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Abstract. This study aims to examine the effect of intellectual capital on firm value through corporate reputation as a mediating 
variable. Intellectual capital is proxied by human capital, structural capital, and customer capital. Using the resource-based theory and 
signaling theory, this paper analyzes how the corporate reputation will be mediating intellectual capital to firm value. This study used 340 
observations of companies that received an excellent category on the Indonesian Corporate Image Award (IMAC) which was listed on 
the Indonesia Stock Exchange in 2013 to 2017 with Partial Least Square (PLS) test processed with warpPLS version 5.0 software. This 
study shows that the first human capital, structural capital, customer capital, and corporate reputation have a significant effect on firm 
value. Second, structural capital has a significant effect on corporate reputation. Third, corporate reputation variables are able to mediate 
the influence of intellectual capital proxied by human capital, structural capital, and customer capital on firm value. This study is the first 
empirical investigation on the contribution of Intellectual Capital in generating value for corporate reputation. Furthermore, the study 
contributes to the literature on the link between Intellectual Capital and firm value by examining a sample of firms no yet explored in prior 
research and this study also uses the cost-based approach.
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1. Background

In business competition at this time, the management of intellectual capital has an important role in the objec-
tives of production activities. The purpose of production activities in business competition has begun to shift, 
previously the main production activities were only focused on the creation of finished goods, but at present the 
main focus of production activities in the process of creating finished goods in line with knowledge, and then 
the creation of goods and services (Pulic, 2000; Petrenko et al., 2019). 

Guthrine et al. (2000) state that changes in ways of thinking in developing intellectual-based innovations can 
trigger the emergence of intellectual-based companies. The change in a labor-based business strategy to a 
knowledge-based business strategy that can later create value in new business processes (Sawarjuwono and 
Kadir, 2003; Mingaleva et al., 2019). Accordance with Barney (1991) in a knowledge based business which 
states that if the knowledge held by the company is managed properly, it can be used as a means to increase 
income which later affects the value of the company.  

In Indonesia, businesses are required to be sensitive to intangible capital owned by the company. This is be-
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cause intangible capital is a supporting factor to win the competition in business and an inseparable part as a 
driver of the existence of intellectual property rights (IPR) in business competition. However, businessmen in 
Indonesia are not yet considerate to use of intellectual property rights (IPR). In the 2017 WIPR entitled Intan-
gible Capital in Global Value Chains, it was found that the real value generated from asset intangibles reached 
US $ 5.9 trillion in 2014 (an increase of 75% compared to income in 2000).

Edvinsson et al. (1996); Chen (2005); Tan et al. (2010); Haleblian et al. (2017); and Ginesti et al. (2018) assert 
that intellectual capital, which is proxied by value added intellectual coefficient (VAICTM), value added capital 
employed (VACA), value added human capital (VAHU), and structural capital value added (STVA) have a 
positively significant related effect with financial performance, and indicate that companies that maintain the 
reputation of companies tend to use intellectual capital efficiently and use it as a tool to predict company value.

This study aims specifically to determine whether corporate reputation variables can mediate the effect of intel-
lectual capital on firm value. The analysis in this study used 340 companies with excellent categories on the 
Indonesian Corporate Image Award (IMAC) and listed on the Indonesia Stock Exchange for the period 2013-
2017. The analysis model uses Partial Least Square (PLS) with the WarpPLS 5.0 instruments.

The results of this study prove that the first, human capital, structural capital, customer capital, and corporate 
reputation have a significant effect on firm value. Second, human capital and customer capital have no signifi-
cant effect on corporate reputation, but structural capital has a significant effect on corporate reputation. Third, 
corporate reputation is able to mediate part of the effect of intellectual capital that is proxied by human capital, 
structural capital, and customer capital on firm value.

Furthermore, this study are able to contribute to proving the important key to intellectual capital for companies, 
in line with resources-based theory and signaling theory and the use of cost-based approaches where appropri-
ate management of resources with expenditures to improve the competence of company employees and con-
veying information stakeholders can be used as a means to improve the company’s reputation so that investors 
are more interested and will ultimately increase the value of the company. The use of the cost-based approach 
in this research is a new thing.
 
2. Literature Review and Hypothesis 

Intellectual capital is closely related to resource-based theory. Wernerfelt (1984) explains that resource-based 
theory is that a company will gain a competitive advantage if it is able to manage its assets, either tangible 
assets or intangible assets. Penrose (1959) in Peteraf (1993) which states that companies can create economic 
value not only because they have the resources they need, but are able to effectively manage their resources. 
Another theory related to this research is signaling theory. Corporate reputation and company value variables 
relate to signaling theory because an action taken by company management can be a guide for stakeholders 
regarding how management views the company’s prospects (Besley and Brigham, 2008). This signal is in the 
form of information about what has been done by management to realize the wishes of the owner.        
   
