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Abstract: This research with a background in corporate governance mechanisms has an important role as a
function of supervision of all corporate activities. found that good corporate governance provides a variety of
benefits, such as minimizing the cost of capital, improving the company's image, increasing the value of the
company, and to avoid fraud. This research is intended to test and analyze the influence of intellectual capital
components, intellectual capital disclosure, and corporate governance mechanisms on the company's financial
performance and value. The research approach used in this study refers to the opinions expressed by the
research approach is a way of thinking adopted by researchers about how research design is made and how
research will be done. The type of research approach used in this research is quantitative research approach.
With a sample of 103 companies. The results  showed that intellectual capital competencies are positively
influenced by the financial performance of corporate governance mechanisms that have a positive and
significant effect on financial kienerja. testing shows that the intellectual capital component positively affects
the company'svalue. Disclosure of intellectual capital has a positive and significant effect on the value of
thecompany. The corporate governance mechanism has a positive but insignificant effect on the company's
value. Financial performance has a positive and significant effect on the company's value. The intellectual
capital component has a positive and significant effect on the company's value through financialperformance.
Disclosure of intellectual capital has a positive and significant effect on the company's value through financial
performance. Corporate governance mechanisms have a positive and significant effect on the company's value
through financial performance
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I.  Introduction

The Company began to realize that the ability to compete in the industry lies not only from its tangible
assets, but in terms of intangible assets such as innovation, information system, organizational management and
human resources that it has also played an important role in the continuity of the company (Pambudi, 2017). In
order to survive in accordance with the concept of going concern, companies must quickly change their strategy
from labor-based business to knowledge-based business (Sawarjuwono and Kadir, 2003). The paradigm that
makes many companies apply a knowledge-based business management system. The company's survival and
financial performance are not only generated by tangible assets, but more importantly intangible assets in the
form of human resources (HR) that regulate and utilize existing company assets.

Intellectual capital is needed to create value added for the company. Intellectual capital plays a role in
the company's development to create a competitive advantage and increase market value (Yusuf & Sawitri,
2009). This is also supported by research by Sianipar (2009), Solikhah et al. (2010), Laksana and Sudarno
(2014) which explained that intellectual capital has a positive effect on the company's financial performance.
Now companies in Indonesia, especially those that have gone public, are starting to concern intellectual capital
which is seen as knowledge where in the process of its formation, wealth, and experience are the assets of the
company. Intellectual capital is considered to have a very important role in the creation and maintaining
competitive advantage and value for the company. The value of the company is the investor's perception of the
company's performance related to the share price (Jacub, 2012). The rising share price makes the company's
value increase as well. The company's high value is able to make the market believe in the company's
performance and the development and growth of the company in the future. This will certainly benefit all
stakeholders who are in business competition
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The Indonesia Stock Exchange (IDX) reported positive growth in the number of investors in the
Indonesian capital market. In 2017 and 2018, the number of Indonesian capital market investors amounted to 1.2
million and 1.5 million, respectively. As of May 2019, the number of Indonesian capital market investors has
reached 1.9 million(https://money.kompas.com). Capital Market Law (UUPM) Number 8 year 1995 Article 1
Number 13 explains, the capital market is an activity related to public offerings and securities trading, public
companies related to the securities issued, as well as institutions and professions related to securities. The capital
market serves as a means of business funding for companies and as a means of investing for capital owners
(Rivai, 2009:535). The existence of the capital market makes it possible for people to participate in business
activities by obtaining a share of their profits and risks and allowing shareholders to sell their shares for liquidity
(Nasaruddin, 2004:76). The capital market is said to be efficient when the share price can reflect the value of a
company (Jogiyanto, 2000:12). The share price is a fair price that can be used as a proxy of the company’s value
(Margaretha, 2008). Table 1 shows the development of the composite stock price index on the Indonesia Stock
Exchange (IDX) during 2011-2018.

Table 1 : Composite Stock Price Index (JCI) of Indonesia Stock Exchange

Period IHSG End (Rp) %Zaa'r‘gsg / % Change
2014 3.703.51 1,169.16 2613
2015 3.821.99 118.48 3.20
2016 4,316.69 2947 1204
2017 4,274.18 4251 0.98
bois 5,226,947 loso.77 22229

Source : Statistika Pasar Model 2018, Keuagan Service Authority (OJK)

Table 1 shows that the movement of the composite stock price index during 2014-2018 fluctuated.
However, in 2017 the composite stock price index decreased compared to the previous 4 years. The
phenomenon of declining stock price index is an important indicator and becomes a signal for potential
investors. Prospective investors will base their investment decisions on stock market price movements. The
stock market price reflects the overall investor's valuation of each equity held by the company (Ridwan and
Gunardi, 2013). Signaling theory explains that information published as an announcement related to stock
market prices will signal investors in investment decision making. If the announcement contains positive value,
then it is expected that the market will react when the announcement is received by the market. The stock
market price is an indicator of the company's value (Ridwan and Gunardi, 2013). Corporate value is a form of
maximizing the company's goals through increasing shareholder prosperity. Maximize shareholder prosperity is
to maximize the present value of shareholders' expected returns in investment. Shareholders' prosperity
increases when the share price increases (Jacub, 2012).

The firm theory explains that the company's main goal is to increase shareholder prosperity. The value
of the company is the investor's perception of the company's financial performance related to the share price
(Jacub, 2012). Financial statements can be used as an overview to assess and obtain information on how a
company's financial performance is. Good financial performance can increase the share price and value of the
company. Research from Ni Putu Yeni Astiti (2016) proves that financial performance has a positive effect on
the company's share price and value. The study concluded that a high share price will increase the value of the
company through good financial performance.

Opportunistic behavior of managers can affect information disclosed in financial statements.
Opportunistic behavior is caused by the presence of asymmetric information. T eori agency implies the
existence of information asymmetry between the manager as an agent and the shareholder as a principal.
Information asymmetry is a situation where the manager has access to information on the prospects of the
company that is not owned by outside parties. Asymmetry of information arises when managers are more aware
of the company's internal information and future prospects than other shareholders and stakeholders. Therefore,
good management of intellectual capital components, intellectual capital disclosure, and good corporate
governance mechanisms are needed so that stakeholders have the correct information on the existence of the
company. Stakeholder theory explains that the company is not an entity that only operates for its own benefit,
but must provide information that benefits stakeholders (shareholders, creditors, consumers, suppliers,
governments, communities, analysts and other parties) that can influence their decision making (Abdullah &
Sofian, 2012).

Companies that apply knowledge-based business will create a way to manage knowledge as a means to
increase financial kineja and corporate value. Knowledge based business is the process of transforming,
capitalizing and transferring knowledge as a means to earn income (Sawarjuwono, 2003). Knowledge-based
Theory explains that knowledge as a resource is very important for the company, because knowledge is an asset
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that if managed properly will improve the financial performance and value of the company. Intellectual capital
is an approach to the assessment and measurement of knowledge assets. Intellectual capital is knowledge capital
which includes all processes and intangible assets.

Resource based theory explains that companies have resources that can make the company has a
competitive advantage and is able to direct the company to have good long-term performance. Valuable and
scarce resources can be directed to create a competitive advantage, so that the resources owned can last a long
time and are not easily imitated, transferred or replaced. The resources owned by this company are called
intellectual capital. Intellectual capital is an accumulation of performance from three main elements of the
company's human capital, structure capital, and customer capital that can provide more value for the company in
the future. skills, knowledge, and experience as well as in organizational systems and procedures that can
support the company's activities or performance (Purnomosidhi, 2006).

