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Abstract

Purpose: This study examines the effect of intellectual capital on
firm value and the moderating role of profitability. Due to
inconsistent findings regarding the value-creating role of
intellectual capital, this study investigates whether profitability
strengthens the relationship between intellectual capital and firm
value.

Research Methodology: This study uses secondary data from
manufacturing companies listed on the Indonesia Stock Exchange
during 2022-2024. Hypotheses were tested using moderated
regression analysis with the Hayes test in SPSS version 26.
Results: The findings show that intellectual capital has a
significant negative effect on firm value, while profitability has a
significant positive effect. Furthermore, the interaction between
intellectual capital and profitability positively affects firm value,
indicating that profitability strengthens this relationship.
Conclusions: Intellectual capital does not directly create firm
value and may initially be perceived as a cost. However, higher
profitability enables firms to maximize the value-creating
potential of intellectual capital.

Limitations: This study is limited to Indonesian manufacturing
companies and measures intellectual capital using only the VAIC
method.

Contributions: This study contributes by demonstrating that the
effect of intellectual capital on firm value depends on
profitability. The findings highlight profitability as an important
mechanism that enhances the value relevance of intellectual
capital.
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1. Introduction

In the era of global competition, firm value has become a crucial indicator of corporate performance,
as it reflects investors' perceptions of a company's current performance and its future growth
prospects. High firm value is crucial for shareholders, as it reflects their wealth and boosts market
confidence in the business's sustainability (Enjelika & Budiasih, 2025). Firm value is commonly
measured using the Price-to-Book Value (PBV) ratio, which reflects the relationship between a
company's market value and its book value. This ratio serves as an indicator of market perception by
revealing whether a firm's shares are valued above or below their accounting value, thereby signaling
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whether the stock is perceived as overvalued or undervalued. To maximize firm value, companies are
increasingly leveraging competitive advantages through the optimization of intangible assets.

Intellectual Capital (IC) is defined as a collection of intangible assets comprising human knowledge,
structural processes, and relational networks that enable a company to innovate and enhance
operational efficiency. Based on the Resource-Based Theory (RBT), IC constitutes a strategic asset
that generates sustainable competitive advantage due to its valuable, rare, and inimitable
characteristics. Disclosing information regarding intellectual capital is expected to signal the
company's growth potential positively to the market, theoretically driving an increase in both market
valuation and firm value (Kusmawati & Anisah, 2025). Intellectual capital is now essential for
companies to stay competitive. Management cannot rely solely on physical resources but must also
leverage intellectual capital (Widyastuti, Parianom, & Permana, 2021). Utilizing intellectual capital
creates added value because competitors do not possess it. value-added intellectual capital focuses on
improving financial reports (Ulum, Rizqiyah, & Jati, 2016).

Research findings regarding the impact of intellectual capital on firm value remain inconsistent.
Kusmawati and Anisah (2025) report a positive relationship, whereas others find a negative impact on
firm value (Burhanuddin, Alfurkaniati, Saputra, Arifin, & Pangestu, 2025). However, these conflicting
findings indicate not only empirical inconsistency but also an unresolved theoretical issue concerning
the conditions under which intellectual capital can create firm value. From the resource-based view,
intellectual capital represents a strategic resource, but its contribution to firm value depends on the
firm's ability to effectively deploy and transform knowledge-based resources into economic benefit.
When financial capacity is limited, investments in intellectual capital may be perceived as short-term
costs that reduce current return without generating immediate financial benefits, potentially
diminishing their value relevance to investors. Conversely, firms with stronger profitability may have
greater capacity to absorb such investment and convert intellectual capital into operational efficiency,
innovation, and competitive advantages. Therefore, the value-creating effect of intellectual capital
may not be uniform across firms but may depend on their financial condition. In this context,
profitability may serve as a boundary condition that determines when and to what extend intellectual
capital can be translated into firm value.

To address this inconsistency, this study employs profitability Return on Equity (ROE) as a
moderating variable. Profitability reflects management's efficiency in utilizing resources to generate
profit and serves as a crucial signal to investors regarding corporate performance (Kesuma &
Ratnawati, 2025). Based on Signaling Theory, high profitability indicates effective intellectual capital
management, as the company successfully transforms knowledge or intangible assets into tangible
financial returns. By demonstrating high profitability, a company can strengthen the positive
relationship between intellectual capital and firm value while simultaneously mitigating negative
market perceptions regarding the costs associated with developing intangible assets (Angelicia,
Ikhsan, & Helmi, 2025).

This study aims to examine the effect of intellectual capital on firm value and determine whether
profitability moderates this relationship. To provide a more comprehensive assessment of the
determinants of firm value, institutional ownership (I10), leverage (DER), firm size (SIZE), and
liquidity (CR) are included as control variables.

The novelty of this study lies in positioning profitability as a boundary condition in the relationship
between intellectual capital and firm value. Rather than assuming that intellectual capital consistently
creates value, this study examines whether its value-creating potential depends on the firm's ability to
generate sufficient financial returns. This approach provides a potential explanation for the
inconsistent findings of prior studies and extends the application of signaling theory by highlighting
profitability as a signal that may influence how investors interpret the value of intellectual capital.

