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ABSTRACT
This study aims to determine the mediating effect of financial performance on the effect of intellectual
capital on firm value. This research was conducted at companies incorporated in LQ-45 listed on the
Indonesian stock exchange. The sample of this research is the financial statements of companies
incorporated in LQ-45 in the 2014-2019 period that publish financial statements continuously. Analysis of
the data in this study using SEM-PLs using WarpPLs 6.0 software. The results of this study indicate that
VACA, VAHU and STVA have a positive effect on firm value. In addition, this study also found that of the
three intellectual capital proxies, only VACA and STVA had a positive effect on financial performance,
while VAHU did not support the research hypothesis because it had a negative effect on financial
performance. Further findings show that financial performance mediates the effect of VACA and STVA on
firm value.
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INTRODUCTION
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If a financial report is made properly and accurately, it can describe the real condition of the company in
terms of achievement within a certain period of time. From preparing the company's financial
statements, it also aims to determine the profitability and level of risk or the level of smoothness of a
company (Suhardiyah et al, 2018). In competition in the era of globalization, developments in the
business world have resulted in increasingly fierce competition among companies. Therefore, the
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Companies now realize that competitiveness is not only in tangible assets, but more emphasis on
information systems, innovation, management of the organization and its resources (Chen et al, 2005).
Therefore, companies must be able to increase their competitiveness to be superior to other
companies. Regarding this Sawarjuwono (2003) argues that companies must make changes to business
processes, from what was originally based on labor (labor based business) to a business based on
knowledge (knowledge-based business), so that the structure of the company's main characteristics
becomes a company that is based on knowledge. Companies that implement knowledge-based business
will create an idea to manage knowledge as a means to obtain income in the company, by implementing
knowledge-based businesses, the company's value will also change.
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company must be able to increase its competitiveness to be superior to other companies. In Indonesia,
there are many company sectors, but being in the LQ45 stock index is an advantage that can be trusted
by investors because the level of liquidity in the company is good. The LQ45 stock index is an index
consisting of 45 selected stocks that have high liquidity value and large market capitalization and are
selected through several criteria in selection. This index is selected every six months, namely at the
beginning of February and August (Prima et al., 2018). With the promising business prospects, it will
attract investors to invest.
Regarding these problems, the company's value is considered very important and is the main object for
the company to continue to improve its company's performance as a going concern for the company in
the future. Company value can describe the condition of a company where the conditions that have
been achieved by the company as a picture of the company's prospects trust in the future. Firm value is
a reflection of market value that is able to provide maximum prosperity for shareholders if the share
price continues to increase. The value of the company can be said to have increased when viewed from
the increase in its share price. The higher the stock price in a company, the higher the value of the
company (Westerfield & Jaffe, 2013).
This study aims to investigate the mediating effect of financial performance on the effect of intellectual
capital on firm value. The sample of this research is the financial statements of companies incorporated
in LQ-45 in the 2014-2019 period that publish financial statements continuously. Analysis of the data in
this study using SEM-PLs using WarpPLs 6.0 software. The results of this study indicate that VACA, VAHU
and STVA have a positive effect on firm value. In addition, this study also found that of the three
intellectual capital proxies, only VACA and STVA had a positive effect on financial performance, while
VAHU did not support the research hypothesis because it had a negative effect on financial
performance. Further findings show that financial performance mediates the effect of VACA and STVA
on firm value.

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT
Resource Based Theory in this theory assumes that the company will create company value by
maximally managing and using VACA or physical resources in accordance with the capabilities of the
company. If VACA can be managed effectively and efficiently, it will improve company performance
(Randa and Solon, 2012). If the resources owned by the company affect the company's financial
performance, it will ultimately increase the company value which can be seen from the company's stock
price. One of the disclosed intangible asset resources is VACA (Aida and Rahmawati, 2015).
According to research conducted by Sayyidah and Saifi (2017) it shows that VACA has no significant
effect on firm value. However, in this study, financial performance has a significant effect in mediating
the effect of VACA on firm value. This shows that even though VACA has not been able to increase firm
value, if the company can manage its capital assets properly, it can improve the company's
performance. Based on the description above, the following hypotheses can be concluded:
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VAHU is the main component of intellectual capital because human interaction is a source of intangible
value in intellectual property. The company views the same between VAHU and other production
factors such as machines. Management views that employees if they do not do their job properly, they
will be easily replaced with new ones (Fariana, 2014). If the company can manage and make good use of
the human and intellectual resources owned by the company, it will affect the company's profits or
increased financial performance and this will affect the company's value.
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H1: Financial Performance mediates the effect of Value Added Capital Employed (VACA) on firm value
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According to research conducted by Nuryaman (2015), it shows that VAHU has a positive influence on
firm value. Then financial performance on firm value has a positive effect and in this study financial
performance can be used as a mediating variable between the effect of VAHU on firm value. This shows
that the company is able to employ employees who are committed and competent. Committed and
competent employees need to be supported by a good company infrastructure, so the three
combinations can improve company performance and company value. Based on the description above,
the following hypotheses can be concluded:
H2: Financial Performance mediates the effect of Value Added Human Capital (VAHU) on firm value
Resource Based Theory states that the company has resources that can make the company have a
competitive advantage and be able to direct the company to have good long-term performance (Ulum,
2017). Utilization of company resources will run well if it is supported by the company's STVA capability
properly. Companies will provide a higher assessment to companies that have increased financial
performance, with increased financial performance, investors will respond positively and will increase
the company's value (Yuskar and Novita, 2014).
According to research conducted by Jayanti and Binastuti (2017), it shows that STVA has no effect on
firm value. However, STVA which is considered to have no effect is successfully mediated by financial
performance through company value with a good ROA level that will affect good company value. This
shows that the company can optimize the use of company resources properly. Based on the description
above, the following hypotheses can be concluded:
H3: Financial Performance mediates the effect of Structural Capital Value Added (STVA) on Firm Value

METHOD
The sample in this study were 22 publicly traded companies that were included in the LQ-45 stock group
during 2014-2019. There are 132 data that were examined in this study.