2.1 Effect of Human Capital on Firm Value 

Penrose (1956) and Peteraf (1993) asserts that companies can create economic value not only because they 
have the resources they need, but are able to manage their resources effectively. Human capital is the manager 
of the resources owned by the company and makes it a critical sector in creating competitive advantage (Bar-
ney, 1991). Nimtrakoon (2015); Ozkan et al., (2016); and Ginesti et al. (2018) states that human capital has a 
significant effect on firm value. Based on the statement described above, the first hypothesis of this study is:

H1: Human capital affects on Firm Value 
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2.2 Effect of Structural Capital on Firm Value

Structural capital is the company’s ability to produce organizational performance optimally (Sawarjuwono and 
Kadir, 2003). Structural capital includes all capital owned by companies other than humans, which includes da-
tabases, organizational structures, strategies, and anything that is of value to the company (Kalkan et al., 2014). 
The optimal company performance will increase the value of the company. Research by Li and Zhao (2017); 
Osiyevskyy (2017); Kalkan et al., (2014); and Forte et al., (2016) state that structural capital has a significant 
effect on firm value. Based on the statement described above, the second hypothesis of this study is:

H2: Structural Capital affects on Firm Value

2.3 Effect of Customer Capital on Firm Value

Companies are able to provide signals in the form of information relating to things that have been done by man-
agement to realize the wishes of the owner, so that the company is able to overcome asymmetric information 
using elements of intellectual capital, namely customer capital as a bridge with external parties. If the actual 
value of the company can be conveyed to the external party of the company, the market view of the company 
will rise, which results in the company’s market value can increase (Penrose, 1956 in Peteraf, 1993; Barney, 
1991). Berzkalne (2014); Osiyevskyy (2017); and Li and Zhao (2017) which state that customer capital has 
a significant effect and is positively related to firm value. Based on the statement described above, the third 
hypothesis of this study is:

H3: Customer Capital affects on Firm Value

2.4 Effect of Human Capital on Corporate Reputation 

Based on resources-based theory which states that companies will gain a competitive advantage if they are able 
to manage their assets both tangible assets and intangible assets (Wernerfelt, 1984). Appropriate use of human 
resources can be related to company performance (Abeysekera, 2018), so that employees are considered as a 
vital component to be able to improve the company’s reputation. Ginesti et al. (2018) which states that good 
corporate values   will always maintain their reputation and tend to use elements of intellectual capital namely 
human capital efficiently. Based on the statement described above, the fourth hypothesis of this study is:

H4: Human capital affects on Firm Value

2.5 Effect of Structural Capital on Corporate Reputation

Structural capital is the company’s ability to fulfill the company’s routine process and its structure that supports 
employee performance. Companies that have a high commitment to the routine process and company structure 
to support employee performance will be appreciated by the community, so that it will enhance the company’s 
reputation. Research by Kalkan et al., (2014); Forte et al., (2016); and Ginesti et al. (2018) states that structural 
capital that is used efficiently is closely related to company value and shows that the company can maintain the 
reputation of its company. Based on the statement described above, the fifth hypothesis of this study is:
H5: Structural capital affects on corporate reputation

2.6 Effect of Customer Capital on Corporate Reputation

If the signal given by the company has been able to realize the wishes of the owner, then the real value of the 
company can be conveyed to the external parties of the company, so that it can trigger an increase in reputation 
for the company (Ginesti et al., 2018). Research by Raithel et al. (2015); Mandariaga and Rivera (2017); and 
Ginesti et al. (2018) which states that customer capital has a significant and positively related effect on firm 
value and shows that companies that maintain the reputation of their companies tend to use intellectual capital 
assets efficiently. Based on the statement described above, the sixth hypothesis of this study is:
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H6: Customer capital affects on corporate reputation

2.7 Effect of Corporate Reputation on Firm Value

Osiyevskyy (2017) which states that management that can achieve company prospects well is a signal that the 
company has a good-future, so that it can convince investors or potential investors towards the company. Weng 
(2016) and Saeidi et al., (2015) stated that companies that have a good reputation provide a positive signal to 
investors. Based on the statement described above, the seventh hypothesis of this study is:

