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ABSTRACT 
 

The “objective of this study is to investigate 
the effect of profitability on firm value with 
intellectual capital as an intervening variable 
in manufacturing companies listed on the 
Indonesia Stock Exchange. The population 
are manufacturing companies that have 
published Corporate Governance Reports 
until 2018. However, some companies do 
not publish regularly during the observation 
period from 2012 to 2018. This study uses 
population requirements, companies do not 
issue Corporate Governance Reports for a 
maximum of 1 year. In order to obtain a 
population of 14 companies, all of which 
were used as research samples (saturated 
samples) with 98 observations. The analysis 
method used path analysis. The results 
demonstrated that profitability has a direct 
effect on firm value and profitability has an 
indirect effect on firm value. Intellectual 
capital acts as a mediating variable in this 
relationship. The increase in intellectual 
capital has an impact on increasing the 
value of the company. In addition, 
profitability can improve company 
performance and corporate image internally 
and externally, thereby increasing investor 
confidence, and companies have the 
opportunity to increase intellectual capital. 
The increase in intellectual capital has an 
impact on increasing the value of the” 
company. 
 
Keywords: Profitability, Intellectual 
Capital, Firm Value
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I. INTRODUCTION 
 
Firmovalue is “theoinvestor's perceptionoof the company'solevel ofosuccess which is 
oftenoassociated withostock prices. High firmovalue makes theocompany's share price 
also high, andoincreases market confidence not only in the company's current 
performanceobut also in theocompany's prospects in theofuture. Foroinvestors, the value 
of theocompany is veryoimportant, because theoincrease in theovalue ofothe company 
indicatesoan increase inothe prosperity ofoshareholders (Brigham and Houston, 2011). 
Informationorelated to theocompany's financialofactors affect theoestimated firm value 
(Tandelilin, 2010). Financialostatementsoare the mostocommon sourceoof information for 
investmentoand creditodecisions. Financial informationois widelyobelieved toobe able to 
moveomarkets andobusinesses (Lev andoGu, 2016). However, investorsooften react 
differentlyoto theocompany's book valueowhich isoreflected in theofinancial statements. 
According tooInvestors, the valueoof the companyois different fromothe bookovalue of the 
company inothe financial statements. Stockoprices, total debt andototal assets are 
aspectsothat canoaffect the riseoand fall of firmovalue” (Chung andoPruit, 1994). 
 
Research “onothe relationship betweenoprofitability and firmovalue has been conducted 
inoseveral countriesoand gave mixedoresults, includingoVietnam, Kenya, the 
Philippinesoand Indonesia. Theoresults show thatoprofitability is positivelyorelated to firm 
value as measured byoenterpriseovalue/EV, tobins'q or shareoprice (Hungoet al., 2018). 
Similaroresults usingoTobins'q as a measure of firmovalue were found in Kenya (Kodongo 
et al., 2014). Sucuahi and Cambarihan (2016) examined 86ocompanies inothe 
Philippinesousing tobins'q as aomeasure of firm value, findingothe same results. Likewise, 
Hermuningsih (2013) whooexamined 150 companies inoIndonesia usingoTobins'q as a 
measure ofofirm value, provided theosame empiricaloevidence. This findingoindicates that 
increasedoprofitabilityoincreases firm” value. 
 
Basedoon “the descriptionoabove that intellectualocapital is aodeterminant of firm value, 
companyomanagement willoalways seekointellectualocapital to increaseofirm value. 
Profitabilityois important to increaseothe value ofotheocompany. Theoresults of 
previousoresearch studies on theorelationship between researchovariables are 
inconsistentowith the findingsoof the effectoof profitability onofirm value. Theofinding is 
possible thatothere is anoindirect effectoof profitability on firmovalue. Intellectualocapital in 
this study isoplaced as aovariable that mediatesothe effect ofoprofitability andoon firm 
value. Thisois based onothe argumentationoof the resultsoof previousostudies showing 
intellectual capitaloincreases firm valueoand profitabilityoincreasesointellectual” capital. 
Based on theobackground that hasobeen stated, thisostudy wants toodevelop financial 
literature byoexamining aomodel that canoprovide a newounderstandingoof "the influence 
of profitability on firm value mediated by intellectual capital". 
 

