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Abstract

Firm value is a variable that can reflect the performance of a
company which is very important to note because it can
affect investors' perceptions of the company. This study
aims to determine the impact of sustainable growth and
intellectual capital on firm value. Explanatory research is the
type of research used in this study using quantitative
methods. The sample of this research is the Sri Kehati index

samples, the sample selection method is determined through
purposive sampling. The data analysis method used in this
study is a form of regression analysis using WarpPLS 7.0
software. From the results of the data analysis, the survey
results show that sustainable growth and intellectual capital
have a significant impact on firm value. Intellectual capital
shows a significant effect on sustainable growth rate.

company from 2016 to 2020 as many as 16 company
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1. Introduction

Every company has a goal to continue to grow (Martono, dan Harjito, 2008) [*8], many companies have to struggle in the midst
of increasing business competition (Nurvita & Dayanti, 2021) %, This causes the company to do a plan so that the company
knows how to keep the company afloat. Planning is very important to help make management decisions and decisions (Normi,
2018) ¥, Many companies are carrying out expansion plans, by seeking additional funds from external parties to fund
company activities, both from credit and share sales to investors in the capital market (Saputro & Purwanto, 2013) [?5],
Companies with high growth potential in business development are in great demand (Saputro & Purwanto, 2013) 1. Investors
prefer to invest in companies that demonstrate sustainability. To meet the investors' demand, the Indonesia Stock Exchange
(IDX) in collaboration with the Biodiversity Foundation (KEHATI) created a new index called the Srikehati Index in 2008
(Hartono, 2016) ™. The Sri Kehati Index are companies that support the creation of sustainability by caring for the
environment, social, and good corporate governance, which are in accordance with the regulations set by the government
regarding corporate social responsibility (G. C. Hartono & Utami, 2016) [*!. Sri Kehati Index consists of 25 companies based
on certain assessment criteria (Kurniawan, 2020) 3, BEI and the Kehati Foundation every 6 months conduct periodic
evaluations (Rebalancing) (Kurniawan, 2020) 31, Every period there are stocks that go out and enter because they do not meet
the company selection criteria from 3 stages of selection and or there are other issuers or new companies that outperform
issuers that do not meet the criteria after periodic evaluations (Kurniawan, 2020) %1,

The purpose of investors investing is to achieve high returns (Utami, 2018) 2°1, Increased profits and maximum returns affect
the value of a company. Firm value is a measure of the success of the company's management towards future business
activities to build shareholder trust (Pratama & Wiksuana, 2016) 22, Rising share prices increase firm value and ultimately
shareholder wealth (Sudiyatno et al., 2012) 71, If a company is good, potential investors will view the company positively and
vice versa.

C. Higgins pioneer who developed and explained the concept of sustainable growth rate (SGR) (Dino, 2016) Bl The SGR
concept can be used by managers and investors to realistically describe the company's future growth direction based on the
company's performance and current company policies. (Amouzesh et al., 2011) M. This is what then encourages stakeholders
to find out the relationship between the benefits received and the company's sustainable growth rate (Saputro & Purwanto,
2013) %1, The main reason sustainable growth rates are so useful is to combine investment factors (profit margins and asset
efficiency) and financial factors (capital structure and retention rates) into one comprehensive metric, because it's doable
(Amouzesh et al., 2011) [,
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With globalization competition and increasingly high
technological innovation between companies, this causes
companies to change their strategy in making policies from
a labor-based business to a knowledge based business to be
able to win business competition and manage intellectual
property, capital owned as well as possible (Awaliyah &
Safriliana, 2016) (4. One other way to create company value
is to manage intellectual capital (Awaliyah & Safriliana,
2016) 141,

2. Material and methods

2.1 Theoretical background and literature review

2.1.1 Knowledge based theory

Knowledge Based Theory is a new perspective based on
company resources (resource based theory) (Dewi & Dewi,
2020) [, There are two views of Resource-based theory
regarding corporate strategy-making tools, namely the first
is a market-oriented view and the second is a resource-based
view. (Putri & Purwanto, 2013) %, The development of
these two tools has given rise to a new perspective, namely a
knowledge-based perspective.