H7: Corporate reputation affects on Firm Value

2.8 The Effect of Human Capital on Firm Values   with Corporate Reputation as a mediating variable

Resources-based theory explains that a company can create a competitive advantage that is superior to its 
competitors, if the company is able to manage its owned resources effectively (Wernerfelt, 1984). Ozkan et 
al., (2016) and Ginesti et al. (2018) states that the use of intellectual capital elements, namely human capital 
efficiently can reflect good corporate value and always maintain the reputation of the company. Based on the 
statement described above, the eighth hypothesis of this study is:

H8: Corporate reputation mediates the effect of human capital on firm value

2.9 The Effect of Structural Capital on Firm Values with Corporate Reputation as a mediating variable
 
Efficient utilization of resources of the company so as to be able to create competitive advantages from com-
petitors, therefore the company’s performance is considered to be optimal and able to improve the company’s 
reputation while increasing the value of the company. Research by Kalkan et al., (2014); Forte et al., (2016); 
Li and Zhao (2017); Ginesti et al., (2018) explained that structural capital has a significant positive effect on 
firm value and shows that companies can maintain their reputation. Based on the statement described above, 
the ninth hypothesis of this study is:

H9: Corporate reputation mediates the effect of structural capital on firm value

2.10 The Effect of Customer Capital on Firm Value with Corporate Reputation as a mediating variable

Osiyevskyy (2017); Mandariaga and Rivera (2017); and Ginesti et al. (2018) states that customer capital has 
a significant effect on company value because the satisfaction obtained by the customer can improve the com-
pany’s reputation, so that when the reputation of the company increases, the value of the company will also 
increase simultaneously. This is in line with signaling theory where the signal given by the company is related 
to the accountability of management activities to the owner of the company, so that good relations between 
stakeholders can be maintained. Based on the statement described above, the tenth hypothesis of this study is:

H10: Corporate reputation mediates the effect of customer capital on Firm Value

3. Researh Method

This study uses quantitative data sourced from the company’s annual report that received an excellent category 
for the Indonesian Corporate Image Award (IMAC) and was listed on the Indonesia Stock Exchange (IDX) for 
the period 2013-2017. The total sample of the study was 340 companies that were selected using the purposive 
sampling method.
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3.1 Dependent Variable

The dependent variable used in this study is firm value which is proxied using Tobin’s Q through the equation:

Tobin’s Q = 
Market Value + Liabilities
Book Value+Liabilities

3.2 Independent Variable

The independent variable used in this study is intellectual capital, which is proxied into three as follows human 
capital (VAHU), structural capital (STVA), and customer capital (VACA) obtained through equations.
 VA = OUT – IN          (1)

 VAHU = VA
HC             (2a)

 STVA = ST
VA  

           (2b)

 VACA = VA
CE 

           (2c)

3.3 Mediating Variable

The mediation variable used in this study is corporate reputation. The measurement of mediating variables 
uses the dummy method, namely giving a score of 1 to companies that get excellent categories in a row during 
2013-2017 and a score of 0 for companies that get the excellent category not consecutive during 2013-2017.

3.4 Control Variable

The control variables used in this study are the concentration of share ownership, company size, and leverage.

3.5 Method

The sample in this study was selected using a purposive sampling method. The data analysis technique used in 
this study is the measurement of outer model, inner model, and direct hypothesis testing (indirect effect) and 
indirect hypothesis testing (indirect effect).

4. Result and Discussion

The object of research examined in this study is the value of the company. The research population is companies 
that get an excellent category on the Indonesian Corporate Image Award (IMAC) for the 2013-2017 periods. The 
sample of this study was determined using a purposive sampling method with the final results of 340 companies.

Table 1. Descriptive Statistic.

Mean Median Minimum Maximum
OC 0.926 1.000 0.000 1.000

FIRMSIZE 30.079 30.259 26.161 34.656
LEV 0.522 0.497 0.000 1.470

VAHU 2.581 1.873 -2.020 52.399
STVA 0.421 0.475 -3.385 3.768
VACA 0.398 0.287 -2.567 13.136

FV 1.253 0.749 0.168 12.774
CR 0.706 1.000 0.000 1.000

Source: Processed Data, 2019
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4.1 The Results of Hypothesis Testing

Figure 1. Direct Effect

Based on Figure 1 above, it can be concluded that there is a positive and significant direct relationship between 
intellectual capital, which is proxied by VAHU, STVA, and VACA before mediating variables are marked with 
the path coefficient, 0.16, 0.07 and 0 , 66 and the p-value is smaller than the 0.05 significance level of 0.01.