The findings provide implications for management by emphasizing that investments in intellectual
capital should be supported by the ability to generate profitability. For investors, the results offer a
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basis for evaluating intellectual capital not only form the resources invested but also from the firm's
profitability in converting those resources into economic value.

2. Literature Review and Hypotheses Development

2.1 Resource-Based Theory

Resource-Based Theory (RBT) explains how firms achieve sustainable competitive advantage through
the possession and effective management of resources that are valuable, rare, difficult to imitate, and
non-substitutable (Burhanuddin, Alfurkaniati, Saputra, Arifin, & Pangestu, 2025; Kusmawati, &
Anisah, 2025; Ionita, & Dinu, 2021). From this perspective, competitive advantage does not arise
merely from owning strategic resources, but from the firm's ability to deploy and combine these
resources effectively to generate economic benefits. Effective resource management enables firms to
improve operational performance and strengthen their ability to create value (Suhadi, 2024).

In a knowledge-driven economy, intellectual capital represents an important strategic resource
because it embodies knowledge, capabilities, organizational processes, and relationships that can
support value creation (Rohim, Ramadhan, Sucipto, & Sandy, 2026; Sulasmiyati, Hafna, & Sirivanh,
2025). However, the possession of intellectual capital alone does not automatically generate firm
value. Its economic contribution depends on the firm's ability to transform knowledge-based resources
into productive outcomes. For example, investments in employee capabilities and information system
can improve efficiency, innovation, and decision making, which may subsequently enhance
productivity and competitive advantage. These outcome can generate future economic benefits and
ultimately increase investors' assessment of the firm's growth potential and firm value (Enjelika, &
Budiasih, 2025; Kusmawati and Anisah, 2025).

The RBT perspective further suggests that the effectiveness of strategic resources is influenced by the
firm's capacity to deploy and exploit them. In this context, profitability represents an important
indicator of the firm's ability to convert its resources into financial returns (Angelicia, Ikhsan, &
Helmi, 2025; Mabhirun, Prasetiani, Ulum, Taruna, Meliza, & Qolbina, 2025). Firms with stronger
profitability generally possess greater financial capacity to sustain investments in intellectual capital
and to absorb the cost associated with developing intangible resources. More importantly, higher
profitability may indicate that the firm's existing resources are being utilized effectively, increasing
the likelihood that intellectual capital can be transformed into operational efficiency, innovation, and
competitive advantage (Angela, & Rusmanto, 2025; Rohim et al., 2026).

Conversely, when profitability is low, investments in intellectual capital may impose substantial short-
term costs without generating immediate financial returns. Under such conditions, the benefits of
intellectual capital may be less visible to investors, while its associated costs may be reflected more
immediately in financial performance. Consequently, intellectual capital may not translate directly
into higher firm value despite its potential as a strategic resource. This suggests that the value-creating
role of intellectual capital is not uniform but depends on the firm's ability to effectively utilize and
convert such resources into economic outcomes. Therefore, from an RBT perspective, profitability
can be conceptualized as a boundary condition that influences the extent to which intellectual capital
contributes to firm value. Higher profitability strengthens the firm's capacity to leverage intellectual
capital and convert knowledge-based resources into economic benefits that are recognized by the
market. Thus, the relationship between intellectual capital and firm value is expected to become
stronger as profitability increases. This perspective provides a theoretical basis for examining
profitability as a moderating variable in the relationship between intellectual capital and firm value.

2.2 Signaling Theory

Signaling Theory explains how firms communicate information to external stakeholders to reduce
information asymmetry between managers and investors (Mahirun et al., 2025; Sulasmiyati et al.,
2025; Savitri et al., 2020). This signal serves as indicators for investor before making investment
decisions regarding the company's condition (Whetyningtyas et al., (2025). Managers generally
possess more comprehensive information about the firm's resources, capabilities, and future prospects
than external investors. This information asymmetry creates uncertainty regarding the firm's actual
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condition and future performance. Therefore, firms can provide credible signals through financial and
non-financial information disclosed in annual reports to influence investor perceptions and investment
decisions (Andriani et al., 2026; Angela & Rusmanto, 2025; Intara & Sangwichitr, 2026).

In this study, Signaling Theory complements RBT by explaining how the benefits generated from
intellectual capital may be interpreted by the market. While RBT explains the internal mechanism
through which intellectual capital can become a source of competitive advantage and economic value,
Signaling Theory focuses on how information about the firm's performance can reduce investors'
uncertainty regarding the effectiveness of these resources. Intellectual capital itself may be difficult
for external investors to directly observe or evaluate because its benefits are often intangible and
realized over time. Consequently, investors may rely on observable financial outcomes to assess
whether the firm's intellectual capital is being utilized effectively.

Profitability is particularly relevant in this context because it provides an observable financial signal
of the firm's ability to generate returns from its resources. Higher profitability may strengthen the
credibility of the signal that the firm's intellectual capital is being effectively utilized to generate
economic benefits. When strong profitability accompanies substantial intellectual capital, investors
may be more likely to interpret the firm's intangible resources as productive assets rather than merely
as costs, thereby increasing their confidence in the firm's future prospects and market value (Angelicia
et al., 2025; Kesuma & Ratnawati, 2025; Sulasmiyati et al., 2025). Overall, signaling theory
emphasizes that the disclosure of transparent, high-quality information is a crucial instrument for
companies to attract investor interest, reduce market-perceived risk, and ultimately maximize firm
value (Angela & Rusmanto, 2025; Mabhirun et al., 2025; Rohim et al., 2026; Sulasmiyati et al., 2025).