Research from Johan (2018) proves that the intellectual capital component has a positive and
significant effect on profitability. The findings contradict research from Augustine (2014) which proves that
human capital, structural capital does not have a positive and significant influence on the company's
performance. While relational capital has a negative and insignificant influence on the company's performance.
In Indonesia, the phenomenon of intellectual capital began to develop especially after the emergence of PSAK
No.19 (revised 2000) on intangible assets, although it was not explicitly stated as intellectual capital. Intellectual
capital is growing rapidly, especially in Indonesia because intellectual capital itself plays a role in the
development of companies to create competitive advantages and increase the value of the company (Yusuf and
Sawitri, 2009). The appreciation of the company's shares from investors is believed to be due to the intellectual
capital component owned by the company (Appuhami, 2007).

Conservatory accounting practices emphasize that the company's investment in intellectual capital
presented in financial statements results from an increase in the difference between market value and book
value. If the market is efficient, then the higher the intellectual capital of the company, the higher the company's
value (Belkaoui, 2003; Firer and Williams, 2003). This is because investors will give high value to companies
that have greater intellectual capital (Yuniasih et al., 2010). Wahyuni, Suratno, & Anwar (2017); Eristy (2018)
proves that VACA has a significant influence on the value of the company. Research from Nurani, Zulbahridar,
and Azhari (2014) proves that physical capital (VACA) does not have a significant influence on the value of the
company. Research by Fajriani (2017); Eristy (2018). In contrast to research from Maditinos et al. (2011) and
Susanti (2016), it proves that VAHU has an insignificant influence on the value of the company. This research
also proves that the costs incurred by the company for employees are not very efficient to generate added value
for the company. Research from Li and Zhao (2018); Johan (2018) identified causality and found no significant
link between human capital and corporate value. Research from Dewi and Isynuwardhana (2014); Eristy (2018)
proves that STVA does not affect the value of the company.

Although intellectual capital is difficult to see and quantify, the results will still be reflected in the
productivity, efficiency and profitability of larger companies (Berzkalne & Zelgavle, 2014; Ranani and Bijani,
2014; Ornek & Ayas, 2015; Cleary & Quinn, 2016; Musadig & Igbal, 2016). However, different results were
found by Frykman & Tolleryd (2010), where intellectual capital containing the company's non-financial assets
was not reflected in the balance sheet. This is due to the large gap between market value and book value
expressed by the company. In addition, financial statements are considered to fail to disclose the hidden value of
intellectual capital in the annual report (Cuozzo et al., 2016). The relationship between intellectual capital
disclosure and financial performance has been empirically proven by several previous researchers. Research
from Awaluddin (2014); Liana (2009) proves that intellectual capital disclosure has a positive effect on the
company's value. Research from Setya (2012) proves that intellectual capital disclosure has no effect on the
company's performance. This is because companies in Indonesia still rely on physical capital over intellectual
capital. The findings are different from the findings from Amma (2013) which proves that disclosure of
intellectual capital has a significant effect on the company's performance. This is because companies in
Indonesia have realized that the component of intellectual capital is a resource that can increase the share price
through good management. Disclosure of intellectual capital is a manifestation of the process of managing
resources owned by the company. To minimize this behavior, good corporate governance mechanisms are
needed, such as increasing institutional ownership, ownership of managers, independent board of
commissioners, and audit commissions (FCGI, 2001:5).

Corporate governance is a process and structure implemented in running the company with the main
objective of increasing shareholder value in the long term while paying attention to the interests of other
stakeholders (shareholders, creditors, suppliers, customers, company employees, government and the
community interacting with the company) (Sutedi, 2012). This concept emphasizes on two things, namely, first,
the importance of shareholders' right to obtain information correctly and on time and, secondly, the obligation of
the company to make accurate, timely, transparent disclosure of all company performance information,
ownership, and stakeholders. Jensen and Meckling's research (1976) in Herawaty (2008) resulted in a statement
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that managerial ownership as a proxy for corporate governance is a mechanism to reduce agency problems from
managers. Institutional ownership as one of the governance mechanisms often referred to as sophisticated
investors (sophiscated) should be able to use current period information in predicting future returns compared to
non-institutional investors. Beasley's research (1996) in Sawarjuwono and Agustine (2003) examined the
relationship between the proportion of commissioners and financial reporting by comparing companies that
commit fraud with companies that do not commit fraud. The study found that companies that commit fraud have
a significantly lower percentage of external (independent) board of commissioners compared to companies that
do not commit fraud. Based on these cases, it can prove that the corporate governance mechanism has an
important role as a function of supervision of all corporate activities. Research from Klein (2006) found that
good corporate governance provides a variety of benefits, such as minimizing the cost of capital, improving the
company's image, increasing the value of the company, and to avoid fraud.

1. Rivew Literature
1. Stakeholder Theory

The term stakeholders was originally introduced by the Stanford Research Institute (SRI), namely
"Those groups without whose support the organization would cease to exist" (E. Freeman & Reed, 1983). The
essence of that thinking leads to the existence of an organization (in this case a company) is strongly influenced
by the support of groups that have a relationship with the organization. Freeman defines stakeholders as: "any
group or individual who can affect or is affected by the organization's objectives." The free translation is as a
group or individual that may affect and/or be influenced by an achievement of a particular goal. Freeman &
Reed (1983), developed stakeholders theory and introduced the concept in two models, namely: (1) policy
model and business planning; and (2) corporate social responsibility model and stakeholders management.
Stakeholders theory is basically a theory that describes to whichever party the company is responsible for (W.
H. Freeman, 2001). The Company must maintain relationships with its stakeholders, especially stakeholders
who have power over the availability of resources used for the company's operational activities, such as labor,
the market for the company's products and others Chariri & Ghozali (2007). One of the company's strategies to
maintain relationships with stakeholders is to disclose sustainability reports that inform about economic, social
and environmental performance. Stakeholder theory explains that the company is not an entity that only operates
for its own benefit, but must provide benefits to stakeholders (shareholders, creditors, consumers, suppliers,
governments, communities, analysts and other parties). Thus, the existence of a company is strongly influenced
by the support provided by stakeholders to the company. This theory also shows that all stakeholders have the
right to obtain information about the company's activities that can influence their decision making. There are
three approaches related to stakeholder theory (Fahrizal, 2015)

In terms of management perspective integration, Penrose's holistic idea (1959) of the growth theory of
the firm (GTF) states that the company is a collection of productive resources. It is further stated that the
company's resources consist of human resources (HR) and non-human. This theory then became the basic
reference for the development of resource-based view theory as stated by Barney (1991). In RBV's view,
performance is the result of the work of all resources within the company, the organizational and unique
capabilities possessed by the company or the performance of all internal resources and filling the challenge
opportunities of the external company (Barney, 1991; Menguc et al., 2010). This view is an acknowledgment of
the scope of RBV-based strategy theory which claims that the company is composed of a variety of resources
(Penrose, 1959; Barney, 1991; Rauch et al., 2005). Company resources are all assets owned by the company
(Barney, 1991) both tangible and intangible (Penrose, 1959). Intangible resources can be included in the
category of human resources namely managers and employees (Rauch, 2005), so that the collaboration of these
two resources produces a sustainable competitive advantage. Along with the increasing understanding of the
existence of employees as an important asset of the organization, the company's knowledge-based view was
created. The emergence of knowledge-based view is triggered by the increasingly competitive state of the global
economy, where it requires companies to change and improve their performance in order to compete in the
midst of many competitor companies (Nawangsari, 2016). In its application, knowledge based view aims to
create value added for consumers (Libyanita and Wahidahwati, 2016). Knowledge based view (KBV) is a new
extension of the company's resource-based theory (RBT) that provides a strong theoretical understanding in
supporting intellectual capital. KBV comes from RBV and shows that knowledge in its various forms is in the
interest of resources (Grant, 1991). The basic assumption of a company knowledge-based theory is a derivation
of the company's resource-based theory of view

Agency problems were initially explored by Ross (1973), while detailed theoretical exploration of
agency theory was first stated by Jensen and Mecking (1976). Agency Theory is one of the theories that
emerged in the development of accounting research which is a modification of the development of financial
accounting model by adding aspects of human behavior in the economic model. This theory is rooted in the
synergy of economic theory, decision theory, sociology, and organizational theory. Agency theory describes the
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company as a meeting point between the owner of the company (principal) and management (agent). The
concept of agency theory according to R.A Supriyono (2018:63) is a contractual relationship between principal
and agent. This relationship is done for a service where the principal authorizes the agent regarding the best
decision making for the principal by prioritizing the interest in optimizing the company's profit so as to
minimize the burden, including tax expenses by committing tax avoidance. Agency theory is the granting of
authority by the owner of the company (shareholders) to the management of the company to carry out the
company's operations in accordance with the agreed contract, if both parties have the same interest to increase
the value of the company then the management will act in accordance with the interests of the owner of the
company.