Figure 2. Indirect Effect

Figure 2 shows (1) the significant influence between VAHU and company value after adding mediation vari-
ables which can be seen through path coefficient 0.114 and p-value of 0.016 so that H1 is accepted, (2) Signifi-
cant influence between STVA and firm value after the addition of mediating variables can be seen through the 
path coefficient of 0.094 and the p-value is less than the significance level of 0.05 which is equal to 0.04 so H2 
is accepted, (3) Significant influence between VACA and firm value after adding mediating variables can be 
seen through path coefficient 0.673 and p value -value is less than the significance level of 0.05 which is equal 
to < 0,001 so that H3 is accepted, (4) Nonsignificant effect between VAHU and corporate reputation after add-
ing mediating variables which can be seen through path coefficient 0.025 and p-value greater than significance 
level 0.05 which is 0.324 so that H4 is rejected, (5) Significant influence between STVA and corporate reputa-
tion ion after addition of mediation variables which can be seen through path coefficient -0.088 and p-value 
value is equal to the significance level of 0.05 which is 0.05 so that H5 is accepted, (6) Nonsignificant effect 
between VACA and corporate reputation after the addition of mediating variables can be seen through path 
coefficient 0.05 and p-value greater than the significance level of 0.05 which is 0.175 so that H6 is rejected, (7) 
Significant influence between corporate reputation and company value after adding mediating variables can be 
seen through path coefficient 0.091 and p-value value is less than the significance level of 0.05 which is equal 
to 0.045 so that H7 is accepted.
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Baron and Kenny (1986) state that if the path coefficient value between the independent variable and the de-
pendent variable before and after the mediation variable has decreased the p-value that remains significant 
between the independent variables and the dependent variable can be stated that mediating variables are able to 
mediate partially, the effect of independent variables on the dependent variable. Comparison between the path 
coefficient between Figure 1 and Figure 2 shows that corporate reputation is able to mediate partially the influ-
ence of independent variables (human capital, structural capital, and customer capital) on the dependent vari-
able (company value) so that it increases the value of the company. The eighth hypothesis, the ninth hypotheses, 
and the tenth hypothesis are declared acceptable.

4.2 The Effect of Human Capital on Firm Value

Resource-based theory has stated that companies can create economic value not only because they have the 
resources they need, but are able to manage resources that are owned effectively (Penrose, 1956 in Peteraf, 
1993). One of the resources owned by the company is human capital. Berezinets et al. (2016) state that the main 
things in human capital are knowledge, skills, work experience, innovation, and creativity. In the end, these 
innovations will be able to support the value of the company as well. Ozkan et al. (2016); Nimtrakoon (2015); 
and Ginesti et al. (2018) states that human capital has a positive effect on financial performance and is found 
as a driver of value in the company, so that added value (value added) on human capital can increase the value 
of the company.

4.3 The Effect of Structural Capital on Firm Value

Resource-based theory which states that the resources owned by a company must be used efficiently and must 
be balanced with the existence of procedures and systems within the company. Ashton (2005) explains that 
structural capital is the ability possessed by a company to be able to manage the routine activities of a company 
with all the structures in it to support employee performance as a whole and can produce maximum corporate 
value. If the company does not use structurally owned capital, it can lead to the selection of a company strategy 
that is not appropriate so as to produce a negative impact on value in the company (Forte et al., 2016). The 
results of this study are in line with previous studies conducted by Li and Zhao (2017) and Osiyevskyy (2017) 
which state that structural capital has a significant positive effect on firm value. 

4.4 The Effect of Customer Capital on Firm Value

Signaling theory states that a company must be able to establish good relations with external parties through a 
signal that is given to external parties in the form of financial statements. This is done to avoid the existence of 
asymmetric information between external parties so that indirectly the good relations that exist between com-
panies and external parties can increase the value of the company. Companies that are able to maintain good 
relations with external parties are one example of the application of customer capital which is an element of 
intellectual capital. Berzkalne (2014); Osiyevskyy (2017); and Li and Zhao (2017) which state that customer 
capital has a significant positive effect on firm value. 

4.5 The Effect of Human Capital on Corporate Reputation

According to the resource-based theory, companies will gain a competitive advantage if they are able to manage 
assets that are owned well (Wernerfelt, 1984). The increase in human capital in this study can cause an increase 
in corporate reputation but not significantly. This is because there are several factors that are most relevant in 
influencing the company’s reputation directly including the selection of company strategies or establishing 
good relationships with external parties (Chen et al., 2005). Muhammad and Ismail (2009) and Li and Zhao 
(2017) stated that human capital does not have a significant effect on company performance and also the value 
of the company so that indirectly it does not affect the company’s reputation.
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4.6 The Effect of Structural Capital on Corporate Reputation

In a resource-based theory, it has been stated that the resources owned by the company must be utilized ef-
ficiently and must be balanced with the existence of procedures for activities and systems that are appropriate 
in the company. Companies that are committed to procedures related to routines and good corporate structure 
to support employee performance will be appreciated by the outside community so that it can improve the 
company’s reputation. Kalkan et al. (2014); Forte et al. (2016); and Ginesti et al., (2018) stated that companies 
that are committed to procedures related to routines and good corporate structures to support employee perfor-
mance, will be appreciated by the outside community so as to enhance the company’s reputation.