Conversely, when profitability is low, the economic benefits of intellectual capital may be less evident
to investors. The costs associated with developing knowledge, employee -capabilities, and
organizational systems may become more visible than their future benefits, resulting in greater
uncertainty regarding the value-creating potential of intellectual capital. Thus, profitability can
function as a confirmatory signal that helps investors evaluate whether intellectual capital has been
successfully transformed into economic outcomes.

Accordingly, this study assigns distinct roles to the two theoretical perspectives. Resource-Based
Theory provides the primary theoretical foundation for the relationship between intellectual capital
and firm value by explaining how intellectual capital can generate competitive advantage and
economic benefits. Signaling Theory complements this explanation by providing the theoretical basis
for the moderating role of profitability, as profitability serves as an observable signal that can
strengthen investors' recognition of the value generated from intellectual capital. The integration of
these perspectives suggests that the market value of intellectual capital depends not only on the firm's
possession and utilization of knowledge-based resources but also on the financial outcomes that signal
their effectiveness to investors.

2.3 Intellectual Capital on Firm Value

Based on Resource-Based Theory (RBT), Intellectual Capital (IC) is viewed as a collection of
intangible assets essential for creating firm value. Effective IC management should provide a
competitive advantage and serve as a positive signal to investors regarding future growth prospects.
However, prior studies have yielded inconsistent results concerning the impact of intellectual capital
on firm value.

Previous research indicates that sound IC management can enhance market valuation (AlObaid &
Qasem,_2025). Similar findings were reported by Kusmawati and Anisah (2025), who stated that
optimizing intangible assets is crucial for boosting an entity's competitiveness and market value.
Conversely, studies by Angelicia, Ikhsan, and Helmi (2025) and Le (2023) found that intellectual
capital has no significant impact on firm value. This is attributed to investors focusing more on
tangible financial indicators rather than on intangible assets, which are difficult to measure.
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Some studies have even shown a negative impact of intellectual capital on firm value. Research by
Burhanuddin, Alfurkaniati, Saputra, Arifin,_and Pangestu (2025) identified a negative effect, where
substantial investment in intellectual capital was perceived as a short-term financial burden. This
occurs because the costs associated with developing intangible assets such as employee training can
weigh on the company without yielding immediate, tangible returns. These inconsistent findings
suggest that the impact of intellectual capital on market value depends heavily on the industry context
and investor risk perceptions. Given these conflicting findings, the hypothesis proposed in this study
is:

H;: Intellectual capital negatively influences firm value

2.4 Profitability on Firm Value

Profitability is a key indicator reflecting management's efficiency in generating profit from capital
invested by shareholders. In this study, profitability is proxied by Return on Equity (ROE), which
measures a company's ability to generate net income using its equity. Based on signaling theory, high
level of profitability gives signal of strong performance and promising future prospects. This can
increase investor confidence and increasing the company's value, as reflected in the Price-to-Book

Mahirun et al. (2025), in their study of companies listed on the IDX80 index, found that ROE has a
positive influence on PBV. Similar findings were reported by Sulasmiyati et al. (2025) regarding the
healthcare sector and by Kesuma and Ratnawati (2025) regarding the banking sector; both studies
identified profitability as a dominant factor in enhancing market valuation. Alexander et al. (2026),
found that profitability can increase the firm value in manufacturing companies. Consistent with
Resource-Based Theory (RBT), companies capable of profitably managing their resources are viewed
as possessing a unique competitive advantage, thereby attracting investor capital.

However, inconsistencies in research findings indicate the existence of a research gap. A study by
Khalifaturofi'ah and Setiawan (2025) on Indonesia's real estate sector found that profitability had no
effect on firm value. Furthermore, Andriani et al. (2026) noted that profitability (ROA and ROE) did
not mediate the relationship between green banking disclosure and firm value in Sharia banks,
suggesting that the market may respond more strongly to non-financial signals Such as sustainability
than to short-term profits. These inconsistent results reinforce the argument that the impact of
profitability on market valuation depends heavily on specific economic conditions and industry
characteristics. Based on the arguments above, the proposed hypothesis is:

H:: Profitability influences Firm Value

2.5 Profitability as a Moderating Variable in the Relationship between Intellectual Capital and
Firm Value

Based on Resource-Based Theory (RBT), firms can achieve sustainable competitive advantage by
managing strategic resources in the form of intellectual capital (IC). Intellectual capital often
measured using the Value-Added Intellectual Coefficient (VAIC) encompasses the efficiency of
human capital, structural capital, and physical capital. Effective IC management signals positive
future growth potential to the market, ultimately enhancing firm value as reflected in the Price-to-
Book Value (PBV) ratio.

Currently, there remain inconsistencies in research findings regarding the impact of intellectual capital
on firm value. Some studies indicate that IC has no effect on market value. In fact, recent research by
Burhanuddin et al. (2025) reports a negative impact of intellectual capital on firm value, suggesting
that substantial investments in intangible assets may be perceived by investors as short-term, cash-
draining costs that do not yield immediate returns.