Knowledge Based Theory (Komnenic & Pokraj¢i¢, 2012) 12
is an evolutionary approach theory and dynamic function
concept, where this theory emphasizes that the company's
most important strategic assets are knowledge base assets
(intangible assets). Putri dan Purwanto (2013) 2% explain
that knowledge based theory is not only based on human
resource views but more emphasis on the importance of
company knowledge. It can be concluded that Knowledge
based theory considers knowledge as a very important
resource for a company. This is because resource-based
knowledge is usually not easy to imitate, heterogeneous
knowledge base, and inter-firm capabilities are determinants
of sustainable competitive advantage and firm performance
(Dewi & Dewi, 2020) /1. Putri dan Purwanto (2013) (%! state
that knowledge is an asset which, if managed properly, can
improve organizational performance. The higher the
performance of a company, the higher the value of the
company.

2.1.2 Signaling theory

Spence in his research entitled Job Market Signaling, was
the first to introduce signaling theory (Maheran et al., 2021)
351 According to research (Nasution et al., 2019) '8l in
1973 Spence suggested that through signals the sender tries
to send relevant information that can be used by the
recipient of the information. Then the receiver of the
information adjusts its behavior based on the understanding
of the signal.

Signaling theory is relevant to this research because the
information presented by the company is considered
important for investors and can influence investment
decisions. In making decisions, it is necessary to report
information that is complete, accurate, relevant and up-to-
date, other stakeholders, investors, and entrepreneurs will
assess the past, present and future value of the company
(Moeljadi, 2014) 1], Based on Research Ratnasari et al.,
(2017) 4, signal theory shows how companies give signals
to users of financial statements. This signal is trying to
provide relevant information about what management can
do to realize the owner's wishes (Maheran et al., 2021) [,
This signal is used to provide information that a company is
superior to other companies (Ratnasari et al., 2017) 24,
According to (Brigham & Houston, 2010) [, Signaling
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theory underlies management actions to provide direction to
investors regarding management's view of the company's
future.

2.1.3 Agency theory

Dao & Ta (2020) 1, In 1976 Jensen Mehling, and Myers
(1977) introduced agency theory which was developed
based on previous theories explaining a new perspective on
the impact of capital structure on corporate governance.
Management, shareholders and creditors are generally
involved in the development of the trade-off theory which is
developed on the basis of agency problems. According to
Brigham & Houston (2010) &I, in agency theory, managers
have shareholder power. It is defined as an acceptance
relationship.

Jao & Pagalung explained, "When one or more people
(principals) hire another person (agent) to perform a service
and delegate decision-making authority, an agency
relationship is formed.” Agency theory is a useful tool for
managers to diagnose and isolate a portfolio of principal-
agent relationships and to understand and reduce behavioral
uncertainty (Fayezi et al., 2012) . Both the principal and
the agent tend to maximize their respective profits. The
development of this principal-agent interaction has been
inherited from economists through limited rationality, direct
interest rates, and agent risk aversion (Fitri et al., 2019) [,
Agency theory explains the relationship between the
company's financial performance and the level of
sustainable growth. Financially, when a company has
proven to use resources effectively to reduce agency costs
and ensure the company experiences growth, it will have an
impact on their business. As the company grows,
management is more motivated by reducing the agency
costs that the company can bear to use company resources
effectively.

2.2 Methodology

Explanatory research is the type of research used in this
study using quantitative methods. The Sri Kehati Index of
the Indonesia Stock Exchange for the 2016-2020 period is
the population used in this survey. The sample selection
method is purposive sampling. The sample criteria in this
study consisted of three items, namely (1) including
companies that were included in the Sri Kehati Index during
the 2016-2020 period; (2) including companies that have
always been consistently on the Sri Kehati index during
2016-2020; (3) The company has published financial reports
from 2016-2020 and there is complete data on the variables
used in this study, namely the variable of sustainable growth
rate, variable of intellectual capital and variable of firm
value. The number of companies that meet the sampling
criteria in this study are 16 Sri Kehati Index companies for
the 2016-2020 period.