The agency's theory bases the contractual relationship between shareholders/ owners and
management/managers. In the theory of the agency mentioned that the manager of a company as an "agent" and
shareholders "principal”. Shareholders who are principals delegate business decision making to managers who
are representatives or agents of shareholders. The problem that arises as a result of the company's ownership
system like this is that agents do not always make decisions aimed at meeting the best interests of principals
(Jensen and Meckling, 1976). Conflict and attraction of interest between principals and agents can cause
problems in agency theory known as asymmetric information or unbalanced information caused by the
distribution of unequal information between principals and agents. External parties' reliance on accounting
figures, managers' tendency to seek their own profits and high levels of asymmetric information, led to a great
desire for managers to manipulate reported work for self-interest.

B. Intellectual Capital

In Sawarjuwono (2003), Klein and Prusak stated what later became the standard definition of
Intelectual Capital (intellectual capital), which was later popularized by Stewart (1994). According to Klein and
the Prusak"... we can define intellectual capital operationally as intellectual material that has been formalized,
captured, and leveraged to produce a higher valued asset" (Stewart 1994). According to Sveiby (1998) in
Sawarjuwono (2003) "The invisible intangible part of the balance sheet can be classified as a family of three,
individual competence, internal structural, and external structure". Meanwhile Leif Edvinsson as quoted by
Brinker (2000:np) equates IC as the sum of human capital, and structural capital (for example, relationships with
consumers, information technology networks and management). The Society of Management Accountants of
Canada (SMAC) defines intellectual assets as follows: In balance sheet are those knowledge-based items, which
the company owns which will produced a future stream of benefits for the company (IFAC, 1998 in
Sawarjuwono, 2003).

Intellectual capital is an intangible asset in the form of information and knowledge resources that serve
to improve the ability to compete and improve the company's performance (Arfan 2008:83). Intellectual capital
is derived from three pillars, namely human capital, structural capital and customer capital (Ulum, 2013).
Intellectual capital provides additional advantages or establishment of business processes and provides more
value compared to other companies (Sawarjuwono et al., 2003). Bontis, Chong Keow and Richardson (2000),
stated that intellectual capital is intellectual material (knowledge, information, intellectual property, experience)
used to create corporate value or increase wealth for shareholders.

C, I'msorry. Corporate Governance

Issues regarding corporate governance began to arise, especially in Indonesia after Indonesia
experienced a prolonged crisis since 1998. Many say the length of the improvement process in Indonesia is due
to the very weak governance applied in companies in Indonesia. Corporate governance is a process and structure
used by the corporate organs to improve the success of the company's business and accountability in order to
realize shareholder value in the long term while paying attention to other stakeholders, based on legislation and
ethical values (Sutedi, 2012).

The Forum for Corporate Governance in Indonesia (FCGI) defines corporate governance as a regulatory
device governing the relationship between shareholders, the management of the company, creditors, the
government, employees and shareholders, other internal and external interests relating to the rights and
obligations or in other words a system that regulates and controls the company. The corporate governance
system benefits all beneficiaries including shareholders, customers, staff and the public, in the long run (Alavi
and Abbas, 2013). The existence of corporate governance is for the benefit of all financial stakeholders
including investors, creditors, board members, managers and staff as well as various industries and various
sectors of the economy. Good corporate governance plays an important role in improving economic efficiency
and growth, as well as increasing trust. Rising investor confidence also plays an important role in the country’s
economy. The company also benefits from a good and efficient system of governance. If the company is
profitable, there are more incentives to implement corporate governance and its interests are obtained either
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directly (through easier access to finance and low capital costs) or indirectly through (gaining a better business
reputation and business opportunities) (Safieddine et al, 2009).

Whatever form of ownership of the company, be it private, government or non-profit requires good
management of its activities (Adebayo, 2013). Governance is a series of mechanisms to direct and control
company managers and managers so that the company's operations meet the expectations of stakeholders
(Waseem, 2011). With this mechanism, it is expected that the decision-making mechanism in each management
can be controlled and the company can achieve its business objectives optimally. (Mundung, 2006; Mahmud,
2002). The corporate governance management mechanism ensures that management actions will always be
directed at increasing the value of the company. At the same time as a form of attention to stakeholders,
employees, creditors and the surrounding community. The corporate governance mechanism consists of external
and internal mechanisms of the company (Sutedi, 2012), (Cornett et al., 2006). (a) External mechanisms.
External mechanisms are influenced by external factors of the company including investors, public accountants,
lenders and institutions that legalize legality. (b) Internal mechanisms. Internal mechanisms are influenced by
internal corporate factors including institutional ownership, managerial ownership, an independent board of
commissioners, and an audit committee.

D. Financial Performance

The company's financial performance is indicated by its financial statements. Financial statements are
the main means used by companies to convey financial information. The purpose of financial statements is to
provide information related to financial position, performance, and changes in the company's financial position
that are beneficial to a large number of users in economic decision making (Brigham, 2006). Financial
statements should be presented according to the needs of the users of financial statements coming from various
elements such as investors, employees, lenders, suppliers, governments, customers, creditors.Financial
information in the financial statements must meet four basic qualitative characteristics that make financial
statement information useful for the users. These four characteristics are understandable, relevant, reliable, and
comparable (IAl, 2009). The company's financial performance is an achievement achieved by the company in a
certain period that reflects the level of health of the company (Brigham, 2006). Financial performance provides
an overview of the company's achievements in its operational activities, including financial aspects, marketing
aspects, fund raising and fund raising aspects, technology aspects, and human resources aspects (Kaplan, 2001).
Financial performance demonstrates the company's ability to benefit from its assets, equity and debt.

Measurement of the company's performance is indispensable in relation to consumer satisfaction of
internal processes, and activities related to improvement and innovation in the organization that leads to future
financial returns (Dewi et al. 2008). Measurements of investment returns, growth, volume, profit and labor in
general companies are taken to determine financial performance (Kaplan, 2001). The financial performance of a
company is an overview of the financial condition of a company that is analyzed with financial analysis tools, so
that it can be known about the poor financial condition of a company that reflects the performance of work in a
certain period. It is very important that resources are used optimally in the face of environmental changes.
Financial performance can be seen from the financial statements. These financial statements are prepared and
construed for the benefit of management and other parties who are concerned or have an interest in the
company's financial data. The measurement of financial performance is by using financial ratios. The financial
ratio shows changes in the financial condition of the company as well as the potential of the company in
managing the company's wealth in increasing the value of the company. The company's value shows investors'
view of the company's achievements in managing its resources. The more investors who buy the company's
shares, the price of the shares will increase then the value of the company will rise. The ups and downs of a
company's share price determine the value of the company in the eyes of the investor

E. Company Value

The value of the company relates to the value in the amount of money that the buyer is willing to pay
when the company is sold (Husnan, 2004). Randa and Solon, (2012) stated that the value of the company is the
investor's perception of the company's performance or activities associated with the price that prospective
buyers must pay if the company is sold at the share price. The high share price makes the company's value also
high. The company's high value will increase market confidence in the company's current and future
performance. Maximizing company value means maximizing key objectives
the welfare of the owners or shareholders (Cashmere, 2010).