These inconsistencies highlight the need for a moderating variable to clarify the relationship.
Profitability, proxied by Return on Equity (ROE), reflects management's efficiency in generating
profit from existing capital. High profitability serves to confirm to investors that the firm has
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successfully converted intangible assets (IC) into tangible financial gains.

Savitri et al. (2020) found that profitability positively moderates the relationship between intellectual
capital and firm value in the financial sector. This is because highly profitable firms possess greater
capacity to motivate employee innovation and strengthen organizational structures, thereby
amplifying the impact of IC on market valuation. Additionally, Astuti and Ahmar (2025) found that
financial performance strengthens the relationship between green intellectual capital and firm value.

However, other studies offer a different perspective, showing that profitability sometimes fails to act
as a significant moderator or mediator in this relationship—particularly in the post-pandemic banking
sector or the real estate sector. This indicates that the role of profitability as a moderator may vary
depending on the industry context, firm size, and macroeconomic conditions. Based on the premise
that high profits validate the effectiveness of intellectual capital utilization in the eyes of investors and
reduce the perceived investment risk associated with intellectual capital, the following hypothesis is
proposed:

H;: Profitability positively moderates the effect of intellectual capital on firm value, such that
the negative effect of intellectual capital on firm value becomes weaker as profitability
increases

Based on the theoretical foundations outlined above, the research model is illustrated as Figure 1 :

Intellectual Capital = > Firm Value
(1c) 4 (PBV)

|
|

H3 |
i
!_] Profitability

(ROE)

l(r;stimtit;]r.nal Leverage Firm Size Liquidity
w(nle(:; ip (DER) (SIZE) (CR)

Control Variables

Note:
———p  Direct Effect
..... P Moderating Effect

Figure 1. Research model

3. Research Methodology

This research using quantitative approach, relying on numerical data and emphasizing systematic
collection and statistical analysis. The research examine how intellectual capital (IC) affects firm
value, measured using the Price to Book Value (PBV) ratio. To better understand this relationship,
profitability (ROE) is introduced as a moderating variable, while institutional ownership (10),
leverage (DER), firm size (SIZE), and liquidity (CR) are included as control variables.

The analysis focuses on manufacturing companies listed on the Indonesia Stock Exchange (IDX).
Data are drawn from audited annual reports and financial statements available on the official IDX
website (www.idx.co.id). The sample was selected using purposive criteria: firms must have been
consistently listed between 2022 and 2024, publish financial statements and annual report that contain
information needed, report financials ending on December 31, present figures in Rupiah, show
positive net income, and have an institutional ownership throughout the observation period. Table 1
represent the sampling process:
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Table 1. Sampling process

Criterias Total Companies Total Data
Manufacturing companies
listed on IDX during 2022- 269 807
2024

Manufacturing companies that
did not publish financial
statements and annual report
during 2022-2024 or did not (45) (135)
provide complete data required
for the study

Manufacturing companies that
did not publish annual financial
statements with a fiscal year 3) ©)
ending on December 31 during
2022-2024

Manufacturing companies that
did not use Indonesian Rupiah
as the reporting currency in (35) (105)

their financial statements
during 2022-2024

Manufacturing companies that
did not report net income (86) (258)
during 2022-2024

Manufacturing companies that

did not have institutional (19) (57)
ownership during 2022-2024
Total 81 243

To examine the proposed hypotheses, this study employed SPSS software for statistical analysis and
model estimation. The research models are formulated as follows in Formula 1 and Formula 2.
FVy = a+ piICi + B2PROFIT + 3104
+B4LEV + BsSIZE; + BeLIQst + €t

FViy = o+ p1ICy + o PROFITy + B3(ICy x PROFIT)
+P410;t + BsLEVy + BeSIZE + BrLIQs + €4t

(M

2

Formula 1 in this study presents the initial equation, in which profitability is not included as an
interactive term and is treated solely as an independent variable. Model 2 presents the equation used
to examine whether profitability can act as a moderator. In Formula 2, prior to hypothesis testing, the
moderation variable and the variable with which it interacts were first mean-centered. The selection of
control variables refers to the financial ratios used as the basis for decision-making and valuation by
investors. The selected financial ratios have different characteristics and are evaluated differently.

3.1 Firm Value

Firm Value represents the external perception of investors regarding a company's level of success and
its long-term growth potential, which is directly reflected in the market price of its shares (Enjelika &
Budiasih, 2025; Rohim et al., 2026). This study measure firm value using Price to Book Value (PBV),
a financial metric that compares a company's market price per share to its book value per share to
determine whether the share is overvalued or undervalued (Kusmawati & Anisah, 2025; Angela &
Rusmanto, 2025). In this study, firm value is operationalized and measured using the
following Formula 3.
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Market Value per Share
Book Value per Share

PBV =

3)

3.2 Intellectual Capital

Intellectual capital is defined as a set of intangible assets consisting of resources such as information,
Intellectual capital is measured using the Value-Added Intellectual Coefficient (VAIC) developed by
Pulic. VAIC is employed because it provides a standardized and objective measure of the efficiency
with which firms utilize their resources to generate value added. This approach is appropriate for
archival research because its components can be calculated consistently from publicly available
financial statements across firms and periods. VAIC comprises human capital efficiency (VAHU),
structural capital efficiency (STVA), and capital employed efficiency (VACA) capturing the efficiency
of human, organizational, and employed capital in creating value (Le, 2023; Sulasmiyati et al., 2025).

