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Abstract:

The purpose of the study was to determine whether competitive advantage
mediates Intellectual Capital and Company Size on financial performance.
The data used were financial reports of Property and Real Estate companies
on the Indonesia Stock Exchange during 2019-2023. Research findings
show that Intellectual Capital has a positive effect on Financial
Performance, but does not affect competitive advantage. Competitive
Advantage has no effect on Financial Performance. Company Size has a
positive effect on Financial Performance and Competitive Advantage.
Competitive Advantage cannot mediate Intellectual Capital or company
size.
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Introduction

The success of a company can be measured based on the financial performance
of the company. The condition of the company's financial performance is very much
needed by interested parties in order to know the development of the company. The
profitability ratio is one of the financial ratios most often used by decision makers to
measure financial performance, which shows how effective and efficient the company
is in utilizing available resources to achieve company goals. This is due to the fact that
this ratio is very suitable for measuring the effectiveness and evaluation of
management performance in carrying out business operations and its productivity
(Yuniar & Amanah, 2021) . Financial performance is proxied by Return On Assets.

Along with the economic changes that have the characteristics of a science-
based economy with the application of knowledge management, the prosperity of a
company will depend on the creation of transformation and capitalization of the
knowledge itself. For companies in this modern era, intellectual capital is an
};t?;(s{/ Ié&l;;‘:tl'“k intangible capital that is very important for company assets (Siringoringo et al.,
o 2022).
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Companies that have better intellectual capital will have better financial
performance, which will give them a competitive advantage. Previous findings from
(Yuniar & Amanah, 2021) , (Hadli et al., 2022) , and (RA Putri et al., 2023) that
intellectual capital has a positive effect on Financial Performance. On the other hand,
findings (Destania & Puspitasari, 2021) , (Kurniawati et al., 2020) , (Lam & Antoni,
2023) , state that intellectual capital has no effect on financial performance.

Larger companies have more assets and resources to invest and run operations
efficiently, which in turn increases profitability (Wijaya & Sasmita, 2023) . Research
from (Jumantari et al., 2022) shows that company size has a positive effect on financial
performance. Meanwhile, (Rosmita Rasyid, 2020) shows that company size has a
negative effect on financial performance. The results of research from (Suswandoyo &
Sumaryo, 2023) state that company size has a negative effect on competitive advantage.

Business will have a competitive advantage if it develops innovative products and
has competitiveness in the market, the company will gain profitability. Research results
from (Nurmalasari et al., 2024) and (Yuniar & Amanah, 2021) say that Competitive
Advantage has a positive effect on Financial Performance, while according to (Hidayati
& Susilo, 2023) Competitive Advantage has no effect on Financial Performance. This
shows that the competitive advantage created by intellectual property can affect the
company's financial performance.
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Methods
The type of research used explanatory research is a research method that
intends to explain the position of each variable studied and the influence between
other variables. The data analysis method uses SEM (Structural Equation Modeling)
with SMARTPLS (Partial Least Square). The steps taken in the smartPLS analysis
include;
1. Designing Structural Model (Inner Model)

The design of the structural model is based on the formulation of the research
problem or hypothesis
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2. Designing a Measurement Model (Outer Model)
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The design of this model determines the nature of the indicators of each latent
variable based on the operational definition to determine whether the model is
formative or reflective. In this study, the model formed is formative.

3.Creating a Path Diagram
Path diagrams can graphically depict how the structural model and measurement
model are integrated in describing the relationship between each exogenous,
intervening, and endogenous variable.

) )
o
Tl

4.Path Diagram Model converted to a system of equations

The mathematical equation model of this research is reviewed from the inner

model approach which describes the relationship between latent variables which

are built based on previous theories and research.

Outer model, namely the specification of the relationship between latent
variables and indicators, also called the outer relation or measurement model,
defines the construct with its manifest variables.