Sartono (2010:9) explained that the goal of maximize the prosperity of shareholders can be achieved by
maximize the present value of all shareholders' profits that are expected to be obtained in the future.
Shareholders' prosperity will increase if the share price increases, then the value of the company will increase in
line with the increase in the share price itself. The company's value is reflected in the stable share price and in
the long run increases. The higher the share price, the higher the company's value.
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The high value of the company becomes the desire of the owners of the company, because with a high
value shows the prosperity of shareholders is also high. To achieve this, the company expects financial
managers will take the best action for the company by maximizing the value of the company so that the
prosperity (welfare) of the owner or shareholders can be achieved. The value of the company can be defined by
its share price. This is due to stock market prices containing expectations about the future. The company's value
is reflected in the equity market value and debt market value. Empirical facts in the Indonesian capital market
show that funding decisions, dividend policies, investment decisions, company growth, and company size have
an influence on the company's value movements (Ross et al., 2008). The value of companies that have gone
public is reflected in the company's stock market price. The value of the company that has not gone public is
realized if the company will be sold (total assets and prospects of the company, business risk, business
environment) (Jumingan, 2009).

Optimization of the company's value which is the company's goal can be achieved through the financial
management function, where one financial decision taken will affect other financial decisions and have an
impact on the value of the company. On the other hand, optimization of the company's value is not only with
equity value that must be considered, but also all financial sources such as debt, warrants, and preferred shares.
The value of the company can be measured using the value of the share price in the market based on the
formation of the company's share price in the market, which is a reflection of the public's assessment of the
company's performance in real terms. The formation of market prices depends on market efficiency conditions
both in information and decisions, ranging from weak, semi-strong and strong form efficiency (Harmono,
2014:50). The company's value is market value. Market value is used because the company's value can provide
maximum shareholder prosperity the company's share price increases. The higher the share price, the higher the
shareholder prosperity. To achieve the company's value generally the financiers hand over their management to
the professionals. Paraprofessional positioned as manager or commissioner in the company. The value of the
company is the price that the prospective buyer is willing to pay if the company is sold. Enterprise value (EV) or
firm value is an important concept for investors, because it is an indicator for the market to assess the company
as a whole. For companies that issue shares in the capital market the share price traded on the exchange is an
indicator of the value of the company. The high value of the company becomes the desire of the owners of the
company, because with a high value shows the prosperity of shareholders is also high. Maximize the value of
the company will be identical to maximize profit. The value of the company can basically be measured through
several aspects, one of which is the company's stock market price because the company's stock market price
reflects the investor's overall valuation of each equity owned. If the value of a company can be proxies with the
share price then maximize the market value of the company is the same as maximize the stock market price.

I1l. Resarch Method

This research is intended to test and analyze the influence of intellectual capital components,
intellectual capital disclosure, and corporate governance mechanisms on the company's financial performance
and value. The research approach used in this study refers to the opinions expressed by (Scott & Deirdre, 2009).
The research approach is a way of thinking adopted by researchers about how research design is made and how
research will be done. The type of research approach used in this research is quantitative research approach.
This approach is tailored to the need to find answers to problem formulation. Characteristics of quantitative
research approach, consisting of data types (phenomena described numerically), analysis (descriptive and
inferential statistics), research coverage (specific hypotheses or questions). The main advantages of quantitative
approaches are the size of the sample and the validity of the statistics accurately reflecting the populasi. The
research was conducted at the Indonesia Stock Exchange by accessing data through the Indonesia Capital
Market Directory and IDX website. The research object is a manufacturing company listed on the Indonesia
StockExchange. The sample in this study amounted to 103 based on the criteria. This study analyzed the
data using PLS (Partial Least Square) model analysis tools, descriptive analysis, and data quality test. The PLS
model test is used on the grounds that PLS is able to explain constructs formed with reflective, soft-modelling
indicators. This soft-modelling refers to the ability of PLS to demonstrate great flexibility, and the use of looser
assumptions in multivariate statistics, such as normality issues, small sample usage or large number of indicators
(Ringle, Rigdon, and Sarstedt, 2018). This method is a powerful analytical tool because it is not based on many
assumptions, data does not have to be normally distributed, samples do not need to be large, and is able to
explain latent intervariable relationships (Ghozali, 2014). Another advantage of PLS because it can be used on
data of different scale types is being able to manage the problem of independent intervariable multilinearity, and
the results remain robust even though there is abnormal data, and lost (Abdillah & Jogiyanto, 2015).
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IV. Results And Analyis

A. SEM-PLS Test Results

The relationship between variables in this study only has first order constructs and indicators that are
formed into reflective relationships. The endogenous variables in this study are financial performance (KK)
which has three indicators and the value of the company (NP) with four indicators. While the exogenous
variables in this study are intellectual capital components (KMI), intellectual capital disclosure (PMI), corporate
governance mechanisms (MTKP) which consist of three, five, and three indicators, respectively. In pls-based
structural equation modeling, the first step to be done is to determine the specification of the model consisting of
two, namely the structural model (inner model) and the measurement model (outer model). The inner model
designed in this study is the relationship between exogenous latent variables to endogenous latent variables.
Outer model is the relationship between indicator variable and latent variable. The outer models designed in this
study are reflective. According to Ghozali, indicators in reflective models are manifestations of construction. All
indicators reflect the same construct and indicators must also have the same or similar content. After designing
the inner model and outer model, both models are constructed in a path diagram. Diagram of the modeling of the
influence of intellectual capital components (KMI), intellectual capital disclosure (PMI), corporate governance
mechanism (MTKP) on financial performance (KK) and company value (NP) can be seen in Figure 1 below:
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Figure 1 Line Chart Construction

Measurement model or measurement model is part of SEM model that describes the relationship
between latent variables and their indicators. A straight arrow indicates the relationship of latent variables
towards each indicator. In addition, there is also a straight arrow of error and disturbance terms towards each
variable, nor is there any direct influence or straight arrow that connects with latent variables. Measurement
models are evaluated just like other SEM models by using alignment test measurements. The analysis process
can only continue if the measurement model is valid. According to Ghozali and Latan (2015) evaluation of outer
models was done by testing the validity of convergent and discriminant. The validity of a convergent relates to
the principle that the gauges (variable manifests) of a construct should be highly correlated. Test the validity of
convergent reflective indicators with SmartPLS 3.0 program can be seen from the loading factor value for each
construct indicator and AVE for each variable. The test results of the measurement model can be seen in Figure
2 below
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Figure 2 Test Result Of Source Measurement Model: SmartPLS Output 3.0

Evaluation of the validity of the construct is done by calculating the validity of the convergent and the
validity of the discriminant. The validity of convergents is known through loading factors. An instrument is said
to meet convergent validity testing if it has a loading factor above 0.7. The results of the convergent validity test
are presented in the following Table 2:

Original Sample Mean (M) Standard Deviation Standard Error T Statistics (|
Sample (O) (STDEV) (STERR) O/STERRY)

KMI1 <- KMI 0,869 0,868 0,038 0,038 23,105

KMI2 <- KM 0,83 0,816 0,077 0,077 10,805

KMI3 <- KM 0,88 0,8 0,027 0,027 32,837

PMI1 <- PMI 0,774 0,673 0,079 0,079 8,586

PMI2 <- PMI 0,828 0,831 0,031 0,031 27,013

PMI3 <- PMI 0,803 0,798 0,050 0,050 16,218

PMI4 <- PMI 0,863 0,861 0,031 0,031 27,468

PMI5 <- PMI 0,825 0,823 0,040 0,040 20,458

MTKP1 <- MTKP  |0,775 0,682 0,074 0,074 9,090

MTKP2 <- MTKP  |0,808 0,799 0,093 0,093 8,650

MTKP3 <- MTKP  |0,805 0,794 0,081 0,081 9,965

KK1 <- KK 0,827 0,820 0,048 0,048 17,201

KK2 <- KK 0,859 0,863 0,027 0,027 31,696

KK3 <- KK 0,851 0,852 0,030 0,030 28,050

NP1 <- NP 0,786 0,786 0,051 0,051 15,380

NP2 <- NP 0,791 0,790 0,047 0,047 16,751

NP3 <- NP 0,780 0,778 0,052 0,052 14,939

NP4 <- NP 0,743 0,735 0,085 0,085 8,79

Based on the table above it can be known that all items that measure variable components of
intellectual capital, intellectual capital disclosure, corporate governance mechanisms, financial performance, and
corporate value are worth greater than 0.7. Thus the item is declared valid to measure its variables