However, VAIC should not be interpreted as a comprehensive measure of the entire intellectual capital
construct. As an accounting-based efficiency measure, VAIC primarily captures how efficiently
resource expenditures are converted into value added and may not fully reflect qualitative and
forward-looking dimensions such as employee knowledge, innovation capability, organizational
culture, and relational capital. This limitation has implications for construct validity, as VAIC may
represent the efficiency of intellectual capital-related resources rather than the full stock or quality of
intellectual capital. Nevertheless, VAIC remains suitable for this study because its standardized
measurement enables consistent comparison across Indonesian manufacturing firms and aligns with
the study's focus on the efficiency of knowledge-based resources in creating value.

Intellectual capital is operationalized using VAIC and measured using the 4:

VAIC =VACA+VAHU + STVA “)

The equations presented in Formula 4 are also accompanied by 5, 6, 7, 8 and 9 , which are presented
in the following section.

Value Added
VACA = Capital Employed )
A
VAHU — Value Added ©)

Human Capital

Structural Capital

= 7

STVA Value Added ™

V A = Comprehensive Income + Employee Cost ®)
Structural Capital = Value Added — Human Capital )
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Description:

VACA = Value Added Capital Employed
VAHU= Value Added Human Capital
STVA = Structural Capital Value Added

3.3 Profitability
Profitability reflects management's effectiveness in generating profits from the resources and equity

invested by shareholders (Pangestuti et al., 2022). Profitability is affected by both internal and
external forces (Oranefo & Egbunike, 2023). This study employs Return on Equity (ROE) as the
proxy for profitability, calculated as net income divided by total equity, to evaluate how efficiently the
firm transforms invested capital into profits (Kesuma & Ratnawati, 2025; Andriani et al.,
2026). Profitability is measured using Return on Equity (ROE), which is calculated as the ratio of net
income to total equity. The calculation of ROE is presented in Formula 10.

Net Income
PROFIT = —M——
Total Equity (10)

3.4 Institutional Ownership

Institutional ownership refers to the proportion of a company's shares held by institutional entities
Adhimursandi,_2021). This variable often serves as an external monitoring mechanism to reduce
information asymmetry and align the interests of management with those of shareholders, since they
have both the capacity and motivation to keep a close eye on management (Rohim, Ramadhan,
Sucipto,_& Sandy, 2026; Hossain, Ahmed, & Md,_2021). In this study, institutional ownership is
measured using the 11:

B Shares Owned by Institutions
 Total Number of Shares Outstanding

(11)

3.5 Leverage

Leverage indicates the extent to which a firm relies on debt as a source of funds to finance its
emphasizing the need for effective management as excessive debt utilization can enhance firm value
(Ishak, 2024). Leverage is operationalized through the Debt-to-Equity Ratio (DER), which is the
comparison between total liabilities and the total equity owned by the company (Khalifaturofi'ah &
Setiawan, 2025; Leeliang_et al., 2026). In this study, leverage is operationalized using the Debt-to-
Equity Ratio (DER) as an indicator of the firm's capital structure and its reliance on debt financing.
The calculation of DER is presented in Formula 12.

Total Liabilities
LEV =
Total Equity (12)

3.6 Firm Size

Firm size refers to the scale or magnitude of a company, which represents its capacity to maintain
financial stability and its access to capital (Andriani, Fikriyah, & Ningtyas, 2026; Mahirun, Prasetiani,
Ulum, Taruna, Meliza, & Qolbina, 2025). This variable is measured using the natural logarithm (Ln)
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of total assets, a transformation applied to make large asset values more comparable to other research
variables (Angela, & Rusmanto, 2025 ; Sulasmiyati, Hafna, & Sirivanh, 2025). Firm size is measured
using the natural logarithm of total assets (Ln Total Assets) to reduce data dispersion and improve
comparability among firms with different asset scales. The formula used to calculate firm size is
presented in Formula 13 .

SIZE = In(Total Assets) (13)

3.7 Liquidity

Liquidity measures a company's ability to meet its immediate, short-term financial obligations in a
timely manner using its current assets (Mahirun et al., 2025). This research uses the Current Ratio
(CR) as an indicator of liquidity, calculated by dividing total current assets by total current liabilities
(Angela & Rusmanto, 2025; Leeliang et al., 2026). In this study, liquidity is operationalized using the
Current Ratio (CR) as a proxy for assessing the firm's short-term financial capacity. The calculation of
the Current Ratio is presented in Formula 14.