The reason for this research is to analyze the effect of
sustainable growth rate and intellectual capital on firm
value. Data collection is carried out using documentation
techniques, namely by examining the company's financial
statement documents for the 2016-2020 period obtained by
visiting the Indonesia Stock Exchange website
(www.idx.co.id) and the respective company websites. The
variables in this study are the sustainable growth rate,
intellectual capital and firm value. Data analysis was
performed using the Partial Least Square (PLS) method.
PLS as an alternative to SEM-based covariance testing, a
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variance-based or component-based approach whose
analysis orientation shifts from testing causality/theory
models to component-based predictive models (Ghozali &
Kusumadewi, 2016). Data processing was carried out using
Microsoft Excel 2010 and WarpPLS 7.0 software.
processing data using Microsoft Excel 2010 software to
calculate the wvariables of sustainable growth rate,
intellectual capital and firm value. WarpPLS 7.0 software
was used to test the effect of sustainable growth rates,
intellectual capital and firm value.

The variables in this study are the Sustainable growth rate
proxied using several indicators, there is Retaintion Rate
(RR), Net Profit Margin (NPM), Debt to Equity Ratio
(DER) and Total Asset Turnover (TATO); Intellectual
Capital is proxied using several indicators, there is Value
Added Capital Employed (VACA), Value Added Human
Capital (VAHU) and Structural Capital Value Added
(STVA); Firm value is proxied using several indicators,
there is Tobin's Q, Price Book Value (PBV) and Price
Earning Ratio (PER).

3. Results and discussion

The Effect of Sustainable Growth Rate on Firm Value
The results of hypothesis testing state that the sustainable
growth rate (SGR) has a positive effect on firm value (NP)
by obtaining a p-value of 0.02 so that H1 is accepted. The
results of this study are in line with the research of several
studies, namely Lo & Sheu (2007) [, Amouzesh et al.,
(2011) O, Sutjiati (2017) 8 finds that the sustainable
growth rate has a positive and significant effect on firm
value.

Sustainable Growth Rate is a concept based on agency
theory & signaling theory showing a signal of the company's
progress, whether the investor's decision can produce a
return on investment given by the company owner or
depositor of funds in order to ensure and as a tool to
measure perceptions which unites the state of the company
in the form of a signal for investors between company
management and investors. This allows outsiders, especially
investors, to trade flawlessly on the stock exchange and
establish mutually beneficial interactions between the two.
Investors tend to prefer stocks of promising companies
when the Sustainable Growth Rate is high, because
companies with a high Sustainable Growth Rate have many
sources of internal funding and good prospects. In this case
it affects the value of the company.

The results of this study indicate that a high sustainable
growth rate will provide an opportunity to obtain higher
profits in the future. The higher the company's ability to earn
profits, the greater the return expected by investors so that
companies with a high sustainable growth rate will give a
positive signal to investors. This signal causes the
company's shares to be increasingly in demand by investors
so that the stock price will increase, the increase in stock
prices will have a positive effect on the value of the
company, this is in line with signaling theory. Sustainable
growth rate has a positive effect on firm value. This means
that the addition of the company's total assets affects the
price per share of the equity per share among investors.

Hi: Sustainable growth rate has a significant effect on
firm value.
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The Effect of Intellectual Capital on Firm Value

The results of hypothesis testing state that intellectual
capital (IC) has a positive effect on firm value (NP)
obtaining a p-value of < 0.01 so that H1 is accepted. The
results of this study are in line with the research of several
studies, namely Nuryaman (2015) % and Avrifin (2017) @
who found research results that intellectual capital had a
positive and significant effect on firm value. However, the
results of this study are not in line with the research of
Subaida et al., (2018) 1 and Dewi & Dewi (2020) [,
Subaida et al., (2018) %1 found that intellectual capital does
not affect firm value.

One way to create value is to manage intellectual capital.
Knowledge based theory considers knowledge as a very
important resource for a company. By owning and using
intellectual capital resources, companies can gain
competitive advantage and added value. The competitive
advantage of a company attracts investors' attention and
generates profits, which increase the value of the company.
The higher the performance of a company, the higher the
value of the company. Companies with high intellectual
capital attract investors to increase capital.