The validity of the discrete is calculated using cross loading with the criteria that if the loading value of
an item in a corresponding variable is greater than the loading value of an item in another variable then the item
is declared valid in measuring the corresponding variable. The results of cross loading calculation are
presented in Table 3 below:
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Kmi Pmi MTKP Kk Np

KMI1 0,869 0,390 0,437 0,401 0,482
KMI2 0,834 0,278 0,375 0,346 0,406
KMI3 0,885 0,387 0,444 0,431 0,539
PMI1 0,450 0,774 0,492 0,518 0,554
PMI2 0,466 0,828 0,522 0,531 0,425
PMI3 0,437 0,803 0,458 0,480 0,345
PMI4 0,492 0,863 0,476 0,578 0,382
PMI5 0,430 0,825 0,508 0,476 0,315
MTKP1 0,399 0,403 0,775 0,499 0,636
MTKP2 0,330 0,332 0,808 0,488 0,383
MTKP3 0,350 0,375 0,805 0,533 0,378
KK1 0,553 0,366 0,389 0,827 0,541
KK2 0,596 0,410 0,420 0,859 0,483
KK3 0,634 0,272 0,392 0,851 0,425
NP1 function 0,673 0,356 0,445 0,426 0,786
NP2 function 0,672 0,423 0,496 0,439 0,791

Based on cross loading measurement in the table above, it can be known that the whole item that
measures the variable components of intellectual capital, intellectual capital disclosure, corporate governance
mechanism, financial performance, and corporate value produces a greater loading value compared to the
loading value in other variables. Thus it can be stated that each item is capable of measuring latent variables
corresponding to the item.

The next testing method for measuring validity is by the Fornell-Larcker criteria. The Fornell-Larcker
criteria is a second approach to assessing the validity of the discriminant. This compares the square root of the
AVE value with the correlation of latent variables. In particular, the square root of each AVE construct should
be greater than the highest correlation with other constructs. An alternative approach to evaluating criterion
Fornell-Larcker results is to determine whether AVE is greater than the quadratic correlation with other
constructs. The logic of the Fornell-Larcker method is based on the idea that the construct shares more variance
with related indicators than with other constructs. If the condition of the construct in question is reflected by the
minimum AVE value, having cross-correlation with other constructs turns out to be larger, then it is declared
invalid discriminant, because efforts to build correlation with other parties appear stronger than the capacity of
the construction in question. Table 9 presents the results of an analysis of the Fornell-Larcker AVE — cross-
correlation method.

Table 4
Diskriminant Validity Test with Forneel Criteria -Larcker

Kmi Pmi MTKP Kk Np
Kmi 0,846
Pmi 0,413 0,863

MTKP 0,474 0,488 0,765

Kk 0,703 0,458 0,666 0,775
Np 0,571 0,557 0,614 0,649 0,801

Test results showed that ave roots for intellectual capital components (0.846), intellectual capital
disclosure (0.863), corporate governance mechanisms (0.765), financial performance (0.775), and company
values (0.801) had greater value compared to square correlations with other constructs. Based on these
comparisons, all constructs can be declared validly discriminant

Hypothesis testing is based on the results of Inner Model (structural model) testing which includes
parameter coefficient and t-statistics (significance). To see if a hypothesis is acceptable or rejected among others
by paying attention to the value of intercontracted significance, t-statistics, and p-values. Hypothetical testing of
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this research was conducted with the help of SmartPLS (Partial Least Square) 3.0 software. These values can be
seen from the results of bootstrapping. Rules of thumb used in this study are t-statistics >1.96 with p-value
significance of 0.05 (5%) and the beta coefficient is positive. This test was conducted to determine the strength
of the influence of exogenous variables on endogenous variables, either directly or indirectly (mediation). The
results of bootstrapping can be seen in Figure 5 below
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Table 5. Coefficient of Direct Influence Test Results
Original Standard T Statistics (| hat' hesi
Q Ket, what's Hypothesis
Sample (O) Error O/STERR|) goingon?
(STERR) Value
KMI -> KK 0,302 0,104 2,904 0,004 Sig, what's Accepted
goingon?
PMI -> KK 0,407 0,106 3,828 0,000 Sig, what's Accepted
goingon?
MTKP -> KK 0,274 0,119 2,303 0,022 Sig, what's Accepted
goingon?
KMI -> NP 0,209 0,079 2,635 0,009 Sig, what's Accepted
goingon?
PMI -> NP 0,188 0,093 2,031 0,044 Sig, what's Accepted
goingon?
MTKP -> NP 0,143 0,079 1,815 0,071 No Sig. Rejected
KK -> NP 0,429 0,078 5,498 0,000 Sig, what's Accepted
goingon?

Based on the table above, it is known that there are three variables that directly affect financial
performance and four variables that directly affect the value of the company. The test results showed that the
intellectual capital disclosure variable (PMI) had the largest direct influence on financial performance, namely
0.407, while the variable financial performance mechanism (KK) had the largest direct influence on the
company's value, namely 0.429.

In addition, this study also tested the indirect influence (mediation) between variables, namely, there
are three variables that affect the value of the company through financial performance. The results of indirect
influence measurement are presented in table 13 below:

DOI: 10.9790/487X-2301013757 www.iosrjournals.org 47 | Page



Effect of Intellectual Capital Components, Intellectual Capital Disclosure and Corporate ..

Table 13 Coefficient of Indirect Influence test results

Indirect Effect Original Standard T Statistics (| P Value Ket.
Sample (O) Error O/STERR|)
(STERR)
KMI -> KK -> NP 0.186 0.080 2,325 0,021 Sig.
PMI-> KK -> NP 0.212 0.068 3,118 0,002 Sig.
MTKP -> KK -> NP 0.164 0.077 2,130 0,035 Sig.

Based on table 6 above, it is known that the variable that indirectly affects the company's value is
intellectual capital disclosure, which is 0.212. Then the intellectual capital component is 0.186 and the corporate
governance mechanism is 0.164.

V. Discussion

1. The intellectual capital component has a positive and significant effect on financial performance

The test results showed that the intellectual capital component had a positive effect on financial performance
(KMI — KK) with a track coefficient of 0.302. This result is significant indicated by a statistical t-value (2,904)
greater than the t-table value (1.96) and p value (0.004) less than 0.05. This indicates that directly the
intellectual capital component has a significant influence on financial performance. These results are in line with
previous research (Bino, 2012; Riza, 2013; Nurnajamuddin and Budiandrini, 2014; Sutopo, 2018; Utami, 2018).
The results found that the intellectual capital component affects financial performance. This is likely due to the
increase in performance caused by standard standards for measuring the intellectual capital of companies listed
in the IDX. The market is considered to have given special attention and appreciation to the main factors of
intellectual capital such as human resource capital and fundamental factors achieved compared to other aspects
of the company. When referring to resource-based theory, intellectual capital owned by a sample of companies
is proven to create value added that provides a competitive advantage so that it is expected to increase the
company's sales.

On the other hand, these results suggest that HCE seems to fully support the improvement in the
company's performance. There are various factors that make HCE considered capable to increase the company's
profit. For example, there are indications that the salaries and benefits provided by the company to its
employees, have been enough to motivate employees in increasing the company's revenue and profit,
accompanied by good HR management such as training and employee development. Human capital theorists
think that improvements in employees' skills, knowledge and abilities can play a role in improving the
company's performance.

