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ABSTRACT : This research aims to determine the effect of intellectual capital and profitability on firm value
in bank subsector companies listed on the Indonesia Stock Exchange from 2017 to 2021. The independent
variable, namely intellectual capital, is measured by VAIC™ which is proxied by value added capital employed
(VACA), value added human capital (VAHU), and structural capital value added (STVA), and profitability is
proxied by ROE (return on equity). The dependent variable in this study is firm value as proxied by Tobin's Q.
The data analysis technique used in this study was purposive sampling approach through the SPSS application.
Form the result of research show there is no significant effect between intellectual capital toward firm value and
there is a significant effect between profitability toward firm value.
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. INTRODUCTION

Globalization, technology, and innovation are currently growing in the business world, thus indirectly

forcing companies to continue to make updates in running their businesses to increase corporate value. Business
competition must be balanced with consideration and knowledge of good resources in order to compete with
both domestic and foreign companies. Companies that implement knowledge-based business in knowledge
management as a means of earning income will see their company's value change (Sunarsih & Mendra, 2011).
Tobin's Q is one of several factors that can be used to calculate firm value.The higher the Tobin's Q value, the
better the company's growth prospects.It can be seen that the greater the market value of the company's assets
compared to the book value of the company's assets, the greater the willingness of investors to make more
sacrifices to be able to own the company (Sukamaja, 2004). In addition to Tobin's Q, company value can also be
measured based on the company's stock market price because the stock market price can reflect investors'
assessments of the overall equity it owns (Wahyudi & Pawestri, 2006).
If the company's value is determined solely by its physical assets, the results will differ from the market value
because other, intangible factors influence it. This value arises because there is a difference between the stock
price and the book value of the company's assets. More appreciation of the company's shares from investors is
believed to be caused by the company's intellectual capital (IC) (Sunarsih and Mendra, 2012). Wu et al. (2008),
in Hadiwijaya (2013), provide a definition of IC in a broad sense, namely as an intangible asset owned by a
company. According to Nugroho (2012), intellectual capital is knowledge and intellectual property that is able
to find opportunities and manage threats so that they can affect the company's resilience and competitive
advantage.

Knowledge assets are one of the essential components of business and sustainable resources needed to
gain and maintain a competitive advantage. Intellectual capital (IC) is information and knowledge that can be
applied to a job to create value for the company (Williams, 2001). The indicator used to detect intellectual
capital is the Value Added Intellectual Coefficient (VAIC). VAIC is a method developed by Pulic (1998), and
VAIC is a tool used to measure the performance of a company's intellectual capital. VAIC consists of three
components, namely VACA (value-added capital employed), VAHU (value-added human capital), and STVA
(structural capital value added).

Profitability is a ratio that can describe a company's ability to earn profits. According to Bringham and
Houston (2001), profitability can be said to be a company's ability to generate net income from activities carried
out in the accounting period. The goal of investors investing in the company is to get a good return. The greater
the ability to earn profits, the greater the return expected by investors, and thus the greater the company's value.
The importance of profitability can be seen by considering the impact that comes from the company's inability
to obtain maximum profits to support its operational activities. When the company gets the maximum profit, it
will have an impact on increasing the value of the company. Investors will be more interested in investing in
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companies with high profits. This is captured as a positive signaling theory by investors so that they will be
motivated to increase their share demand transactions, which will have an impact on increasing firm value.

This research refers to research conducted by Rivandi and Septiano (2020) researchers to see how the presence
of intellectual capital disclosure and profitability will affect the variable value of the company. Researchers see
that there are many differences in the results of research conducted by previous researchers, and researchers see
that company value plays a very important role in improving company performance. The increasing value of the
company will have a big impact on the increase in the company's stock price. Rising share prices will provide
welfare for shareholders.

The difference between this research and the previous research conducted by Rivandi and Septiano
(2020), namely the first year of research observation, If the previous research conducted observed
manufacturing companies listed on the Indonesia Stock Exchange, in this study, the researchers took a sample of
sub-sector bank companies listed on the Indonesia Stock Exchange from 2017 to 2021. The aim of this study
was to provide empirical evidence regarding the effect of intellectual capital and profitability on firm value.
Research conducted by Rivandi and Septiano (2020) concluded that intellectual capital and profitability have a
positive and significant influence on company value. Market value is able to provide maximum welfare to
shareholders. An increase in share price can reflect the company's assets. This is supported by research
conducted by Nopianti and Suparno (2021) concluding that profitability has a significant positive effect on
company value.