4.7 The Effect of Customer Capital on Corporate Reputation

Based on signaling theory which states that giving signals to external parties in the form of financial statements 
can establish good relations with stakeholders, these results indicate that interested external parties also give 
higher value to companies that pay attention to intangible assets other than customer capital owned by the 
company that is like the development of innovation from the company. Andreeva et al. (2016) stated that high 
customer capital is a common and unavailability of competitive advantages that are unique to the company. 
Nimtrakoon (2015); Andreeva et al. (2017); Ginesti et al. (2018) which states that customer capital has no sig-
nificant effect on the company’s reputation.

4.8 The Effect of Corporate Reputation on Firm Value

Signaling theory states that an action taken by the management of a company provides guidance to investors 
about how management views the company’s prospects as one of which is creating a good corporate reputation 
(Besley and Brigham, 2001). Brammer & Pavelin (2006); Walsh et al. (2006); Walsh, Mitchell, and Jackson 
(2009); Saeidi et al. (2015) and Weng (2016) which state that companies that have a good reputation provide a 
positive signal to investors, especially when the company is in trouble (distress) so that companies that have a 
good reputation can support the increasing value of the company.

4.9 Corporate Reputation Mediates the Effect of Human Capital on Firm Value

Based on the results of the study indicate that corporate reputation is able to mediate the influence of human 
capital on firm value. This is because the path coefficients before and after entering the corporate reputation 
result in a value that remains significant with the path coefficient experiencing a slight decrease. Human capital 
reflects the company’s ability to produce the best solutions based on the values   that are embedded in each indi-
vidual company. In line with resources-based theory which states that utilizing assets owned by a company can 
provide a competitive advantage for the company (Wernerfelt, 1984). Cravens & Oliver (2006) and Petkova et 
al. (2008) which states that human capital has a significant effect on corporate reputation because human capital 
plays an important role in the placement of the company’s reputation.

4.10 Corporate Reputation Mediates the Effect of Structural Capital on Firm Value

Based on the results of testing, it shows that corporate reputation is able to mediate the influence of structural 
capital on firm value. The results of research conducted through statistical tests with the help of WarpPLS 5.0 
software show that corporate reputation qualifies as a mediating variable, namely: path coefficient between the 
independent variable and the dependent variable is significant, the path coefficient between the independent 
variable and the mediating variable is significant, and the path coefficient between mediating variables and sig-
nificant dependent variable. Resource-based theory which states that companies can utilize and manage assets 
owned by either tangible or intangible assets in order to create a competitive advantage for the company. This 
advantage will be an added value for the company to be able to compete in the global market chain. The results 
of this study are in line with Forte et al. (2016) which states that if a company can use structurally owned capi-
tal, then it will have an impact on the selection of the right corporate strategy so that it produces a good impact 
on the value of the company.
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4.11 Corporate Reputation Mediates the Effect of Customer Capital on Firm Value

Based on the results of the study indicate that corporate reputation is able to mediate the influence of customer 
capital on firm value. This is because corporate reputation variables fulfill the requirements as partially medi-
ating variables. In addition, there is a stronger direct influence between the independent variables (customer 
capital) on the dependent variable (company value) in line with the indirect influence that is indicated by the 
presence of mediating variables, namely corporate reputation, resulting in test results that still have a significant 
effect. Customer capital reflects the company’s ability to always optimize relationships with customers and oth-
er external parties in accordance with signaling theory. Osiyevskyy (2017) and Mandariaga and Rivera (2017) 
which states that customer capital has a significant effect on company value because the satisfaction obtained 
by the customer can improve the company’s reputation, so that when the company’s reputation increases, the 
value of the company will increase simultaneously.

5. Conclusions

For companies, with the aim of increasing company value, it takes effort and support from managers and em-
ployees to keep paying attention to the quality of work and maximize everything they master in their field, 
because it represents intellectual capital so that what is owned by the company is exploited to the company’s 
progress. In addition, decision makers, especially investors, can use this independent variable as additional 
information to consider in terms of decision making and for subsequent researchers to be encouraged to add a 
number of variables such as company performance or the company’s financial performance.
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