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Abstract The development of property and real estate
companies in Indonesia is expanding. Property and real
estate companies have great opportunities to further
develop their companies. However, an increase in
intellectual capital investment does not affect financial
performance and market value. Therefore, this study aims
to examine the effect of intellectual capital on financial
performance and the market value of the property and real
estate companies in Indonesia from 2014 to 2018. The
population of this research is 56 property and real estate
companies listed on the Indonesia Stock Exchange (IDX)
from 2014 to 2018, then the sampling technique used is
purposive sampling which results in 42 companies being
studied with 210 observations. This study uses independent
variables, namely Value Added Capital Employed, Value
Added Human Capital, and Structural Capital Value Added
as a representation of intellectual capital. The dependent
variables in this study are financial performance and
market value. The data analysis technique used is multiple
linear regression. The results show that simultaneously
intellectual capital has an effect on financial performance,
but it has no significant effect on market value. Partially,
only structural capital has a positive and significant effect
on the company's financial performance. This study has
limitations, namely, the results show that the level of
influence of intellectual capital on financial performance
and market value is low. Therefore, it is suggested that
further research should include other variables such as
corporate social responsibility and good corporate

governance.
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1. Introduction

In the era of globalization which is increasingly
advanced with the increasing use of technology, companies
need to create the right strategy. The company changed its
strategy from a labor-based business to a knowledge-based
business. According to [1] resources are seen as valuable
assets because they are considered to be the main factors
that determine the success of a company. Maximum
management of knowledge resources will affect investors'
views on the company, thereby affecting the overall market
value. This will also have an impact on financial
performance [2].

Financial performance shows everything that the
workforce does to generate profits [3]. As a reference for
investors and management, financial performance is used
for decision-making. The company's financial performance
is a factor considered by investors in investing [4]. Good
financial performance will attract investors to invest.
Financial statements are used as a measurement of
financial performance. Financial statements contain a
variety of important information including market share,
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business information, company prospectus, and others [5].

However, financial statements cannot guarantee to show
financial performance accurately. Therefore, an analysis
tool is needed, namely financial ratios to measure it [6].
Several financial ratios have been put forward by experts,
but this study uses a profitability ratio, namely return on
equity (ROE) [5].

Market value rests on the overall value of shares issued
by a company at a certain time based on market
mechanisms [7]. When the market views the company as
exceeding the value of invested capital, it means that
management has created value for stakeholders [8]. The
better market view of the company will make it easier to
collect funds so that the company's operations will run well
and of course can improve financial performance [9]. The
higher share value means that the owner's welfare will
increase [10]. Measurement of market value uses the
market to book value (MtBV) [11].

Every effort is made by the company to increase profits
by utilizing its resources to create value as a reflection of
the company's success. According to [12], it will have a big
influence when intellectual capital as an intangible
resource is managed effectively and efficiently.

PSAK No. 19 (revised 2000) intellectual capital is an
identifiable intangible asset that is not in physical form
which is used to produce goods/services. In general,
researchers state that intellectual capital consists of three
main components, namely relational capital, human capital,
and structural capital [13]. The examples of relational
capital are brands, customer loyalty, and company names.
The examples of human capital are know-how, education,
and work-related knowledge. Structural capital includes
copyrights, infrastructure assets, and information systems.
Every component of intellectual capital is very important
[14] because it is used to create added value for the
company.

Company profits are obtained from the added value that
the company creates for its owners [15]. The higher the
value-added, the greater the investor's interest in the
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company. Value-added is obtained from intangible income
[16]. According to [17] measuring intellectual capital uses
the Value Added Intellectual Coefficient — VAICTM.
Measurements used include Value Added Capital
Employed (VACA), Value Added Human Capital
(VAHU), and Structural Capital Value Added (STVA).