II. LITERATURE REVIEW 
 
A. Profitability 
Profitability “or theoability to earnoa profit is a measureoinopercentage used to assess the 
extent toowhich the companyois able toogenerate profitsoat anoacceptable level. 
Profitabilityofigures areoexpressed in termsoof profitobefore oroafter tax, investmentoprofit, 
earningsoperoshare, andoprofit on sales.” The valueoof profitabilityobecomes theonorm of 
measure forotheohealth of the company. Munawiro(2007) suggestsothat "profitability is the 
company's ability to generate profits". According tooSudana (2011) profitabilityois "the 
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ability of a company to generate profits by using its resources such as assets, capital or 
company sales". 
 
B. Intellectual Capital 
Intellectualocapital isoknowledge thatocan beoturned intooprofit. Intellectualocapital does 
notoonlyoconcern theoknowledge and skills ofoemployees, customerorelations, 
informationosystems, technology, theoability tooinnovate, and beocreative” (Maditinos, 
2011). 
 
According to William (2001) in Ulum (2008), intellectual capital is defined as follows: “the 
enhanced value of a firm attributable to assets, generally of an intangible nature, 
resulting from the company’s organizational function, processes and information 
technology networks, the competency and efficiency of its employees and its relationship 
with its customers. Intellectual capital assets are developed from (a) the creation of new 
knowledge and innovation; (b) application of present knowledge to present issues and 
concerns that enhance employees and customers; (c) packaging, processing and 
transmission of knowledge; and (d) the acquisition of present knowledge created through 
research and learning”. “One of the definitions of intellectual capital that is widely used is 
that offered by the Organization for Economic Cooperation and Development (OECD, 
2009) which describes intellectual capital as the economic value of the category of 
intangible assets; (1) organizational (structural) capital; and (2) human” capital. 
 
Johanson et al. (2009) states: “intellectual capital can relate to other disciplines such as 
corporate strategy and the production of measurement tools. From a strategic 
perspective, intellectual capital can be used to create and use knowledge to expand 
other companies. On the other hand, the measurement side focuses on how a new 
reporting mechanism can be built that can measure non-financial, qualitative information 
and quantifiable intellectual capital items from financial data. Many intellectual capital 
models are used by researchers, but in general the researchers identified three main 
constructs of intellectual capital, namely: human capital, structural capital, and customer 
capital”. In simple terms, “humanocapital isotheoknowledge, skills, andoexperience that 
employeesobring whenothey leaveotheocompany (Starovic and Marr, 2004) which 
includes individual knowledgeoof anoorganizationothatoexists inoitsoemployees (Bontis et 
al, 2000) generated through competence, attitude and intelligence. intellectual. Human 
capitalorepresents theoindividual knowledgeostock of anoorganizationorepresented by its 
employees (Bontis et al., 2001).” Structuralocapital isodescribed asowhat is left in the 
company when employeesocome homeoat night (Petrash, 2006). According to Starovic 
and Marr, 2004, structural capital is, “knowledge that will remain in the company 
consisting of organizational routines, procedures, systems, culture and databases. Some 
of the structural capitals are protected by law and become intellectual property rights, 
which are legally owned by the company”. “While theomain themeoof customer capital is 
the knowledge inherent in marketing channels and customer relationships which an 
organizationodevelops throughothe courseoofobusiness (Bontisoetoal., 2000). Customer 
capitaloisomarketingointensity and marketing ability, which is then used to describe the 
company's relationship with stakeholders (Cheng et al., 2010). Referring to the research 
of Cerbioni and Parbonetti (2007), the disclosure of intellectualocapital isoaocomplex and 
multidimensionaloconcept, theointention is tooproduce a higheroqualityodisclosure of 
intellectual capital, not only looking at theopresenceooroabsenceoof information content 
related to intellectual capital but also looking at the meaning of the related information 
with that intellectual capital.” 
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C. Firm value 
Firmovalue “isodefined asomarket valueobecause theovalue of the company can provide 
maximumoshareholder prosperity if theocompany's share priceoincreases. Various 
policiesoare taken byomanagement inoan effort tooincrease theovalue of the company 
throughoincreasingothe prosperityoof the ownersoand shareholdersoas reflected in 
theoshareoprice” (Bringham and Houston, 2006). 
 