Based on the background that has been described above, there are still gaps between research results,
which results in inconsistent results or information inconsistencies. These results raise the desire of researchers
to carry out developments in similar research under the title "Influence of Intellectual Capital and Profitability
on Firm Value."

1. LITERATURE REVIEW AND HYPOTHESIS

Signaling Theory, according to Brigham and Houston (2017), reveals that signaling theory is an
indication from company management (internal parties) regarding how the company's prospects are in the
future. This signal can contain information about what management does in its business activities. This
information will be useful for investors in responding and can be used as a basis for making investment
decisions. When the signal given is good or good news, the company's shares will be in demand by investors,
and the company's stock price will increase.

According to Fauziah (2017), signaling theory is a guide made by companies for investors. Instructions
from these signals can take various forms, both those that can be directly observed and those that must be
studied more deeply to find out. Signals conveyed through corporate actions can be either positive or negative.
The signal theory perspective emphasizes that companies can increase firm value by providing signals to
investors through reporting regarding company performance so that they can provide an overview of prospects
in the future. The higher the profitability figures reflected in the financial statements, the better the financial
performance of a company. The growth of the company's prospects for the future as perceived by investors is
captured as a positive signal so that it can increase the value of the company (Ayu & Suarjaya, 2017).
Resource-based theory (RBT) or resource-based economics is a theory developed to analyze the competitive
advantage of a company that emphasizes the superiority of knowledge (a knowledge or learning economy) or an
economy that relies on intangible assets (intangible assets). This theory discusses the resources owned by
companies and how companies can develop competitive advantages from the resources they have. To develop a
competitive advantage, companies must have resources and skills that exceed their competitors' (Cheng et al.
2010).

Tobin's Q is one of several factors that can be used to calculate firm value.The higher the Tobin's Q

value, the better the company's growth prospects.This can be seen because the greater the market value of the
company's assets compared to the book value of the company's assets, the greater the willingness of investors to
make more sacrifices to be able to own the company (Sukamaja, 2004).
Intellectual capital is information and knowledge that can be applied to a job to create value for the company
(Williams, 2001). In general, intellectual capital is divided into three components, namely customer capital,
human capital, and structural capital. VAIC (value-added intellectual coefficient) is a method developed by
Pulic (1998) and a tool used to measure the performance of a company's intellectual capital. The three
components of VAIC are value-added capital employed (VACA), value-added human capital (VAHU), and
structural capital value added (STVA).

According to Ulum (2005), intellectual capital is the definition of the amount of what is produced by
the three main elements in the organization, namely human capital, structure capital, and customer capital,
which are interrelated with knowledge and technology that can provide added value to the company in the form
of organizational competitive advantage.
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Profitability is the company's ability to generate profits at a certain level of sales, assets, and share
capital. According to Bringham (2001), profitability is the end result of a series of policies and management
decisions,
where these policies and decisions concern the sources and use of funds in carrying out the company's
operations listed in the statement of financial position. Profitability financial ratios are needed by investors in
the long term to analyze profits to be received in the form of dividends (Saleh, 2008). The profit level is used as
a way to assess the success of the company's effectiveness, related to the final results of various company
policies and decisions that have been implemented by the company in the current period (Saleh, 2008).

The framework of thought in this study can be described as follows:

Intellectual Capital
X \‘ Firm Value
" Y
Profitability /
X

The stakeholder theory states that a company is not an entity that only operates for its own sake but
must also provide benefits to its stakeholders (Ulum et al. 2008). Resources that are managed optimally can
increase the value of the company, which will then increase company profits and generate profits for
shareholders. Investors in the capital market will show appreciation for the advantages of intellectual capital
owned by companies by investing in them, so that it will have an impact on increasing company value.
Increasing the value of the company is directly proportional to the utilization of intellectual capital; if the
performance and achievements of intellectual capital increase, the value of the company will also increase.