Current Assets
LIQ = 14
@ Current Liabilities (14)

4. Results and Discussions

4.1 Descriptive Statistical Analysis

Descriptive statistical analysis serves to provide a foundational summary of research data by outlining
the primary characteristics of the dataset through measures such as the mean, standard deviation,
minimum, and maximum values (Mukaro et al.,_2023). Table 2 shows the statistics descriptive of
variables in this study:

Table 2. Result of statistics descriptive

FV IC PROFIT 10 LEV SIZE LIQ
Mean 2.2299 3.5224 0.1358 0.6835 0.6770 28.6083 3.1551
Maximum 44.8570 15.1152 1.5673 0.9986 6.4659 32.9379 21.5040
Minimum 0.0662 1.1504 0.0018 0.0006 0.0338 24.8278 0.4464
Std. Dev 4.5715 2.1746 0.1709 0.2758 0.7192 1.8735 2.7506
Samples 243 243 243 243 243 243 243
FV =Firm Value, IC = Intellectual Capital, PROFIT = Profitability, IO = Institutional Ownership, LEV = Leverage, SIZE = Firm
Size, LIQ = Liquidity

Based on Table 2, the descriptive statistics provide an overview of the characteristics of the variables
used in this study. Firm value (PBV) has an average of 2.2299, with a relatively high standard
deviation of 4.5715, indicating considerable variation in market valuation among the sampled firms.
This suggests that investors assess companies differently based on their performance and other firm-
specific characteristics. Intellectual Capital (IC) records a mean of 3.5224 and a standard deviation of
2.1746, reflecting moderate variation in firms' ability to utilize knowledge-based resources efficiently.
Meanwhile, profitability (ROE) has an average of 0.1358, with values ranging from 0.0018 to 1.5673,
indicating substantial differences in financial performance across companies. The observed variation
in profitability suggests that firms differ in their ability to generate returns, supporting the expectation
that profitability may influence how effectively intellectual capital contributes to firm value and
reinforcing its role as a moderating variable in this study.
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4.2 Multicollinearity Result
Table 3. Multicollinearity result

Model 1 Model 2
Tol VIF Tol VIF
1C 0.724 1.380 IC_Centre 0.695 1.439
PROFIT 0.558 1.793 PROFIT_Centre 0.365 2.736
10 0.872 1.146 IC*PROFIT 0.407 2.456
LEV 0.536 1.865 10 0.858 1.116
SIZE 0.739 1.353 LEV 0.519 1.962
LIQ 0.719 1.390 SIZE 0.672 1.487
LIQ 0.713 1.403
FV = Firm Value, IC = Intellectual Capital, PROFIT = Profitability, IO = Institutional Ownership, LEV = Leverage,
SIZE = Firm Size, LIQ = Liquidity

Based on the results of the multicollinearity test in Table 3, it is evident that without moderation, there
is no multicollinearity issue, as indicated by a Tolerance value above 0.1 and a VIF below 10. For
Model 2, this study performed mean centering on the variables involved in the interaction. Based on
the results after mean centering, there were no multicollinearity issues, with a Tolerance value above

0.1 and a VIF below 10.

4.3 Hypotheses Testing Result
Table 4. Hypotheses testing result

Model 1 Model 2
Coefficient Sig. Coefficient Sig.

IC -0.355 0.000 -0.753 0.000

PROFIT 24.985 0.000 13.059 0.000

IC*PROFIT 2.478 0.000

10 0.270 0.958 -0.258 0.598

LEV 0.318 0.199 0.124 0.606

SIZE -0.181 0.261 -0.713 0.382
LIQ 0.139 0.014 0.162 0.0029

Adj R Square 0.809 0.824
F 166.517 155.208

F-Sig 0.000 0.000

Sig = 5% FV = Firm Value, IC = Intellectual Capital, PROFIT = Profitability, IO = Institutional
Ownership, LEV = Leverage, SIZE = Firm Size, LIQ = Liquidity

Table 4 shows the Adjusted R-Square in model has a value of 0.809 or 80.9% of the variation in the
dependent variable can be explained by the variation in the independent variables included in this
study, while 19.1% is influenced by the variation in other independent variables not included in the
regression model. Table 4 also show the Adjusted R-Square in model has a value of 0.824 or 82.4% of
the variation in the dependent variable can be explained by the variation in the independent variables
included in this study, while 17.6% is influenced by the variation in other independent variables not
included in the regression model.

Table 4 shows a significance value of 0.000 in model 1 and 2, which is below 0.05. This means that,
collectively, the independent variables can influence the dependent variable, and this research model
is valid. The t-test results for the research model 1 and 2 in table 4 indicates that Intellectual Capital
(IC) has a negative and statistically significant effect on firm value. While many studies expect a
positive outcome, this finding is supported by research suggesting that investments in intellectual
capital can act as a financial burden in the short term (Burhanuddin et al., 2025). Because intellectual
capital such as employee knowledge and specialized organizational processes often lacks immediate
visibility in financial statements, it may fail to enhance firm legitimacy among short-term-focused
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investors, leading to perceived operational inefficiencies (Burhanuddin et al., 2025; Rohim et al.,
2026).

Profitability (ROE) has significant positive effect on firm value in model 1 and 2 with significant
value 0.000. This indicates that ROE is the most dominant factor in increasing market valuation,
confirming that profit is a primary driver in increasing firm value as it reflects operational efficiency
and financial health (Kesuma & Ratnawati, 2025; Mahirun et al., 2025). According to Signaling
Theory, high profitability sends a powerful positive signal to the market regarding a company's
superior prospects for the future, which increases investor expectations and drives up stock prices
(Angela & Rusmanto, 2025; Kesuma & Ratnawati, 2025).