The development of property and real estate companies
in Indonesia is expanding. Property and real estate
companies have great opportunities to further develop their
companies. Based on the Resourced-Based Theory,
accurate resource management can create a competitive
advantage for the company [18]. This is important because
the competitive advantage is at the heart of company
performance [15]. When the company has maximized
intellectual capital, it should have an impact on improving
financial performance which in turn will increase market
value. However, the facts in the field show a different
phenomenon. There is an inconsistency between theory
and facts in the field. This can be seen in table 1.

Table 1. Intellectual Capital, Financial Performance and Market Value
2014 2015 2016 2017 2018
VACA 0.2427 0.2350 0.3117 0.3094 0.1853
ROE 0.1063 0.0762 | 0.0768 0.0600 | 0.0538
MtBV 94.259 70.284 | 61.109 63.543 62.918

Source: Indonesia Stock Exchange (2020)

Table 1 shows that the value-added generated from
VACA has increased in 2016, but the value of ROE and
MtBV decreased in that year. This means that intellectual
capital has increased, but the financial performance and
market value have actually decreased. So, it can be
concluded that there is an inconsistency in the relationship
between the VACA variable and ROE and MtBV.

In addition, there is also a research gap from several
previous studies related to the relationship between
intellectual capital and company performance and market
value. This can be seen in Table 2 below.
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Table 2. Summary of Research Gap from Previous Research Results

Variable References Result
Capital Emlpoyed/VACA (X) [19] i, S ] .
Financial performance (Y) [20] VACA has a positive and significant effect on financial performance
E;} VACA has a positive and insignificant effect on financial performance
Ei} VACA has a negative and significant effect on financial performance
EZ} VACA has a negative and insignificant effect on financial performance
Human Capital/VAHU (X) [27] - - . .
Financial performance (Y) (28] VAHU has a positive and significant effect on financial performance
E;} VAHU has a positive and insignificant effect on financial performance
Eg} VAHU has a negative and significant effect on financial performance
E;} VAHU has a negative and insignificant effect on financial performance
Structural Capital/STVA (X) [33] . R . .
Financial performance (Y) [19] STVA has a positive and significant effect on financial performance
EH STVA has a positive and insignificant effect on financial performance
[32] STVA has a negative and significant effect on financial performance
E;} STVA has a negative and insignificant effect on financial performance
Capital Emlpoyed/VACA (X) [33] -, Lo
Market value (Y) [36] VACA has a positive and significant effect on Market Value
Ei} VACA has a positive and insignificant effect on Market Value
[37] VACA has a negative and significant effect on Market Value
Eg} VACA has a negative and insignificant effect on Market Value
Human Capital/VAHU (X) [21] . I
Market value (Y) [20] VAHU has a positive and significant effect on Market Value
Eg} VAHU has a positive and insignificant effect on Market Value
Eé} VAHU has a negative and significant effect on Market Value
Ei} VAHU has a negative and insignificant effect on Market Value
Structural Capital/STVA (X) [27] R i,
Market value (Y) [35] STVA has a significant positive effect on Market Value
Eg} STVA has a positive and insignificant effect on Market Value
Eé} STVA has a negative and significant effect on Market Value
Eé} STVA has a negative and insignificant effect on Market Value

Source: Research articles reprocessed (2020)

From the explanation above, the objective of this study is
to analyze the effect of intellectual capital on the
company's financial performance and market value. This
research will be tested on property and real estate
companies listed on the Indonesia Stock Exchange from
2014 to 2018. Researchers take this sector company
because there is still a lack of empirical evidence on
property sector companies. The variables used in this study
consist of the dependent variable, namely intellectual
capital (VAIC), and the independent variable, namely
financial performance (ROE) and market value (MtBV).

