent variable, intervening variable, or dependent variable is 
valid to be analyzed in this study. 

3.2 Model Conformance Testing Results 

Based on empiric model used in this study, i.e. Path Analysis with software AMOS version 
18, hypothesis testing can be done through path coefficient testing in structural equation 
model. 
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Figure 1. Hypothesis Testing through Coefficient Testing 

The following table is hypothesis testing by looking at p value. If p value is smaller than 0.05, 
relation or influence of inter-variable is significant. Otherwise, there is an explanation on 
direct effect indicating that there is direct and positive effect on inter-variable, and indirect 
effect indicating that there is positive effect occurred indirectly on inter-variable, and also 
total effect where the latter is the accumulation of direct and indirect effect on every analyzed 
variables.   

Table 2. Hypothesis Testing 

HIP 

Variable 
Direct 

Effects

Indirect 

Effects
Total Effects P-Value Details Independent 

Variables 

Intervening 

Variables 

Dependent 

Variables 

H1 
Value Added Capital 

Employed (VACE) 

Financial 

Performance 

(FP) 

- 0.116 0.000 0.116 0.000 Significant

H2 
Value Added Human 

Capital (VAHC) 

Financial 

Performance 

(FP) 

- 0.024 0.000 0.024 0.058 Insignificant

H3 

Value Added 

Structural 

Capital (VASC) 

Financial 

Performance 

(FP) 

- 0.051 0.000 0.051 0.046 Significant

H4 
Value Added Capital 

Employed (VACE) 
- 

Value of the 

Firm 

(VF) 

0.070 0,007 0.077 0.025 Significant

H5 
Value Added Human 

Capital (VAHC) 
- 

Value of the 

Firm 

(VF) 

0.042 0.004 0.046 0.053 Insignificant

H6 

Value Added 

Structural 

Capital 

(VASC) 

- 

Value of the 

Firm 

(VF) 

0.226 0.003 0.229 0.000 Significant

H7 
Financial 

Performance (FP) 

Value of the 

Firm 

(VF) 

- 0.072 0.000 0.072 0.022 Significant
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4. Discussion 

4.1 The Influence of VACE on the Financial Performance and Value of the Firm 

This test result is in line with hypothesis stating that value added capital employed give 
positive and significant effect on the financial performance and value of the firm. It is proved 
by regression coefficient with positive value (0.116 for financial performance and 0.070 for 
value of the firm), and its significance value is 0.00 for financial performance and 0.025 for 
value of the firm. Indirectly, this value added capital employed also gives positive effect on 
value of the firm by 0.007. It indicates that the direct effect from value added capital 
employed is larger compared to the indirect effect on value of the firm. This condition shows 
that the larger amount of value added capital employed (VACE) will affect the improvement 
of financial performance and value of the firm registered in Indonesia Stock Exchange. 
Company having the larger amount of physical capital will get the better return on equity 
(ROE) where value of the firm, at last, will be higher. Likewise, with the higher value added 
of capital employed (VACE), company tends to have higher financial performance. Pursuant 
to market perception, this condition reflects a better performance or it gives a good signal to 
investor.  Higher VACE along with an increase in value of firm gives an overview that if the 
firm's sales increases, the firm's profit will also increase. 

Firer and Williams (2003), Ming Chin et al. (2005), Tan et al. (2007) also conducts a research 
on the influence of value added of capital employed (VACA) on financial performance and 
value of the firm; they found that it gives positive and significant effect.It is in accordance 
with the findings found by Daniel et al. (2011), Reza GharoieAhangar (2011), Mu Shun 
Wang (2011), and Wasim et al. (2012) and the same conclusion is also reported by Nora and 
Shiddiq (2012) and OmidAmri and Abdoli (2012). 

4.2 The Influence of VAHC on the Financial Performance and Value of the Firm 

Test result shows that value added human capital (VAHC) directly affects positively and 
insignificantly financial performance. It is different from the findings found by Firer and 
Williams (2003), Ming Chin et al. (2005), and Mu Shun Wang (2011). This finding is 
contradicted a hypothesis stating that value added human capital (VAHC) gives positive and 
significant effect on financial performance. It is proved by regression coefficient with 
positive value of 0.024 and significance value of 0.058. Similar to value added human capital 
(VAHC), i.e giving direct positive and insignificant effect on value of the firm, this value is 
proved by regression coefficient of 0.042 and its significance value which is more than 0.05 
is 0.053. Indirectly, value added human capital (VAHC) also gives positive effect on value of 
the firm by 0.004. It means that the direct effect from value added human capital (VAHC) is 
higher than its indirect effect on value of the firm. If there is one point VAHC on rise, it 
causes financial performance increase measured by return on equity (ROE) by 0.024 and 
value of the firm (M/B) increase by 0.042. This condition indicates that the higher value 
added human capital (VAHC) affects increase of financial performance and value of the firm 
as noted in Indonesia Stock Exchange, although the increase between VAHC and financial 
performance and value of the firm is not significant. 
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Research findings on positive and insignificant effect of value added human capital (VAHC) 
on financial performance and value of the firm supports the findings found by Nova Lili and 
DidikArdiyanto (2012).However, this finding does not agree with the previous findings 
conducted by AbbasaliDaryaee et al. (2011), Farah and Arief (2006), and Olayinka and 
Uwalomwa (2011) and either by Reza GharoieAhangar (2011), 
OmidAmri&MohamadrezaAbdoli (2012), and Sayed AlirezaMosavi et al. (2012) showing 
that value added human capital does not affect the firm's financial performance. 