Randa and Solon (2012) tested the effect of intellectual capital on firm value. The results state that
intellectual capital has a positive effect on firm value in the context of manufacturing companies listed on the
Indonesia Stock Exchange. Solikhah's research (2010) shows that there is a significant positive effect between
intellectual capital and company value, as proxied by PBV (price-to-book value). Chen (2005) states that
intellectual capital has a positive influence on firm value. Based on the explanation and description above, the
researcher formulates the first hypothesis as follows:

H,: Intellectual capital has a positive effect on firm value

Profitability is a measure of management's performance in managing the company. ROE (return on equity) can
be used to calculate company profitability by dividing earning after tax by own capital. The higher the ROE, the
higher the company's ability to generate profits, which will make the company's profitability high. High
profitability will provide a positive signal to investors that the company is in a favorable condition. This is an
attraction for investors to own company shares. According to research conducted by Intan & Sudiartha (2006),
Dhani & Utama (2017), Rivandi (2018), Susila & Prena (2019), and Chasanah (2019), profitability has a
positive effect on company value. The success of a company in managing can increase profits, which illustrate
the good performance of the company so that it can attract investors to invest. Based on the theory and
reinforced by the results of the research, the second hypothesis proposed in this study is:

H,: Profitability has a positive effect on firm value

1. RESEARCH METHODS

Intellectual capital as measured by VAIC™ (Value Added Intellectual Coefficient). VAIC™ is a
method for measuring the performance of a company's intellectual capital (Pulic in Ulum, 2009). This method is
the easiest approach because the data needed to calculate VAIC™ is contained in the company's financial
statements, namely the statement of financial position and income statement. This model begins with a
company's ability to generate value added (VA). Value added is the most objective indicator for assessing
business success and shows the company's ability to create value (value creation). VA is calculated as the
difference between output and input. Output represents revenue and includes all products and services sold in
the market, while input includes all expenses used to earn revenue. Calculation of Value Added:
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VA = 0Out —In
Where:
VA : Value Added
Out : Total Revenue
In : Total Cost Except Cost Emplovee

The VAIC™ component consists of 3 components according to Pulic (1998) in Sasongko et al. (2019), namely:

1. Physical Capital (VACA - Value Added of Capital Employed)is an indicator for the VA produced by one
physical unit of capital (capital used). This ratio shows the contribution each unit of CE makes to the
organization's VA.

VACA = va
CE
Where:
VACA : Value Added of Capital Emploved
VA - Value Added (Out — In)
CE : Capital Emploved (Equity + Net Income)

2. Human Capital (VAHU - Value Added of Human Capital)VAHU is an indicator for the VA produced by
one unit of human capital (labor cost). VAHU measures the ability of human resources contained in a
company to generate added value for the company.

VAHU = va
HC
Where:
VAHU : Value Added of Humean Capital
VA : Value Added (OUT — IN)
HC : Human Capital (Labor Cost)
3. Structural Capital (STVA - Structural Capital Value Added)shows the contribution of structural capital
(SC) in generating added value. STVA measures how many SCs are

needed to generate VA and is an indication of how successful SCs are

Net Income

at creating value. ROE = Equity
Where:
STVA - Structura
sC > Structura
VA ‘Value Ada

The sum of the three ratios is formulated in a unique new indicator, namely VAIC™.
The profitability measurement used in this study is the return on equity (ROE) ratio. This ratio examines the
extent to which a company uses its resources to be able to provide a return on its own capital. This ratio shows
the power to generate a return on investment based on the book value of the shareholders. The following is the
formula used to calculate the return on equity (Hery, 2016):

Firm value in this study is measured by the company's Tobin's Q value indicator. The following is the formula
for company value with the Tobin's Q indicator:
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ME + DEBT

Tobins'Q = TA

Where :

ME  : Equity Markey Value
DEBT : Total Liability

TA : Total Asset

The research population is the banking sub-sector companies on the Indonesia Stock Exchange from
2012 to 2021. The sampling technique uses purposeful sampling, namely sampling subjects based on
predetermined criteria, namely (1) banking companies listed on the IDX (2) companies that publish annual
financial reports for the study period from 2017 to 2021 (3) will use panel data to unbalance (4) book banking
companies Based on the established criteria, a sample of ten companies is obtained.
Based on predetermined criteria, ten banks were included in book category 4 for a period of five years (2017-
2021), so the total number of observations became 50. The following is the result of a descriptive statistical
analysis of ten banking companies on the Indonesia Stock Exchange from 2017 to 2021, as follows:

Descriptive Statistics

N Minimum = Maximum Mean Std. Deviation
VAIC 50 3,6315 7,4698 5,522882 ,9447654
ROE 50 2,2900 19,1300 10,118200 4,6715875
TOBINS'Q 50 ,8700 1,7100 1,088800 ,2011563
Valid N (listwise) 50

According to the table above, the number of valid data points, or N data points, in this study is 50. All of the
data used in this study were obtained from 10 banking sub-sector companies listed on the Indonesia Stock
Exchange between 2017 and 2021. The data displayed consists of the intellectual capital variable proxied by
VAIC, which has a minimum value of 3.6315 and a maximum value of 7.4698; profitability proxied by ROE
has a minimum value of 2.2900 and a maximum value of 19.1300; and company value proxied by TOBIN's Q
has a minimum value of 0.8700 and a maximum value of 1.7100.
Classic Assumption Test
The classical assumption test is a statistical requirement that must be met in multiple linear analyses. The classic
assumption test that must be fulfilled in the linear regression model is that the residuals are normally distributed,
there is no multicollinearity, there is no heteroscedasticity, and there is no autocorrelation in the multiple linear
regression model.
a.  Normality Test Data
The normality test used in this study is the one-sample Kolmogorov-Smirnov method, where the residual
values are said to be normally distributed if the significance is greater than 0.05. Conversely, if the
significance is less than 0.05, the residual value is said to be not normally distributed. Testing for normality
with the one-sample Kolmogorov-Smirnov test method, the output is presented in the following table:

One-Sample Kolmogorov-Smirnov Test
Unstandardized

Residual
N 50
Normal Parameters*® Mean ,0000000
Std. Deviation 14772288
Most Extreme Differences  Absolute ,149
Positive ,149
Negative -,134
Test Statistic ,149
Asymp. Sig. (2-tailed) ,007°

a. Test distribution is Normal.
b. Calculated from data.
c. Lilliefors Significance Correction.
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The asymptotic value, Sig. (2-tailed), of 0.007 can be seen from the SPSS output for the normality test
in the table above. This shows that the residuals in this study are not normally distributed because the asymp.
sig. (2-tailed) is less than 0.05. so that the assumption of normality has not been met. In order for the residuals to
be normally distributed, the authors eliminated data that were outliers with a z-score limit of 2.5 and then
performed a transformation in the form of lag on all independent and dependent variables. The original research
data set of 50 data points was reduced to 41.The following presents the output of the normality retest after
eliminating outliers and transforming the data in the table as follows:

One-Sample Kolmogorov-Smirnov Test
Unstandardized

Residual
N 41
Normal Parameters*” Mean ,0000000
Std. Deviation ,06722049
Most Extreme Differences  Absolute 122
Positive 122
Negative -,090
Test Statistic 122
Asymp. Sig. (2-tailed) ,126°

a. Test distribution is Normal.

b. Calculated from data.

c. Lilliefors Significance Correction.
Based on the table above, the results of the one-sample Kolmogorov-Smirnov test show the asymptotic
value. sig. (2-tailed), which is equal to 0.126. The significance value is greater than 0.05, so it can be seen
that this regression model is normally distributed.

b. Multicollinearity Test
The multicollinearity test is used to determine whether or not there is a correlation between the independent
variables. The research data is said to have no multicollinearity if the tolerance value is more than 0.1 and
the VIF value is less than 10. The results of the multicollinearity test are presented in the following table:
Coefficients®