Variable Measurement
Intellectual Capital (X1)
Intellectual capital is intangible capital related to technology and knowledge, which includes hidden
value for a company that can increase the company's competitiveness (Arini, 2018). Intellectual capital
in this study was proxied by the Value Added Coefficient (VAICTM) component. The first step in
calculating VAICTM is calculating VA (Value Added). VA is an effective indicator to assess the success of a
business and shows the company's ability to create value (value creation). VA is calculated as the
difference between output and input. VA can be formulated as follows:
VA = OUT-IN

Value Added Capital Employed (VACA)
VACA is the company's ability to manage resources in the form of well-managed capital assets so that it
can increase financial work (Dewi, 2011 quoted by Nurfauzia, 2018). With the following formula:
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: Value Added (the difference between output and input)
: Output (Total sales and other revenues)
: Input (selling expenses and other expenses, other than employee expenses).
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VA
CE

: Value Added
: Capital Employed (book value of net assets)

Value Added Human Capital (VAHU)
The VAHU shows how much VA is generated in the monetary unit issued by the company for employees
or labor. This ratio shows the contribution made by each company that is invested in human capital to
the value added of a company, the costs incurred by the company related to labor costs are reported in
the salary expense contained in the company's financial statements (Nurfauzia, 2018). The formula is as
follows:

VA
HC

: Value Added
: Human Capital (employee expenses).

Stuctural Capital Value Added (STVA)
This ratio measures the amount of structural capital (SC) needed to create value, STVA measures the
amount of SC needed to produce rupiah VA and indicates how successful SC is in value creation
(Nurfauzia, 2018). The equation in this calculation is:

SC
VA

: Structural Capital (the difference between VA and HC)
: Value Added (the difference between output and input).
TM

Value Added Intellectual Capital (VAIC )
TM

VAIC

is a method used to measure the intellectual model of a company, each of which has advantages

and disadvantages so that in choosing the right model to use it is an inappropriate action because the
measurement is only a tool used for situations and conditions with certain specifications, the formula
for calculating VAICTM are as follows:
TM

VAIC

= VACA+VAHU+STVA

Firm Value
According to Hidayat (2018), company value is a value that reflects what price investors will pay for a
company. In this study, the measurement of firm value uses the price book value (PBV). PBV is the result
of a comparison between the share price and the book value of the shares, if the PBV value is high,
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shareholders. The PBV formula is as follows:
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market confidence will increase in the company's prospects and indicate. prosperity of the good
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Financial Performance
financial performance using profitability ratios. Profitability is a measure in measuring the percentage
used to assess the company in generating profits at an acceptable level. In this study the profitability
ratio is proxied by return on assets (ROA). Here is the formula for calculating ROA:

RESULT AND DISCUSSION
The following are the results of hypothesis testing in this study presented in the table below:
Table 1. Research Hypothesis Testing Results
Tabel A Direct Relationship
Variable

Firm Value
0,53***
0,54***
0,32***

VACA
VAHU
STVA
Tabel B Inirect Relationship
Variable

Financial
Performance
0,33***
-0,19
0,44***

Firm Value

VACA
VAHU
STVA
FP
Source: Data processed (2020)

0,52***
0,41***
0,24**
0,36***

Table 2. Results of the calculation of the VAF Hypothesis of Mediation
Indirect Relationship
VACA  FP  FV
STVA  FP  FV

0,33*0,52
0,44*0,24
Total Indirect Relationship

0,172
0,106
0,278

Direct Relationship
STVA  FV
Total Direct relationship
Total relationship

0,24
0,24 + 0,278 = 0,518

VAF (VACA  FP FV)

0,33

VAF (STVA  FP FV)

0,20

Based on the results of hypothesis testing which have been shown in tables 1, 2 and 3 above, it can be
seen that (VACA - FP - FV) has a path coefficient value of 0.32 and 0.26 and a VIF calculation value of 0.33.
These results indicate that financial performance is able to mediate the effect of VACA on firm value.
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Discussion
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Source: Data processed (2020)
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These results are in line with research conducted by Utari (2018) which states that financial performance
is able to mediate the effect of VACA on Firm Value.
In this study, non-financial companies are able to use the company's capital assets efficiently, so that they
can increase the company's net profit. With increased net profit, it can improve the company's financial
performance. The better the growth in financial performance of the company, the more investors are
interested in investing so that the company's value also increases, which can be seen in its share price.
The results of this study support the Resources Based Theory (RBT) which states that companies can
create added value by managing and using the company's capital assets efficiently so that they can
increase profits in the company (Simanungkalit and Prasetiono, 2015).
Furthermore, it is known that (VAHU - FP - FV) has a path coefficient value of -0.18 and 0.26. These results
do not meet the VIF calculation test. So that financial performance does not mediate the effect of VAHU
on firm value.

CONCLUSION
The results of the latest research in this study indicate that (STVA - FP - FV) has a path coefficient value of
0.45 and 0.26 and a VIF calculation value of 0.20. These results indicate that financial performance
mediates the effect of STVA on firm value. This shows that the facilities and infrastructure that have been
provided to employees can optimally make employees feel comfortable so that employees can be
motivated to increase their productivity and performance and the company can meet sales targets. So
that the company will experience an increase in financial performance which then has an impact on the
increase in company value which can be seen in its share price. The results of this study support the
Resources Based Theory (RBT) which states that if the company can manage and use structural capital
optimally, it can increase the value for the company (Simanungkalit and Prasetiono, 2015).
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