Another important aspect that contributes significantly to financial performance is HCE. This result
explains that the efficiency of human capital (salaries, bonuses, allowances, and the like) is considered to reduce
the company's operating costs so that profits can be maximized. Greater salaries and benefits to employees can
motivate these employees to increase their productivity in the production process. Good Human Resource
Management (HR) in the company can increase employee productivity which will also increase the company's
revenue and profit. The company in managing assets has been able to reduce the company's operating costs to a
minimum so that the Value Added (VA) of funds issued by Human Capital (HC) is increasing.

The next indicator contributing to significant test results is SCE. This explains that structural capital
efficiency seems to be considered capable of improving the ability to generate profit of companies listed in the
IDX. Various factors that cause SCE to be able to increase the company's profit is an indication that the amount
of Structural Capital (SC) required by the company is sufficient to meet the company's routine process in
producing optimal performance. Another thing is that good structural capital management such as system
management, procedures, databases, will hinder employee productivity in generating Value Added (VA). This
indicates that the company has so far managed its assets optimally which causes operational costs to increase to
create better asset management (ROA).

The last indicator is CEE, where the test results found that CEE had a positive and significant influence
on financial performance. This explains that the utilization of capital efficiency used can increase ROA. These
results explain that the capital used is the value of the assets that contribute to the company's ability to generate
revenue. So if the capital used by a company in a relatively large amount, it results in the sale and total assets of
the company is also relatively large.

In general, stakeholder theory provides an argument that all stakeholders have the right to be treated
fairly and managers should manage the organization for the benefit of all stakeholders. In the context of
explaining the concept of Intellectual capital (IC) or intellectual capital, stakeholder theory can be confirmed
again. Value creation in this context is to utilize all the potentials of the company, both employees (human
capital), physical capital, and structural capital.
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Good management of all this potential will create value added for the company which can then boost
the company's financial performance for the benefit of stakeholders. In addition, if Intellectual Capital is a
measurable resource for increasing competitive advantages, then Intellectual Capital will contribute to the
company's financial performance. In other words, the more efficiently the company manages the company's
physical capital, human capital and structural capital, which will provide improved results indicated by the
improvement in the company's financial performance. Utilization of intellectual capital will contribute
significantly to the achievement of competitive advantage and will further be reflected in the company's good
performance. So it can be concluded that if intellectual capital is managed well by the company then it can
improve the company's performance.

2. Disclosure of intellectual capital has a positive and significant effect on financial performance

The test results showed that intellectual capital disclosure had a positive effect on financial
performance (PMI — KK) with a track coefficient of 0.407. This result is significant indicated by the value t-
statistic (3828) greater than the value of t-table (1.96) and p value (0.000) less than 0.05. This indicates that
direct disclosure of intellectual capital has a significant influence on financial performance. This research
supports the results of previous research (Liana 2009; Setya, 2012; Awaluddin, 2014).

Disclosure of intellectual capital has a positive effect on the company's performance. This indicates that
the market gives higher valuations to companies that have higher intellectual capital by looking at financial
performance. Most of the samples of companies are judged to have displayed their intellectual capital so that it
attracts investors to give high value to the company. Although it does not include a fairly basic report in an
annual report, voluntary reports are considered sufficiently representative in answering the broader information
needs for users of the annual report. Intellectual capital disclosure has become a new form of communication
that controls "contracts" between management and workers.

In signal theory, signal is the company's way of giving signals or signals to users of information
disclosed by the company. This theory gives the view that companies will provide more information disclosure
voluntarily than is supposed to give a positive signal, so companies tend to improve the information provided to
stakeholders by making disclosures in annual reports. Investors will give more assessment to companies that
have high intellectual capital. The Company discloses intellectual capital in financial statements in order to meet
investor information needs, as well as increase the value of the company. Positive signals from the organization
is expected to get a positive response from the market, it can provide benefits for the company and provide
higher value for the company

Intellectual capital disclosures made by companies are valuable information for investors because they
can help them in reducing uncertainty about future prospects and can make it easier to assess the company.
Good disclosure of intellectual capital also relates to increased transparency and reduction of information
asymmetry between companies and investors, leading to an increase in the value of a company.

On the other hand, disclosure also allows managers to create strategies to achieve the demands of
stakeholders such as investors and to reassure them of the advantages or benefits of company policies. This will
attract investors to give high value to the company. The more intellectual capital information disclosed in the
company's financial statements, the higher the company's financial performance. This has an impact on the
attention or trust of stakeholders to the company and can maintain the welfare or survival of the company, as
well as provide useful information to potential investors, creditors and interested parties with the company's
financial statements.

Disclosure of intellectual capital is very important in Indonesia, although there are no standard
guidelines or rules for measuring intellectual capital. Disclosure of intellectual capital has become a new
necessity applied by companies in Indonesia. Some forms of mandatory disclosure required by the accounting
profession related to physical capital have been communicated to the public properly. Other disclosures, such as
human capital, have adequate needs of the user so as to minimize information gaps. Disclosure of intellectual
capital is important in the company's annual report.

3. Corporate governance mechanisms have a positive and significant effect on financial performance

The test results showed that the corporate governance mechanism (MTKP — KK) had a positive effect
on financial performance with a line coefficient of 0.274. This result is significant indicated by a statistical t-
value (2,303) greater than the t-table value (1.96) and p value (0.022) less than 0.05. This indicates that directly
the corporate governance mechanism has a significant influence on financial performance. The results of this
research are in line with the research of Frysa (2011) and Nur (2013) which found that the implementation of
Good Corporate Governance has a significant effect on financial performance

Empirical evidence states that ownership with high professionalism will result in more objective
decisions and can oversee managerial performance effectively. The decisions taken are not in the interest of
certain parties where the manager only acts in the interest of the company and other stakeholders in improving
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financial performance. The sample company has assessed that an important element in the effectiveness of the
board of commissioners is to have an independent commissioner. Therefore, the ownership structure with a
proportional amount is considered to affect the decision-making process will be more objective so that it will
improve the company's financial performance. In general, manufacturing companies in this research have
applied the principles of good governance.

This result is also in line with stakeholder theory because this theory is related to parties related to the
company; affected and affected by the company's activities. Consequently, managerial, institutional, and
independent ownership structures can improve the company's financial performance due to the increasing
effectiveness in monitoring management in carrying out its duties. Furthermore, these results also prove that the
proportion of independent commissioners has a significant effect on better corporate governance tends to and
generates profits. Thus, the company's accounting procedures that have been referred to international audit and
accounting standards are assessed to help users of financial statements in observing healthier financial
performance comparisons and resulting in more effective evaluations.

Furthermore, the proportion of independent ownership also has a positive impact. The greater the
number of independent board of commissioners in the company, the more effective it will be to monitor the
managers and ultimately the company's financial performance will increase. On the one hand, a large number of
commissioners can result in poor performance, but the manufacturing companies in this study prove otherwise.
The number of commissary board members becomes an advantage in carrying out their respective roles,
including communication and coordination between members of the board of commissioners who are more alive
and democratic.

4. The intellectual capital component has a positive and significant effect on the company's value

The test results showed that the intellectual capital component had a positive effect on the company's
value (KMI — NP) with a line coefficient of 0.209. This result is significant indicated by a statistical t-value
(2,635) greater than the t-table value (1.96) and p value (0.009) less than 0.05. This indicates that directly the
intellectual capital component has a significant influence on the value of the company. This research is in line
with some previous research results (Riza, 2013; Awaluddin, 2014; Utami, 2018).

The test results successfully proved that intellectual capital has a direct effect on the company's value.
This means that the market has given higher valuations to companies (samples) that have higher intellectual
capital, by looking at who is managing and how the company is managing. The findings of this study indicate
that market appreciation in a company is not only based on physical resources owned but also intellectual capital
owned by the company, investors also focus on intellectual resources owned by the company (Sunarsih and
Mendra, 2012). In this research, manufacturing companies are considered to have paid more attention to the
intellectual capital of the company so that the resources owned can be utilized fully to improve the company's
financial performance.