The “valueoof theocompany canoalso showothe value ofoassets owned by the 
companyosuch asosecurities. Stockois oneoof theovaluable assetsoissued byothe 
company (MartonooandoAgus, 2003). The valueoof a companyothat goesopublic, in 
addition tooshowing theovalueoof alloassets, is alsooreflected in theomarket valueoor share 
price, soothat theohigher theostock priceoreflects the highovalue of theocompany (Afzal 
and Abdul, 2012). AccordingotooSujokooandoSoebiantoro (2007) inoHermuningsih (2009) 
firmovalue isotheoinvestor's perceptionoof theolevel ofosuccessoof theocompany which is 
closelyorelatedotooits shareoprice. High stock pricesomake the value of theocompany also 
high, andoincrease marketoconfidence notoonly in the company'socurrentoperformance 
but alsooinotheocompany's prospectsoin theofuture. The stock priceousedogenerally refers 
to theoclosingoprice, and isothe price thatooccurs whenothe stockoisotradedoonothe” market 
(Fakhruddinoand Hadianto, 2001). 

III. RESEARCH METHOD 
 
Based on the “background and research review, theoconceptual framework 
developedoand usedoas the basisofor developing the researchoparadigm can be 
described brieflyoby Figure” 1. 
 

 

Fig. 1. Conceptual Framework 

In general, “the objective of this study is to describe and analyze the relationship between 
profitability, intellectual capital and firm value in manufacturing companies listed on the 
Indonesia Stock Exchange. The population of this study are manufacturing companies 
that have published Corporate Governance Reports until 2018. However, some 
companies do not publish regularly during the observation period from 2012 to 2018. 
This study uses population requirements, the company does not issue a Corporate 
Governance Report for a maximum of 1 year. So that a population of 14 companies was 
obtained, which were used entirely as research samples (saturated samples) with a total 
of 98 observations. The results obtained in this study are expected to provide an 
explanation of how firm value is influenced by several factors ” (intellectual capital and 
profitability). 
 
In this study, “Path analysis is used to investigate the association between variables. The 
purpose of path analysis is to determine the direct and indirect effects of a set of 

Intellectual 
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Profitability 
Firm Value 
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independent variables on the dependent variable. The effect of the path is shown by the 
path coefficient on each path diagram of the causal relationship between the 
independent variables and the dependent variable (Riduwan, 2006: 89). The effect of the 
mediating variable used path analysis method (path analysis). Path analysis is an 
extension of multiple regression analysis or path analysis is the use of regression 
analysis to estimate causality relationships between predetermined variables based on 
theory. Causality relationship between variables has been established with a model 
based on the theoretical basis, which is carried out by path analysis, namely to determine 
the pattern of relationships between three or more variables. The equation of path 
analysis in the research according to Sunyoto (2012:61) is as ” follows: 
1. “The first equation is as follows: Intellectual Capital = b1, Profitability” + E1 
2. “The second equation is as follows: Firm Value = b1, Profitability” + b2  
    Intellectual Capital + E2. 
 

“Where: b1, b2 = The magnitude of the coefficient of the independent variable. E1, E2 = 
standard error. Equation analysis on the sub-structure of the solution was carried out 
with the help of the IBM SPSS version 24 statistical program. Prior to the regression test, 
the instrument was tested on all instruments, after the validity and reliability tests were 
carried out, all were declared valid and ” reliable. 
 

IV. RESULTS 
 
The “descriptive test aims to determine the general description of the research variables 
including profitability, intellectual capital, and firm value with the following results. 
 
Table 1. Descriptive Test Results 

 N Minimum Maximum Mean Std. Deviation 

Profitability 98 -.1 .4 .112 .0912 

Intellectual Capital 98 -.6 8.1 3.457 1.6527 

Firm Value 98 .5 4.1 1.776 .9848 

Valid N (listwise) 98     

Source: Processed Research Data (2022) 
 
The “results of the profitability description obtained an average of 0.112 with a standard 
deviation of 0.0912, intellectual capital obtained an average of 3.457 with a standard 
deviation of 1.6527, firm value obtained an average of 1.776 with a standard deviation 
of” 0.9848. 
Path “analysis aims to examine the effect of profitability on firm value through intellectual 
capital with the following results. 
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Table 2. Results of the Effect of Profitability on Intellectual Capital 

Model 

Unstandardized  
Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 1.618E-16 .075  .000 1.000 

Profitability .674 .075 .674 8.949 .000 

a. Dependent Variable: Intellectual Capital 

R Square = 0.455 

Source: Processed Research Data (2022) 
 
The “effect of profitability on intellectual capital is obtained by the path coefficient of 0.674 
with a significance value of 0.000. These results show a significance value of less than 
0.05 (sig < 0.05) so it is stated that there is a significant positive effect, meaning that the 
higher the profitability value will have a significant effect on the higher intellectual capital. 
The magnitude of the influence shown from the coefficient of determination obtained an 
R Square value of 0.455, meaning that the large influence on intellectual capital can be 
explained by 45.5 percent by ” profitability. 
 