Unstandardized Standardized Collinearity
Coefficients Coefficients t Sig. Statistics
Model B Std. Error Beta Tolerance  VIF
1  (Constant) ,598 ,052 11,612  ,000
Lag VAIC ,009 ,014 ,089 ,624 536 ,917 1,091
Lag ROE ,012 ,003 ,510 3,582 001 ,917 1,091

a. Dependent Variable: Lag_ TOBINS_Q
Based on the table above, it can be seen that the tolerance and VIF values are different for each independent
variable. The intellectual capital variable has a tolerance value of 0.917 and a VIF of 1.091. The
profitability variable has a tolerance value of 0.917 and a VIF of 1.091. So it shows that the tolerance value
of these two variables is more than 0.01 and the VIF value of these four variables is less than 10. Thus,
based on the test results using the tolerance value and VIF value, there is no multicollinearity problem.
c. Heteroscedasticity Test
The heteroscedasticity test in this study used the Glejser test method. This test can be done by correlating
the independent variables with the residual value. If the significance value of the independent variable is
more than 0.05, then there is no heteroscedasticity problem. Conversely, if the significance value of the
independent variable is less than 0.05, then there is a heteroscedasticity problem.
Coefficients®
Standardized

Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) ,060 ,030 2,022 ,050
Lag VAIC -,003 ,008 -,058 -,346 731
Lag ROE ,001 ,002 ,070 416 ,680

Based on the table above, it can be seen that the significance value for the intellectual capital variable is
0.731 and the profitability variable is 0.680. Thus, it can be concluded that this regression model does not
show symptoms of heteroscedasticity and that homoscedasticity occurs. This is indicated by each
independent variable having a significance value greater than 0.05.

d. Autocorrelation Test
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The autocorrelation test aims to test whether, in the regression model, there is a correlation between one
observation and another. In this study, the authors used the Runs test. The Runs test has testing criteria,
namely a significance value greater than 0.05. Following are the results of the autocorrelation test:

Runs Test
Unstandardized
Residual

Test Value® ,00272
Cases < Test Value 20
Cases >= Test Value 21
Total Cases 41
Number of Runs 20
Z -,313
Asymp. Sig. (2-tailed) ,755

a. Median

Based on the SPSS output for testing autocorrelation with the Runs test method, it shows the asymptotic

value. sig (2-tailed) has a value of 0.755. Asymp value. Sig. (2-tailed) is greater than 0.05 (0.755 > 0.05), so

there is no autocorrelation in this regression model.
Multiple linear analysis aims to analyze the magnitude of the influence between two or more independent
variables on the dependent variable. The analysis was carried out to see whether there is an influence between
the independent variables and the dependent variable. In addition, this multiple regression analysis can
determine the effect of a positive or negative relationship between the independent variables and the dependent
variable. Based on the results of multiple liner tests, multiple linear regression equations can be formed in this
study with the following mathematical model:

Y=0598 00093, +00123%; ~¢

Where:

Y : Firm Value

a . Constant Value

by b, - Regression Coefficient

XX - Intellectual Capital, Profitability
£ - Error

The discussion regarding the multiple linear regression equation is as follows:

a. A constant value of 0.598 means that if the values of the intellectual capital and profitability variables are
both 0, then the company value is 0.598.

b. The regression coefficient value of the intellectual capital variable is 0.009, meaning that for every unit
increase in intellectual capital, the value of the company will increase by 0.009, assuming that the other
independent variables have a fixed value.

c. The value of the regression coefficient of the profitability variable is 0.012, meaning that for every unit
increase in profitability, the value of the company will decrease by 0.012, assuming that the other
independent variables have a fixed value.

Multiple Correlation Analysis and Coefficient of Determination

The coefficient of determination is used to determine how strong the model's ability to explain the
dependent variable is. The value of the coefficient of determination is indicated by the adjusted R square. The
adjusted R-square value has a value of zero to one. If the resulting value is close to one, then the ability to
explain the independent variables with the dependent variable is strong. When the coefficient value is close to
zero, it means that there are limited explanations for the dependent variable. The following are the results of the
correlation test and the coefficient of determination in the table, as follows:

Model Summary”®
Adjusted R Std. Error of the
Model R R Square Square Estimate Durbin-Watson
1 ,542% ,294 257 ,0689668 1,221
a. Predictors: (Constant), Lag_ROE, Lag_VAIC
b. Dependent Variable: Lag_ TOBINS_Q

Based on the SPSS output shown, it can be seen that the correlation coefficient value is 0.542. means that the

correlation between intellectual capital and profitability variables on firm value has a moderate level of
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relationship between variables. The results of the determination test show an adjusted R square value of 0.257.
This value explains the ability of variable intellectual capital and profitability in explaining the company's value
of 25%.while the remaining 75 percent is influenced by other variables not analyzed in this study.