The moderation variable (IC*PROFIT) shows a significant positive moderating effect. This confirms
that profitability strengthens the relationship between intellectual capital and firm value. High
profitability acts as a confirmation tool for investors, validating that management is effectively
allocating its intangible resources to generate tangible financial returns (Sulasmiyati et al., 2025). In
this context, even if IC has a direct negative impact due to short-term costs, higher profitability helps
convince the market of the quality and future potential of those intangible assets (Angelicia et al.,
2025; Kesuma & Ratnawati, 2025).

Table 5. Conditional effect

Profitability Effect t P
-0,1053 -0.6782 -6.8665 0.000%**
-0.0353 -0.5045 -6.6940 0.000%**
0.0975 -0.1754 -2.2354 0.026%**

Based on the simple slope analysis in Table 5, it can be seen that profitability whether low or high
continues to have an effect. However, the key point is the nature of that effect under each condition.
Under conditions of low profitability compared to high profitability, there is a fairly significant
decline. The effect value under low profitability is -0.6782, while under high profitability it drops to
0.1754. This indicates that profitability weakens the negative influence of intellectual capital. In other
words, the research hypothesis stating that profitability can moderate the relationship between
intellectual capital and firm value is supported.

4.4 Discussions
The research shows that intellectual capital has a statistically significant negative effect on firm value,

which means that companies with high levels of intellectual capital do not necessarily have high firm
value. Intellectual capital consisting of human capital, structural capital, and capital efficiency
generally requires substantial investment in employee development, organizational processes,
technological innovation, and knowledge management. Often, the costs incurred actually exceed the
short-term benefits received by the company. Moreover, the returns from such investments in
intellectual capital are not immediately apparent. As a result, investors become more cautious in
making investments, which in turn has a negative impact on firm value.

The results of this study match the theory used in the research, namely Resource-Based Theory
(RBT). This theory looks at capital as a key resource that can help company to create long-term
competitive advantage because it is valuable, rare, difficult-to-imitate, and irreplaceable nature.
However, it is not enough for a company to just having these resources. Companies need to effectively
utilize these resources to generate strong corporate performance, so that the negative effect seen in
this study may indicate that the companies have not yet been fully able to transform their intellectual
capital into something that can increase corporate value. Investors need proof that financial results
have improved before they give a high value to companies with greater intellectual capital.

The negative effect of intellectual capital on firm value can be interpreted through the mechanism of
Signaling Theory. Because intellectual capital is largely intangible and its future benefits are difficult
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for external investors to observe and verify, information about intellectual capital may not constitute a
sufficiently credible signal of future economic performance on its own. When higher intellectual
capital efficiency is not accompanied by strong realized financial performance, investors may place
greater weight on observable financial outcomes and perceive the associated investments as costs
whose benefits remain uncertain. This weakens the positive signal that intellectual capital could
otherwise provide and may contribute to lower firm value. Thus, the negative relationship does not
necessarily imply that intellectual capital lacks economic value, but rather suggests that its value may
not be fully recognized by investors when supporting financial signals are weak. In this context,
profitability provides a more observable signal of the firm's ability to convert its resources into
financial returns, helping explain why stronger profitability can enhance the value relevance of
intellectual capital.

The study's findings also indicate that profitability has a positive and significant effect on firm value,
suggesting that investors place great emphasis on a company's ability to generate returns for
shareholders. Return on Equity (ROE) reflects managerial effectiveness in utilizing shareholders'
funds to generate profits. Therefore, companies with higher profitability are considered to have
stronger growth prospects, lower investment risk, and long-term sustainability.

The research findings also show that profitability significantly moderates the relationship between
intellectual capital and firm value. The positive coefficient of the interaction term (IC x PROFIT)
indicates that profitability reinforces the role of intellectual capital in creating value. Although the
direct effect of intellectual capital is negative, this adverse impact diminishes as profitability
increases.

The findings suggest that the value of intellectual capital depends largely on a firm's level of
profitability. When profitability is low, investments in intellectual capital may be perceived as
additional costs that do not produce immediate financial returns, leading investors to underestimate
their contribution to firm value. However, as profitability improves, firms become more capable of
converting knowledge-based resources into tangible outcomes, such as greater operational efficiency,
innovation, and competitive advantage. Strong financial performance provides credible evidence that
intellectual capital has been managed effectively, making investors more likely to recognize its
economic benefits and incorporate them into firm valuation. These results indicate that profitability
plays a crucial role in strengthening the contribution of intellectual capital to firm value by enhancing
investor confidence in the firm's ability to transform intangible resources into sustainable financial
and economic value.

Regarding control variables, institutional ownership does not have a significant effect on firm value.
Although institutional investors are generally expected to strengthen corporate governance through
more effective oversight, these findings suggest that institutional ownership alone is not sufficient to
influence firm value. This may indicate that institutional ownership in companies tends to be passive,
or that the quality of corporate governance depends more on the effectiveness of oversight than on the
concentration of ownership itself.

Similarly, leverage does not have a significant effect on firm value. These results suggest that
investors do not view a firm's debt level as a factor that creates financial benefits or unduly increases
financial risk. As long as leverage remains within reasonable limits, financing decisions appear to play
a relatively minor role in determining market valuation compared to profitability and liquidity.