Effective management and use of intellectual capital by the company will increase market appreciation
to the company's market value so that it is proven to be able to increase the value of the company in this study
measured by the price to book value (PBV) ratio. If the company has competent, creative, and efficient
employees, it will not waste time or incur unnecessary costs. If the company has sufficient financial funds,
investors expect that later the financial funds can be used for investments, buying shares of other companies,
and distributing dividends to investors.

The greater VAIC, the more efficient the use of corporate capital so as to create value added for the
company. So in appreciating the market value of investors have considered the influence of intellectual capital
owned by the company. So in assessing the company investors not only look at the company's share price but
also see the intellectual capital owned by the company. This shows the importance of intellectual capital for
companies so that investors are interested in investing. So, if the intellectual capital of the company is high, then
the value of the company is also high, so it can attract investors to invest because investors give high value to
the company.

Furthermore, referring to The Resources Based Theory (RBT), a company is perceived as a collection
of assets as well as tangible and intangible capabilities (Firer and Williams, 2003). In this theory there is an
assumption that the company can create the value of the company by managing and using the maximum capital
assets or physical resources in accordance with the ability owned by the company. When capital assets are able
to be managed effectively and efficiently, it will encourage the improvement of the company’s performance. The
company's good performance will be responded positively by stakeholders, one of which is investors.

Another component of the company's capital is quality human resources (HCE). The company must
also be able to manage human resources to the maximum so as to create value added and competitive advantage
of the company that can ultimately increase value for the company. HCE shows how much value added can be
generated with funds spent on labor. The results of this study can prove that from every fund spent on human
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capital can be managed efficiently and can generate added value for the company to increase the value of the
company. Companies with high HCE values can contribute to an increase in the company's value.

In RBT theory, companies that are able to meet the needs of routine processes and structures that
support employees' efforts to produce optimal business performance and intellectual performance will create
value added for the company. On the other hand, the capital facilities and infrastructure owned by the company
(SCE), such as databases, software, and organizational structure is expected to support the performance of all
employees to be more optimal and able to provide added value for the company in the eyes of investors. The
results prove that the company in this research is able to create value added for the value of the company. It can
also be indicated that the company's SCE is able to meet the needs of routine processes and structures that
support employees' efforts to produce optimal business performance and intellectual performance will create
value added for the company.

Therefore, when intellectual capital is managed to the maximum can lead the company to a good
performance indicated by the company, which will later attract many investors to invest in the company, so that
the company's market value will also increase. The Company has also paid attention to intellectual capital that
will eventually bring future profits to the company, where the knowledge will become intellectual capital when
created, maintained and transformed and managed properly.

5.  Disclosure of intellectual capital has a positive and significant effect on the company's value

The test results showed that intellectual capital disclosure had a positive effect on the company's value
(PMI — NP) with a track coefficient of 0.188. This result is significant indicated by a statistical t-value (2,031)
greater than the t-table value (1.96) and p value (0.044) less than 0.05. This indicates that direct disclosure of
intellectual capital has a significant influence on the value of the company. These results are consistent with
several previous studies (Liana, 2009; Riza, 2013; Awaluddin, 2014).

The results of the study successfully proved empirically that there is a significant influence between the
disclosure of intellectual capital and the value of the company or market capitalization. Higher disclosure of
intellectual capital will provide credible or trustworthy information, and will reduce investors' errors in
evaluating the company's share price, while increasing market capitalization. That is, companies that disclose
more intellectual capital components in their annual reports tend to have higher market capitalization value.
Thus, manufacturing companies in this research assess the disclosure of intellectual capital is not only limited to
voluntary activities, but rather a corporate obligation and responsibility to stakeholders in Indonesia.

The results of this study also indicate that signals conveyed by companies through disclosure of
intellectual capital can reduce information asymmetry. The more items in the intellectual capital disclosure
index disclosed in the company's prospectus (Resources, Customer, Information, Technology, Processes,
Research and Development), the easier it will be for potential investors to know the company's overall prospects
and performance, so that potential investors will give higher valuations to companies that multiply intellectual
capital disclosure. In this case, prospective investors believe that only high quality companies are willing to
expand intellectual capital disclosure. Signal theory states that high quality companies will give adequate signals
to the market, so that the market can distinguish between good quality and bad companies. In order for the
signal to be effective, the signal must be captured by potential investors and perceived as good and not easily
imitated by a good quality company.

In addition, it should be noted that in terms of intellectual capital owned by the company, investors are
more likely to use qualitative information (intellectual capital disclosure) than quantitative (intellectual capital
performance) in the investment decision making process.

6. Corporate governance mechanisms have a positive but insignificant effect on the company's value

The test results showed that the corporate governance mechanism had a positive effect on the
company's value (MTKP — NP) with a line coefficient of 0.143. However, this result has no significant effect
because the t-statistical value (1,815) is less than the t-table value (1.96) and p value (0.071) is greater than 0.05.
This indicates that directly the corporate governance mechanism has no significant effect on the company's
value. These results contradict previous research conducted by Frysa (2011) and Nur (2013).

In general, the purpose of good corporate governance is to maximize the value of the company by
improving GCG principles so that the company can compete both nationally and internationally. However, the
results showed that corporate governance as measured by managerial, institutional, and independent ownership
had no significant effect. This result is possible because samapel manufacturing companies have not been
maximal in applying the number and ownership structure that has been in accordance with company regulations.
As a result, this was poorly responded by the market and showed that the company has not optimized the role of
good supervision and management performance in managing their manufacturing companies. This result also
confirms that the company has not obtained maximum added value.
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Furthermore, the factor that makes the results insignificant is because the company has not
proportionately regulated the managerial ownership structure. This is fatal, considering that to meet the interests
of shareholders, the structure and processes of the company are a major concern in corporate governance and
ensure the fairness, responsibility, and conduct of the company is transparent and accountable. This result is
proof that both public and non-public can be considered as good corporate governance (GCG) as an effort to
improve the company's performance and value. To overcome this, manufacturing companies are required to
regulate the amount of managerial ownership in their companies.

In addition, literature on institutional ownership states that institutional ownership encourages
management supervision to protect its investments. Unfortunately, in this research, manufacturing companies
have not paid special attention to institutional ownership, whereas the company's high value will be followed by
higher shareholder wealth. It should be noted that due to high economic risks, investors want to provide
supervision to management, and want to ensure that management does not conduct activities that harm
shareholder value. Institutional ownership will minimize the management of opportunistic space and also reduce
conflicts between management and shareholders.

7. Financial performance has a positive and significant effect on the company's value

The test results showed that financial performance had a positive effect on the company's value (KK —
NP) with a line coefficient of 0.429. This result is significant indicated by a statistical t-value (5,498) greater
than the t-table value (1.96) and p value (0.000) less than 0.05. This indicates that financial performance has a
positive and significant influence on the company's value. These results are relevant to previous research
referenced in this study.

The value of the company is reflected in the company's share price, and this is inseparable from the
influence of the company's financial performance. The company's financial performance factors (RETURN on
assets (ROA), return in equity (ROE), and revenue growth (RG) are considered capable of creating added value.
These results corroborate the theory underlying the research, namely the higher the financial performance, the
higher the company's value. Increasing profit is one of the important factors for the creation of sustainable
competitive advantages of the company and will ultimately have an impact on the increase in the share price.
The increase in the share price is a form of investor appreciation of the company's performance as well as
confidence in future performance improvement which certainly provides added value for the company. For
investors, manufacturing companies in this sample have added value that can strengthen their investment
decision making.

In general, investors conduct an overview of a company by looking at the financial ratio as an
investment evaluation tool, because the financial ratio reflects the high low value of the company. If investors
want to see how much the company generates a return on the investment they will invest, what will be seen first
is the profitability ratio, especially ROE and EPS, because this ratio measures how effectively the company
generates returns from the stock spread for investors. Profitability ratio affects the value of the company as
reflected in its share price, where the variables used for its financial performance are ROA, ROE, and RG. This
is because high profits will also provide a good company prospect so that it can respond to investors to increase
demand for stocks. Increased demand for stocks will cause the value of the company to increase.