1.1. Hypothesis Development

VACA shows how much the company's ability to
manage its physical capital [17]. A combination of capital
owned by the company, coupled with proper management,
will improve financial performance. In accordance with
[32] and [28] that VACA has a significant positive effect
on financial performance, the hypothesis is compiled as
follows:

H1: Capital Employed (VACA) has a significant positive
effect on Company Financial Performance (ROE)
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VAHU is the ability to generate company value from the
funds spent on labor [17]. The better managing these funds,
the better financial performance will be. In accordance
with [33] and [28] that VAHU has a significant positive
effect on financial performance, the hypothesis is compiled
as follows:

H2: Human Capital (VAHU) has a significant positive
effect on Company Financial Performance (ROE)

STVA is the company's ability to support employees'
efforts to generate optimal value [17]. In line with [33] and
[19] that STVA has a significant positive effect on
financial performance, the hypothesis is compiled as
follows:

H3: Structural Capital (STVA) has a significant positive
effect on Company Financial Performance (ROE)

The effective and efficient use of VACA will increase
the company's revenue and will be followed by an increase
in market value. According to [32] and [36] that VACA has
a significant positive effect on market value, the hypothesis
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is compiled as follows:

H4: Capital Employed (VACA) has a significant positive
effect on the Company's Market Value (MtBV)

VAHU as a source of innovation and strategy that forms
positive market perceptions is the company's ability to
equip its employees with expertise. The better the
management, the more positive the impact on market value.
In accordance with [21] and [32] state that VAHU has a
positive and significant effect on market value, the
hypothesis is compiled as follows:

H5: Human Capital (VAHU) has a significant positive
effect on Company Market Value (MtBV)

STVA is the ability to create value-added to increase
sales, thereby increasing market value. In line with [27]
and [35] that STVA has a positive and significant effect on
market value, the hypothesis is compiled as follows:

H6: Structural Capital (STVA) has a significant positive
effect on Firm Market Value (MtBV).

VACA Ha(®)
X
Financial Perform ance
(ROE)
T
VAHU
x2
MMarket Value (WMIBV)
b
STVA
X3
Figure 1. Research Model
Table 3. Measurement of Research Variables
Variable Definition Measurement Scale Reference
Value Added Capital Describes how much value-added is . .
Employed (VACA) generated from the physical capital used. Value-added/equity Ratio [16]
Value Added Human The ability of the workforce to generate Value- added/employee .
. value for the company from the funds spent Ratio [16]
Capital (VAHU) expenses
on labor
_ The ability to meet all company needs to The difference in value-added
Structural Capital Value | generate value for the company comes from and emplovee expenses/Value Ratio [16]
Added (STVA) good management of systems and added ploy P
processes, as well as company culture
Financial Performance | " oooure the success of a company in net profit/Equity Ratio [5]
generating profits
Market Value asset prices referenced from the market Market value/book value Ratio [27]

Source: processed data (2020)
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2. Methodology

The object of this study is a complete annual financial
statement that has passed the audit on property and real
estate companies listed on the IDX for the 2014-2018
period. This type of research data uses quantitative data.
The population of this research is property and real estate
companies. Sampling using a purposive sampling
technique, where the sample is determined based on
certain criteria. The companies selected as samples in this
study are companies that meet the following criteria: 1)
Companies listed on the Indonesia Stock Exchange (IDX)
consecutively during the 2014-2018 period. 2) Companies
with complete and audited financial reports for the
2014-2018 period. Based on these criteria, there were 42
companies as the research sample with 210 observations.

This study uses independent variables, namely Value
Added Capital Employed (VACA), Value Added Human
Capital (VAHU), and Structural Capital Value Added
(STVA). And the dependent variable is financial
performance and market value. The measurements used in
this study are presented in table 3.

The data analysis method used is descriptive statistics,
the selection of the estimation model, the classical
assumption test, the coefficient, the simultaneous
hypothesis test, and the partial test. The multiple
regression equation is used to determine how much
influence intellectual capital has on the company's
financial performance and market value.

Model 1
YROE =a+ Bl XVACA + 2 XVAHU + 3 XSTVA +¢

Model 2

YMIBV = a + Bl XVACA + B2 XVAHU + B3 XSTVA +
€

Where:

YROE = financial performance

YMtBV = market value

o = constant

B1, B2, B3 = regression coefficient
XVACA = value added capital employed
XVAHU = value added human capital
XSTVA = structural capital value added

3. Results and Discussion

The first step in this research is to conduct a descriptive
statistical analysis using Eviews 9. The data results can be
seen in table 4.