Firm size also does not have a significant impact on firm value. These results indicate that larger
companies do not necessarily have higher value than smaller ones. Instead, investors appear to focus
more on operational efficiency, profitability, and a company's future growth prospects than on
organizational scale alone. Large total assets do not necessarily result in high firm value, unless those
assets are utilized efficiently.
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In contrast, liquidity has a positive and statistically significant effect on firm value. This finding
suggests that companies with stronger liquidity are viewed more favorably by investors because they
are better positioned to meet short-term obligations and cope with financial uncertainties. A sound
liquidity position also provides firms with greater financial flexibility, allowing them to sustain stable
operations and seize investment opportunities as they arise. As a result, higher liquidity enhances
investor confidence and contributes to an increase in firm value.

Overall, the findings indicate that intellectual capital, by itself, does not necessarily lead to higher firm
value. Instead, investors appear to value firms that can effectively utilize their intellectual capital to
achieve strong financial performance. This highlights the important role of profitability in translating
knowledge-based resources into economic benefits that are recognized by the market. Accordingly,
managers should focus not only on developing intellectual capital but also on ensuring that these
investments contribute to improved profitability and operational performance. For investors, the
results suggest that assessing a firm's intellectual capital should be accompanied by an evaluation of
its profitability, as the value of intangible resources becomes more evident when they are successfully
converted into superior financial outcomes.

5. Conclusions

5.1 Conclusion

This study finds that intellectual capital has a significant negative effect on firm value among
manufacturing companies listed on the Indonesia Stock Exchange during the 2022-2024 period. The
findings suggest that investments in intangible resources are not always immediately recognized by
the market and may be viewed as short-term costs when they do not generate visible financial
benefits. In contrast, profitability has a significant positive effect on firm value and strengthens the
relationship between intellectual capital and firm value. This indicates that firms are more likely to
realize the value of their intellectual capital when they are able to translate it into strong financial
performance. Among the control variables, only liquidity is found to have a significant positive effect
on firm value, whereas institutional ownership, leverage, and firm size do not show significant
relationships.

From a theoretical standpoint, this study contributes to the literature by providing additional evidence
that supports both Resource-Based Theory and Signaling Theory. The findings suggest that
intellectual capital alone is not sufficient to enhance firm value. Rather, its contribution becomes more
meaningful when supported by strong profitability, which serves as a credible signal of a firm's ability
to convert knowledge-based resources into tangible economic outcomes. By highlighting the
moderating role of profitability, this study also offers an explanation for the inconsistent findings
reported in previous research on the relationship between intellectual capital and firm value.

From a practical perspective, the results imply that managers should view investments in intellectual
capital as part of a broader strategy to improve financial performance rather than as an end in
themselves. Developing employee capabilities, strengthening organizational processes, and
encouraging innovation should be accompanied by efforts to enhance operational efficiency and
profitability so that the market can recognize the value created by these investments. For investors, the
findings emphasize the importance of evaluating intellectual capital together with profitability, as
firms that are able to generate strong financial returns are more likely to convert their intangible
resources into sustainable shareholder value.

5.2 Research Limitations

This study has several limitations. First, the focus on manufacturing companies listed on the IDX
limits the generalizability of the findings to other industries. Second, the three-year observation period
(2022-2024) may not fully capture the long-term benefits of investments in intellectual capital. Third,
the use of VAIC as the sole proxy for intellectual capital may not capture all qualitative and forward-
looking dimensions of intangible resources, as it primarily reflects accounting-based resource
efficiency. Fourth, the observational design does not allow causal relationships between intellectual
capital, profitability, and firm value to be established with certainty. The observed relationships may
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also be affected by omitted variables, such as innovation capability, corporate governance, or research
and development intensity, that are not included in the model. In addition, potential endogeneity may
arise from reverse causality, whereby firms with higher market value or profitability may have greater
capacity to invest in intellectual capital. Future research should therefore employ longer observation
periods, alternative or complementary measures of intellectual capital, and research designs that better
address omitted-variable bias and endogeneity, such as dynamic panel models, instrumental variable
approaches, or other causal estimation techniques. Expanding the sample across industries and
countries may also improve the generalizability and robustness of the findings.

5.3 Suggestions and Directions for Future Research
Future research should primarily address the methodological limitations of this study. First,

researchers may adopt more comprehensive measures of intellectual capital, such as the Modified
Value-Added Intellectual Coefficient (MVAIC), to capture additional dimensions of intellectual
capital that are not fully reflected in VAIC. Second, extending the observation period would provide a
better opportunity to capture the long-term effects of intellectual capital investment and assess
whether its relationship with firm value changes across different economic conditions. Third, future
studies should employ panel-data approaches, particularly dynamic panel models, to account for firm-
specific effects and better capture the persistence of firm value over time. Such approaches may also
help address potential endogeneity and reverse causality between intellectual capital, profitability, and
firm value. Finally, future research may incorporate additional variables, such as innovation intensity
or corporate governance, when theoretically justified, to reduce the potential for omitted-variable bias
and provide a more comprehensive explanation of the relationship between intellectual capital and
firm value.
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