The company's financial performance in this study was measured by Earning per share. EPS (Earning
Per Share) or earnings per share indicates the level of profit earned for each common share. EPS can be obtained
by dividing the company's net profit by the number of shares outstanding. The company's ability to generate
earnings per share is an indicator of the company's financial fundamentals that are often used as a reference to
make investment decisions in stocks. If the EPS increases, the company's profit will increase and the impact on
the profit that investors will get will be greater. With the increasing level of profit, investors will be interested in
buying shares of the company. However, conversely, if EPS decreases, the profit that will be obtained by
investors will be smaller and impact the demand for company shares to fall so that it will lower the value of the
company.

In investing in the Stock Exchange, investors will show various aspects, one of which is earnings per
share (EPS). EPS is one of the indicators that can show the performance of the company, because the size of the
EPS will be determined by the company's profit. If the ratio obtained is high means the company can be said to
be well established (mature). The greater the EPS, the greater the profit obtained by the company so that the
value of the company can increase and prospective investors are interested in investing in the company.

With regard to ROA, the results showed that the positive ROA value indicated that of the total assets
used to operate, the company was able to earn profit. For investors, the assessment of the company's ability to
make a profit is very important. The bigger the company makes a profit, the better the financial performance, so
the value of the company will rise.
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8. The intellectual capital component has a positive and significant effect on the company's value through
financial performance

The test results showed that the influence of intellectual capital components on the company's value
through financial performance (KMI — KK — NP) had a positive path coefficient of 0.186. This result is
significant indicated by a t-statistical value (2,325) greater than the t-table value (1.96) and p value (0.021) less
than 0.05. This indicates that financial performance can mediate influence between the intellectual capital
component and the company's value in a positive and significant way. These results support some previous
research conducted by Riza (2013), Awaluddin (2014), and Utami (2018).

The results showed that financial performance as an intervening variable is able to mediate the
relationship between intellectual capital and the value of the company although it is not stronger than the direct
influence of intellectual capital to the value of the company. The indirect influence of intellectual capital on the
company's value indicates that financial performance is a variable that mediates the relationship of intellectual
capital and the value of the company. The results of this study successfully proved the researchers' allegations
about the influence of financial performance that mediates the relationship of intellectual capital and the value
of the company. Although the value is smaller than the coefficient of a direct relationship so that the actual
relationship is a direct relationship. The results also imply that manufacturing companies in this research are
considered capable of managing intellectual capital is believed to be able to create value added and able to
create competitive advantages by conducting innovations, research and development that will boil down to
improving the company's financial performance. Furthermore, the improvement in financial performance will
attract investors so as to increase the value of the company because investors become interested in investing in
the company

In relation to stakeholder theory, it is explained that all the company's activities boil down to the
creation of value, ownership and utilization of intellectual resources allowing the company to achieve
competitive advantages and increase added value (Sunarsin and Mendra, 2012). Investors will give more
appreciation to companies that are able to create added value on an ongoing basis. By using intellectual capital
owned, companies can use it to manage their assets to be more efficient. The more efficient the company in
managing its assets, the profitability will increase, so that the company's financial performance will also
increase. So if the financial performance improves which is characterized by an increase in profitability, this
will attract investors so as to increase the value of the company because investors become interested in investing
in the company.

9. Its disclosure of intellectual capital has a positive and significant impact on the company's value through
financial performance

The test results showed that the effect of intellectual capital disclosure on the company's value through
financial performance (PMI — KK — NP) had a positive path coefficient of 0.212. This result is significant
indicated by a statistical t-value (3,118) greater than the t-table value (1.96) and p value (0.002) less than 0.05.
This indicates that financial performance can mediate the influence between the disclosure of intellectual capital
and the company's value in a positive and significant way. These results confirm the previous research
referenced in this study.

Disclosure of intellectual capital has an indirect positive effect on the value of the company with the
company's performance as an intervening variable. Financial performance as an intervening variable is able to
mediate the relationship between intellectual capital disclosure and corporate value. With the increasing
financial performance, the market will respond positively so that the value of the company will increase. The
influence of intellectual capital on the value of companies with financial performance as a liaison shows the
results that intellectual capital has an influence on the value of the company mediated by the financial
performance of return on equity (ROE) and earning per share (EPS). This indicates that, the market will give
more value to companies that have good financial performance and who report voluntarily about their
intellectual capital. With the intellectual capital statements in the company's annual report will support investors
in the decision to invest, so that investors will believe in the company's prospects in the future.

Referring to legitimacy theory, companies are encouraged to make voluntary disclosures as a form of
accountability for social contracts held between the company and the surrounding community. Companies tend
to disclose information through disclosure when there is a special need to increase its legitimacy. This need
arises when the physical capital owned by the company, which is usually a symbol of success in the traditional
economy. The company's strong legitimacy status also means public confidence that the company operates in
accordance with what is expected by stakeholders, namely operations that improve the company's performance.

In general, manufacturing companies began to view disclosure of intellectual capital as essential, and
tended to describe the intellectual property aspects of the company. Although disclosure of intellectual capital is
still voluntary, it does not cloud the company's intention to continue reporting so that the company's value can
be created through positive financial performance.
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10. Corporate governance mechanisms have a positive and significant effect on the company's value through
financial performance

The test results showed that the influence of corporate governance mechanisms on the company's value
through financial performance (MTKP — KK — NP) had a positive path coefficient of 0.164. This result is
significant indicated by the t-statistical value (2,130) greater than the t-table value (1.96) and p value (0.035)
less than 0.05. This indicates that financial performance can mediate the influence between the corporate
governance mechanism and the company's value in a positive and significant manner.

The role of financial performance variables as intervening variables proved to significantly influence
the relationship between corporate governance and corporate value. The proportional number of managerial and
institutional ownership is considered capable of aligning the interests of management and shareholders, so that
the company's objectives in achieving high corporate value can be achieved. In agency theory, information
asymmetry can occur between managers and company owners. This is because managers who interact directly
with the company's activities so that it has complete information about the company it manages, while the owner
of the company does not interact directly with the company's activities but only relies on reports provided by the
manager. Therefore, company owners have less information than managers.

Increasing the value of the company requires the role of the board of commissioners, the structure of
corporate governance - to be very important and strategic in realizing and maintaining the company's control
system, so as to produce good performance. The company's good performance will be responded positively by
the market, and that is reflected in the company's value. financial performance in this study in the proxy using
ROE is one of the important information in assessing the company's condition both short and long term. This
information is closely related to the company's growth potential and will ultimately affect the level of investor
confidence in stock demand.

Corporate governance and financial performance are signals for investors in decision making. Good
corporate governance in managing and managing good organizational resources can increase the company's
short-term profit in generating profit for the company. So that the company's financial performance will improve
in line with the improvement of good corporate governance. The increasing financial position of the company,
the better the value of the company in the eyes of investors. Therefore, the company's financial performance is
able to mediate the relationship between corporate governance and corporate value.

VI. Conculusions And Sugestions

In accordance with the empirical results found in this research, it is important for each company to
manage a managerial system that is good for both physical and non-physical aspects (knowledge) so as to
provide value for the company. This can be done among others by conducting employee training, technological
and information advances and the creation of organizational procedures. In addition to raising awareness of the
technical ability to assess intellectual capital in financial statements, the company can send its employees to
attend seminars or trainings on intellectual capital that are still being developed. As well as its implications for
investors, it is recommended to pay attention to intellectual capital and financial performance of companies that
can increase the value of the company before deciding to make an investment. In addition, the company should
continue to increase its attention to intangible assets, because it will be an important key factor for the company
in the future to have a competitive advantage over other companies, it will be an advantage for the company that
will become capital in order to win competition between companies and increase the value of the company.
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