Investors will prefer companies that hold superior
Intellectual Capital than other companies, because superior
Intellectual Capital will be useful for companies to fulfill
investors' wishes. In an effort to create value, it is necessary
to utilize all the potential resources owned by the company.
These potentials are human capital, physical capital and
structural capital. The added value generated through the
value creation process will make the company have a
competitive advantage, so that market understanding of the
company's ethos will increase because it is believed that the
company is able to survive and compete in the business
environment.

When a company is able to survive, compete and apply
intellectual capital well, it proves the good performance of
the company, because it is reflected in the financial
statements. A good company's performance can make
investors interested in investing in the company, because it
describes a company that is in a healthy condition and the
company's shares will be highly valued by investors and this
will have an impact on the high investor's assessment of the
company.

Hy: Intellectual capital has a significant effect on firm
value.

Influence of Intellectual Capital on Sustainable Growth
Rate

The results of hypothesis testing state that intellectual
capital (IC) has a positive effect on the sustainable growth
rate (SGR) obtaining a p-value of < 0.01 so that H1 is
accepted. The results of this study are in line with the
research of several studies, namely the research of Wahyuni
and Dino (2017) B%; Averill et al., (2018) Bl; Xu & Wang
(2018) B show the results of regression analysis that
intellectual capital has a significant effect on the sustainable
growth rate.

Intellectual Capital is the intangible assets of a company,
including knowledge, information, experience of human
resources, and company organization. Knowledge based
theory states that knowledge, intellectuality, and human
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creation are one of the most important assets for a company.
Companies that have assets in the form of knowledge can
improve their financial performance if they are managed
properly. The better the company's Intellectual Capital, the
better the company will create a competitive advantage in
the business world, improve its financial performance for
one period, continue for the next period, and ultimately
achieve sustainable growth (Sustainable Growth Rate), will
be more effective and efficient in its formation. The increase
in intellectual capital will directly increase the net profit
owned by the company. Companies that have high net
income will use these profits for retained earnings so that it
will increase the value of the sustainable growth rate.

H3: Intellectual capital has a significant effect on
sustainable growth rate.

4. Conclusion

Based on data that has been collected from 16 samples of Sri
Kehati Index companies using WarpPLS analysis. After
analyzing data and submitting hypotheses about the effect of
sustainable growth rate and intellectual capital on firm value
in the Sri Kehati Index company for the 2016-2020 period, it
can be concluded that the results in this study are as follows
(1) Sustainable Growth Rate has a positive and significant
effect to the Company Value of the Sri Kehati index
company for the 2016-2020 period. (2) Intellectual Capital
has a positive and significant effect on firm value in the Sri
Kehati index company for the 2016-2020 period. (3)
Intellectual Capital has a positive and significant effect on
the Sustainable Growth Rate of the Sri Kehati index
company for the 2016-2020 period.

5. Recommendations

The results of the study are intended to provide an overview

of the effect of sustainable growth rate and intellectual

capital on firm value in the Sri Kehati Index company for

the 2016-2020 period. However, this survey is not

completely accurate and still has some limitations. This

limitation is intended to provide an overview and

opportunity for further research to improve research. Based

on the conclusions, you can suggest:

1. For Companies
The results of this study can provide practical
contributions and serve as material for information and
consideration by company leaders and related
management parties to take company policies so that
they can manage effectively and efficiently in the future
and can increase good company value by considering
sustainable growth rates and intellectual capital.

2. For Other Parties
This research will be useful to provide knowledge and
information to investors, shareholders and business
people who will invest in stocks included in the Sri
Kehati index as consideration for making investment
decisions by considering sustainable growth rate and
intellectual capital and firm value.

3. For Researchers or Writers
This research can be used as a means of implementing
the theory obtained during the study period in actual
practice. As a learning tool in deepening knowledge
about the effect of Sustainable Growth Rate and
Intellectual Capital on Company Value.
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4. For Academics
This research can add knowledge and insight as well as
references that can be used as a source of information
related to Sustainable Growth Rate, Intellectual Capital
and Company Value.
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