Table 4. shows that ROE has a maximum value of
0.412 for Fortune Mate Indonesia Thk and a minimum
value of -0.25 for Cowell Development Tbk. The mean
value is 0.075 with a standard deviation value of 0.104.
MtBV gives a maximum value of 1798 to Alam Sutera
Realty Thk and a minimum value of 0.040 to Suryamas
Dutamakmur Tbk. The mean value is 70.42 with a
standard deviation of 232.5.

The VACA variable has a maximum value of 4.451 for
Metropolitan Land Ltd Tbk and a minimum value of
0.007 for Eureka Prima Jakarta Tbhk. The mean value is
0.257 with a standard deviation value of 0.435. The
VAHU variable gives a maximum value of 261.9 for
Pakuwon Jati Tbk and a minimum value of 0.779 for
Bukit Darmo Property. The mean value is 9.720 with a
standard deviation of 19.49. STVA variable shows a
maximum value of 0.996 at Pakuwon Jati Thk and a
minimum value of -0.282 at Bukit Darmo Property. The
mean value is 0.806 with a standard deviation of 0.153.

Table 4. Descriptive Statistics Result

N Mean Median Max Min Std. Dev
ROE 210 0.075 0.052 0.412 -0.25 0.104
MtBV 210 70.42 1.120 1798 0.040 232.5
VACA 210 0.257 0.217 4.451 0.007 0.435
VAHU 210 9.720 6.328 261.9 0.779 19.49
STVA 210 0.806 0.842 0.996 -0.28 0.153
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Furthermore, the researcher conducted a test to
determine a good model in this study.

Table 5. Chow test result
Prob. Cross-section F o
Model 1 0.0000 0.05
Model 2 0.0000 0.05

Table 5. shows the probability value of cross-section F
less than 0.05. Thus, the suitable method is a fixed effect
rather than a common effect.

Table 6. Hausman test result
Prob. Cross-section random A
Model 1 0.5491 0.05
Model 2 0.5931 0.05

Table 6. shows the probability value of the random
cross-section is more than 0.05. So, the suitable method is
a random effect rather than a fixed effect.

Table 7. Lagrange Multiplier test result
Prob. Cross-section breusch-pagan A
Model 1 0.0000 0.05
Model 2 0.0000 0.05
Table 7. shows the probability value of the

Breusch-pagan cross-section less than 0.05. Thus, the final
test for selecting the right model for model 1 and model 2
is the random effect model.

In the next step, the classical assumption test is done.
According to [39] and [40], when research has large data
(n> 30) it can be assumed that the data has been normally
distributed. This study has a sample of 210 data, it can be
concluded that the data has been normally distributed. The
test results of this study are as follows:

Table 8. Multicollinearity test
VACA VAHU STVA
VACA |1 0.8045271157 0.263820466
VAHU | 0.8045271157 1 0.298451625
STVA | 0.2638204665 0.2984516256 1
Table 8. shows the tolerance value for all variables <0.9,
so that this research model does not occur
multicollinearity.
Table 9. Glejser test result
Prob. Chi-square
a=0.05
VACA VAHU STVA
Model 1 0.4832 0.5579 0.0513
Model 2 0.8197 0.9598 0.3211

Table 9. shows the chi-square probability value in all
models> 0.05, which means that the model is free from
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heteroscedasticity.

Table 10.  First Difference test result
Durbin-Watson
Model 1 2.122593
Model 2 1.895254

Table 10. shows the Durbin-Watson value for model 1
of 2122583 and model 2 of 1.895254. The
Durbin-Watson value is greater than dU = 1.79326 and
less than 4-dU = 2.20674. So, it can be interpreted that all
variables are free from autocorrelation.