The F test was carried out with the aim of testing whether the effect of all independent variables on one
dependent variable, as formulated in a multiple linear regression equation model, is fit. Testing is done by
looking at the significance value. If the test results show a significance value of more than 0.05, then the
research model is not feasible to test; otherwise, if the significance value is less than 0.05, then the research
model is feasible to use.

ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression ,075 2 ,038 7,915 ,001°
Residual ,181 38 ,005
Total ,256 40

a. Dependent Variable: Lag_ TOBINS_Q

b. Predictors: (Constant), Lag_ROE, Lag_VAIC
The table above shows the significance value in this study of 0.001. The significance value is below 0.05
(0.0010.05). These results indicate that the research model for examining the effect of intellectual capital and
profitability on firm value is not feasible to test. The t test aims to test the effect of each independent variable on
the dependent variable. The decision-making criterion for the t test is that if the significance value is greater than
0.05, then it can be said that there is no significant influence between the independent and dependent variables.
However, when the test has a smaller significance value of 0.05, there is a significant influence between the
independent and dependent variables. The results of the t test can be seen in the multicollinearity test table.
The significant value of intellectual capital has a significance value of 0.536, which is greater than 0.05; thus,
intellectual capital has no effect on firm value. The significance value of profitability has a significance value of
0.001; thus, profitability affects the value of the company.

Test Result
Hypothesis Description Regression Si Regression
Coefficient 9- Coefficient
H, Intellectua_l capital has a positive 0,009 0,536 Ditolak
effect on firm value
H, Prof_ltablllty has a positive effect 0,012 0,001 Diterima
on firm value

v. DISCUSSION AND CONCLUSION

Based on the research results, the following describes the discussion of the effect of each variable on firm value:

1. The Effect of Intellectual Capital on Firm Value

The hypothesis built in this study states that the intellectual capital variable has a positive effect on firm
value. Intellectual capital influences the increase in financial performance, especially the company's
performance in seeking profits, namely profitability through company assets. These results reflect that an
increase in the value of a company's intellectual capital will be able to increase the value of the company, so
that financial performance is directly proportional to changes or growth in intellectual capital.
The results of the tests conducted show that intellectual capital has no significant effect on firm value. The
difference between the test results and the hypothesis is that technology in banking companies is
progressing rapidly, or what is also called "industry 4.0," so it does not require a large number of laborers.
This can be caused by measuring intellectual capital, which has long been irrelevant for measuring banking
performance because the situation is different. Based on this description, it can be seen that the activity does
not affect the value of the company. The results of this study did not show positive or negative values. So it
is stated that the results of this study were rejected.

2. Effect of Profitability on Firm Value The hypothesis built in this study states that the profitability variable
has a positive effect on firm value. Profitability is critical for businesses to maintain their performance.This
is because profitability shows whether the company has good prospects for the future or not. The higher the
profitability, the higher the rate of return on investment for shareholders, so that the value of the company
will also increase. In contrast, the lower the profitability, the lower the firm's value.

The results of the tests performed show that profitability has a significant effect on the direction of the
positive coefficient on firm value. Thus, it can be concluded that profitability has a positive effect on firm
value. This means that the higher the profitability, the faster the value of the company increases. so that the
third hypothesis proposed in this study is accepted. If managers are able to manage the company well, the
costs incurred will be smaller, so the profits generated will be greater. Large profits will affect the value of
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the company because of the results obtained through the management of the funds invested. High
profitability shows how well run the company is.

V. SUGGESTION
Investors are advised to do an analysis first before investing in a company to minimize losses, and
investors must be able to find out how the growth of investment in a company will be in the future. For future
researchers, it is recommended to use research samples from other companies listed on the IDX over a longer
period of time so that the research results can describe the condition of intellectual capital in Indonesia. for
future researchers to add the latest research year so as to provide relevant data to determine the current research
conditions.
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