Table 3. Results of the Effect of Profitability on Firm Value 

Model 

Unstandardized  
Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 5.067E-17 .097  .000 1.000 

Profitability .311 .097 .311 3.201 .002 

a. Dependent Variable: Firm Value 

R Square = 0.096 

Source: Processed Research Data (2022) 
 
The “effect of profitability on firm value is obtained by the path coefficient of 0.311 with a 
significance value of 0.002. These results indicate a significance value of less than 0.05 
(sig < 0.05) so it is stated that there is a significant positive effect, meaning that the higher 
the profitability value, the higher the firm value will be. The magnitude of the influence 
shown from the coefficient of determination obtained R Square value of 0.096, meaning 
that the large influence on firm value can be explained by 9.6 percent ” by profitability. 
 
Table 4. Results of the Effect of Intellectual Capital on Firm Value 

Model 

Unstandardized  
Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) -4.365E-17 .098  .000 1.000 

Intellectual 
Capital 

.250 .099 .250 2.528 .013 

a. Dependent Variable: Firm Value 

R Square = 0.062 

Source: Processed Research Data (2022) 
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The “effect of intellectual capital on firm value is obtained by a path coefficient of 0.250 
with a significance value of 0.013. These results show a significance value of less than 
0.05 (sig < 0.05) so it is stated that there is a significant positive effect, meaning that the 
higher the value of intellectual capital will have a significant effect on the higher the firm 
value. The magnitude of the influence shown from the coefficient of determination 
obtained an R Square value of 0.062, meaning that the large influence on firm value can 
be explained by 6.2 percent by intellectual” capital. 
Table 5. Results of the Effect of Profitability on Firm Value through Intellectual Capital 

Model 

Unstandardized  
Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 

1 (Constant)      

Profitability .169 .070 .169 2.417 .017 

a. Intervening Variable: Intellectual Capital 

b. Dependent Variable: Firm Value 

Source: Processed Research Data (2022) 
 
The “effect of profitability on firm value through intellectual capital is obtained by a path 
coefficient of 0.169 with a significance value of 0.017. These results indicate a 
significance value of less than 0.05 (sig < 0.05) so that it is stated that there is a 
significant positive effect, meaning that the higher the profitability value will have a 
significant effect on the higher the value of the company through intellectual ” capital. 
 

DISCUSSION 
 

The “results showed that profitability had a significant positive effect on intellectual capital. 
This is because the higher the company's ability to earn profits encourages companies 
to tend to be more detailed in disclosing information, including information on intellectual 
capital (physical capital, human capital and structure capital). Based on stakeholder 
theory, companies that are able to earn high profits must add value to their competitive 
advantage by applying and disclosing intellectual” capital. 
 
Profitability “has a significant positive effect on firm value. If the company's profitability is 
high, the stakeholders consisting of creditors, suppliers and investors will see the extent 
to which the company can generate profits from the company's sales and investments. 
With good company performance will also increase the value of the company (Suharli, 
2006). Profitable businesses usually trade at better prices (Allayannis and Weston, 
2001). This is in line with the research of Santika and Ratnawati (2002), Soliha and 
Taswan (2002), Sudarma (2004), Sucuahi and Cambarihan (2016), Bartram et al. 
(2011), Naito and Laux (2011) and Hung et al. (2018) which states that profitability has 
a positive and significant effect on firm” value. 
 
This “research is useful for both scientific development and practical purposes. The 
research findings are expected to provide new findings that will enrich the theory of 
financial management. From this research, it is hoped that the relevant parties will pay 
attention to the factors that can affect the value of the company. In addition, these 
findings are expected to be a source of information for researchers who want to develop 
research related to firm value in future ” research. 
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V. CONCLUSION 
 
The “first equation in this study shows that the Profitability variable has a significant direct 
effect on Intellectual Capital in Manufacturing Companies Listed on the Indonesia Stock 
Exchange. The second equation in this study shows that the profitability variable has a 
direct and significant effect on firm value in Manufacturing Companies Listed on the 
Indonesia Stock Exchange and Intellectual Capital has a direct and significant effect on 
firm value. Meanwhile, Profitability indirectly has a significant positive effect on Firm 
Value through Intellectual” Capital. 
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