Table 11. Determination Coefficient Test Results
R-squared Adjusted R-squared
Model 1 0.073029 0.056072
Model 2 0.000883 -0.017394

Table 11. shows the R-square value of 7.3% in model 1
and 0.08% in model 2. This shows that only 7.3% of the
financial performance (ROE) can be explained by the
components of intellectual capital (VACA, VAHU,
STVA), and the remaining 93.7% is explained by factors
outside the model. And only 0.08% of the market value
(MtBV) can be explained by the intellectual capital
component (VACA, VAHU, STVA), and the remaining
99.92% is explained by factors outside the model.

Table 12.  F-Statistic test result
a=0,05 F-statistic Prob. (F-statistic)
Model 1 4.306783 0.005923
Model 2 0.048291 0.985903

Table 12. shows that model 1 has a prob. F-statistic
value of 0.005923 <0.05, which means that all
components of intellectual capital (VACA, VAHU, STVA)
have a simultaneous significant effect on financial
performance (ROE). Meanwhile, model 2 has a prob.
F-statistical value of 0.985803> 0.05, which means that all
components of intellectual capital (VACA, VAHU, STVA)
have no significant effect on market value (MtBV).

Table 13.  T-Statistic test result

coefficient Prob.

VACA -0.017911 0.0940

Model 1 VAHU 0.000458 0.1363
STVA 0.231222 0.0003

VACA -4.559510 04731

Model 2 VAHU 0.124020 0.4515
STVA 10.94183 0.1096

Table 13. shows in model 1 that the VACA variable on
financial performance (ROE) has a probability of 0.940>
0.05 with a negative coefficient value. These results
indicate that the VACA variable has a negative and
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insignificant effect on financial performance (ROE). This
result is similar to the research conducted by [26] which
states that capital employed has a negative and
insignificant effect on the company's financial
performance (ROE). This is different from research
conducted by [28] that capital employed has a significant
positive effect on financial performance (ROE). Based on
the view of Resource-Based Theory, companies gain
competitive advantage and financial performance by
owning, controlling and utilizing important strategic
assets. Capital employed describes how much value can
be generated from the physical capital used. The result of
this study is that capital employed has a negative and
insignificant effect on the company's financial
performance, meaning that capital employed does not
affect the financial performance of property and real estate
companies.

However, in model 2, the VACA variable on market
value (MtBV) has a probability of 0.4731> 0.05 with a
negative coefficient value. These results indicate that the
VACA variable has a negative and insignificant effect on
market value (MtBV). The results of this study are similar
to the research conducted by [38] which states that capital
employed has a positive and insignificant effect on market
value (MtBV). However, different research results are
shown by [36] that capital employed has a significant
positive effect on market value (MtBV). The view of
Resource-Based Theory, according to [41], is that the
determination of potential resources can create a
continuous competitive advantage. The creation of these
results is assisted by how the stakeholder relationship with
the company. The better relationship will increase the
perspective for investors so that the market value will
increase. The results of this study indicate that capital
employed has a negative and insignificant effect on the
company's market value, meaning that if there is a
decrease in the value of capital employed, it will not affect
the company's market value.

In model 1, the VAHU variable on financial
performance (ROE) has a probability of 0.1363> 0.05
with a positive coefficient value. These results indicate
that the VAHU variable has a positive and insignificant
effect on financial performance (ROE). This result is
similar to the research conducted by [32] which states that
human capital has no significant effect on financial
performance (ROE). However, other studies have shown
different results from previous studies, namely [21] stated
that human capital has a significant effect on financial
performance (ROE). Resource-Based Theory states that
one of the potential resources for companies comes from
human resources. These resources are in the form of
providing training, expertise and skills to employees in
supporting company development. Based on statistical
results, human capital has a positive and insignificant
effect on the company's financial performance, meaning
that property and real estate companies are unable to
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maximize employee knowledge and skills for the
company's progress, so that it will have an impact on the
financial performance of property and real estate
companies.