4.3 The Influence of VASC on the Financial Performance and Value of the Firm 

Test result shows that value added structural capital (VASC) affects positively and 
significantly financial performance and value of the firm. This test result corresponds to 
hypothesis stating that value added structural capital directly gives positive and significant 
effect on financial performance and value of the firm. It is proved by regression coefficient 
with positive value (0.051 for financial performance and 0.226 for value of the firm), and its 
significance value is 0.046 for financial performance and 0.00 for value of the firm. Indirectly, 
value added structural capital (VASC) also gives positive effect on value of the firm by 0.003. 
It means that direct effect from value added structural capital (VASC) is higher than indirect 
effect on value of the firm. It there is 1 point VASC on rise, it causes financial performance 
(ROW) increase by 0.051 and value of the firm (M/B) increase by 0.226. This condition 
shows that the higher value added structural capital (VASC) will affect the increase of 
financial performance and value of the firm as noted in Indonesia Stock Exchange. 

This research is conducted by Firer and Williams (2003), Ming Chin et al. (2005), and Tan et 
al. (2007) who conclude that value added structural capital (VASC) gives positive and 
significant effect on financial performance and value of the firm based on the findings.It is 
also reported by Stewart (1997), Bontis (2001), Olayinka and Uwalomwa (2011), Mu Shun 
Wang (2011), and Laila Asadi (2012). However, this finding is not in accordance with the 
findings found by Farah and Arief (2006) indicating that value added structural capital 
(VASC) gives negative and insignificant effect on financial performance and value of the 
firm. 

4.4 The Influence of Financial Performance on Value of the Firm 

Test result in this study corresponds to research hypothesis, i.e. by pointing out that financial 
performance gives positive and significant effect on value of the firm. It is proved by 
regression coefficient in positive value by 0.072 and significance value by 0.022. It means 
that the higher financial performance reached by the company, the higher value of the firm as 
noted in Indonesia Stock Exchange. 

It corresponds to the findings conducted by Nova Lili and DidikArdiyanto (2012) finding that 
financial performance gives positive and significant effect on value of the firm. However, this 
finding contravenes the findings found by Niyanti and Mutmainah (2012) where the financial 
performance is measured by return on assets (ROA), while value of the firm is measured by 
tobin's q. The finding shows that financial performance gives positive and significant effect 
on value of the firm. 
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4.5 Research Limitations 

1. There are some limitations in this study that this study: 

2. Only uses data in 1 year period (in 2012) and it does not consider time lag factor. 

3. Only uses market value to book value (M/B) value as the indicator of value of the 
firm.  

4. Only uses return on equity (ROE) as the indicator of the company's financial 
performance. 

5. Does not separate institutional ownership owned by foreigner and domestic ownership 
(national). 

 

5. Conclusions and Recommendations 

Based on the previous analysis result and discussion, it can be concluded as follows: 

1. Each of intellectual capital components consisting of value added capital employed 
(VACE) and value added structural capital (VASS) gives positive and significant 
effect on the firm's financial performance. While the value added human capital 
(VAHC) gives positive and insignificant effect on the firm's financial performance as 
noted in Indonesia Stock Exchange. 

2. Each of intellectual capital components consisting of value added capital employed 
(VACE) and value added structural capital (VASC) directly or indirectly gives 
positive and significant effect on value of the firm. While the value added human 
capital (VAHC) gives positive and insignificant effect on value of the firm as noted in 
Indonesia Stock Exchange. 

3. Financial performance gives positive and significant effect on value of the firm 
registered in Indonesia Stock Exchange. 

Based on the proposed conclusion above, the following is some suggestion: 

1. For those companies registered in Indonesia Stock Exchange, it is very important to 
have investment in efficient intellectual capital if they want to raise the financial 
performance because efficient intellectual capital will have a strong competitiveness 
that will encourage the company to keep moving in the future. 

2. As long as possible, those companies registered in Indonesia Stock Exchange need to 
raise market reaction and credence of investors to the firm by keep paying attention to 
non-physical asset utilization that reflects intangible value other than looking closely 
to physical asset utilization that reflects the firm's tangible value. 
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