However, in model 2, the VAHU variable to market
value (MtBV) has a probability of 0.4515> 0.05 with a
positive coefficient value. These results indicate that the
VAHU variable has a positive and insignificant effect on
market value (MtBV). Similar results are shown in
research conducted by [37] which states that human
capital has a positive and insignificant effect on market
value (MtBV). These results are different from research
conducted by [12] that human capital has a significant
positive effect on market value (MtBV). Human capital is
the main resource of the Resource-Based Theory
assumption because it is a source of innovation and
anything that creates a positive market perception for the
company in the eyes of the market. The ability of
company employees greatly influences it as a competitive
strategy. This study shows that human capital has a
positive and insignificant effect on the market value of the
company, meaning that if there is a decrease in human
capital, it will not affect the company's market value.

The STVA variable on financial performance (ROE)
has a probability of 0.003 <0.05 with a positive coefficient
value in model 1. These results explain that the STVA
variable has a positive and significant effect on financial
performance (ROE). This is because property & real
estate companies prioritize structural capital such as
improving systems and operations on the tools used in
running company operations. The results of this study are
similar to research conducted by [19] which states that
structural capital has a significant positive effect on
company financial performance (ROE). This result is
different from research conducted by [35] which states
that structural capital has no effect on financial
performance (ROE). According to Resource-Based
Theory, structural capital is one of the strategies for
creating company value, in the form of corporate culture,
company operational systems, and others. The better the
management of structural capital carried out by the
company, the higher the results the company will get. This
study shows that structural capital has a significant
positive effect on the company's financial performance,
meaning that the good management of the operational
system and the application of organizational culture in
property and real estate companies can improve the
company's financial performance.

Meanwhile, the STVA variable on market value (MtBV)
has a probability of 0.1096> 0.05 in model 2. These
results explain that the STVA variable has a positive and
insignificant effect on market value (MtBV). Similar
research results are shown in research conducted by [20]
which states that structural capital has a positive and
insignificant effect on market value (MtBV). This result is
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different from the research conducted by [27] which states
that structural capital has a significant positive effect on
market value (MtBV). The Resource-Based Theory view
that structural capital resources are able to create added
value for the company through the manufacturing process
and all forms of intellectual property owned by the
company, which triggers an increase in company value in
the eyes of stakeholders. According to [42] some
examples of intellectual property rights are patents,
copyrighted software and trademarks. Based on the
statistical results, it shows that structural capital has a
positive and insignificant effect on the company's market
value, meaning that the level of structural capital value of
a company does not affect the company's market value.

4. Conclusions

This study aims to examine the effect of intellectual
capital on the financial performance and market value of
the property and real estate companies for the period
2014-2018. Based on the research results, it can be
concluded that the value-added generated through capital
employed (VACA) and human capital (VAHU) has no
effect on financial performance (ROE). This shows that
the value of VACA and VAHU does not affect financial
performance (ROE). Also, the value-added generated
through structural capital (STVA) has an effect on
financial performance (ROE). This shows that the high
and low value of STVA affects financial performance
(ROE). Meanwhile, value-added generated through capital
employed (VACA), human capital (VAHU), and
structural capital (STVA) has no effect on market value
(MtBV). This shows that the value of VACA, VAHU,
STVA does not affect the market value (MtBV). The
recommendation of this research is that the company
management can maximize the management of its
resources effectively and efficiently. Company managers
pay more attention to resource management not only on
structural capital, but also on capital employed and human
capital in order to create higher added value so as to form
a good market value to reflect an increase in the
company's financial performance. In addition, investors
should consider more when investing, to be more careful
in looking at the intellectual capital owned by the
company because of the important role of the company's
intellectual capital as a reflection of good market value
and the level of competitive financial performance. This
study has limitations, namely, the results show that the
level of influence of intellectual capital on financial
performance and market value is low. Therefore, further
research can add other variables such as corporate social
responsibility or good corporate governance.
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