For exogenous latent variable 1 (reflective)

X1=Ax1&1+01
X2=Ax&1+02
X3=Ax3E1+33

For exogenous latent variable 2 (formative)
X4=hxa&2+04

For endogenous latent variable 1 (formative)
Yi=AYyinites
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For endogenous latent variable 2 (formative)
Na2=AYyima2te
Inner model, namely the specification of the relationship between latent
variables (structural mode), also called inner relation, describes the relationship
between latent variables based on the substantive theory of the research.
The inner model is expressed in a system of equations as follows:

Ni=y1&1+v282+¢1

Ne=Pnit+tys&i+yslataqe
To find out the indirect influence or indirect results ( indirect effect ) based on
the research model or more simply, it can be seen as follows:
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Intel Capital ——» Competitive —  Kkeu: (y€1),(B7n1)
Measure Company — pKkomptf — Kkeu: (y£2),(f71)
5. Evaluation of Measurement Model
Convergent Validity Test
This Outer Model measurement has two inherent criteria and is used as a
condition for convergent validity for reflective constructs, namely (1) loading must
be > 0.70 or above 0.70 and (2) a significant p value, namely p < 0.05 or below
0.05, with these conditions the measurement of the construct being studied is
considered to have met the conditions for convergent validity.
Composite Reliability
The criteria can be seen from two things, namely composite reliability and
Cronbach's alpha, each of which must be > 0.70. If a construct has met these two
criteria, it can be said that the construct is reliable.
Significance of Wight
Evaluation of the measurement model in the study used Wight's Significance
with the estimated value for the formative measurement model must be
significant (P < 0.05).
6. Hypothesis Testing
The criteria for accepting and rejecting hypotheses in research are by assessing the
value of t statistics - The value of t statistics (t count ) s compared with the value of t taple. at
a significance level of 5 %.

Results
Measurement Model Analysis
Evaluation of the Reflective Measurement Model was carried out on several
components, including:
a. Convergent Validity
In assessing convergent validity, it can be seen using the average variance
extracted (AVE) and outer loading figures. If the AVE value is > 0.50, this indicates
that the data used is valid. In addition, if the outer loading value is more > 0.70, the
data is also considered valid. Based on Table 4..., it can be seen that:
1) The Financial Performance variable shows a result of 1,000 > 0.50. This
means that the data used is valid to measure Financial Performance.
2) The Intellectual Capital variable shows a result of 1,000 > 0.50. This means
that the data used is valid to measure Intellectual Capital.
3) The Competitive Advantage variable shows a result of 1,000 > 0.50. This
means that the power used is valid to measure Competitive Advantage.
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= 4) The Company Size variable shows a result of 1,000 > 0.50. This means that
:%, the data used is valid to measure Company Size.
o The following table presents the results of the average variance extracted (AVE)
test:
Table 1
Average Variance Extracted (Ave) Test Results
Average Variance Extracted (Ave)
Intellectual Capital 1,000
Competitive Advantage 1,000
Financial performance 1,000
Company Size 1,000

Source: Data processed by SmartPLS 3, 2025

Meanwhile, the results of the outer loading test are presented in the following table:

Table 2
OUTER LOADING RESULTS
Intellectual Superiority  Performanc Size
Capital Competitive e Company
Finance
X, 1,000
X, 1,000
Y 1,000
Y, 1,000

Source: Data Processed by SmartPLS 3, 2025
Based on table 2 above, it can be seen that:

1) Value Added Intellectual Coefficient VAIC indicator shows a result of 1,000 >
0.70. This shows that the data used is valid to measure VAIC in the
Intellectual Capital variable.

2) The In (Total Assets) indicator shows a result of 1,000 >0.70. This shows that
the data used is valid to measure In(Total Assets in the company size variable.

3) Return on Asset (ROA) indicator shows a result of 1,000 > 0.70. This shows
that there is a valid one used to measure Return on Asset in Financial
Performance.

4) Premium Price Capability indicator shows a result of 1,000 > 0.70. This
shows that the data used is valid to measure Premium Price Capability in the
Competitive Advantage variable.

b. Composite Reliability

1. Reliability Test
A measuring instrument can be trusted or relied upon if the measuring

instrument is used to measure something more than once and the results of the

measurement are relatively consistent, then the measuring instrument is reliable

. Reliability testing in SmartPLs can be done using composite reliability and

Cronbach alpha.

Table 3
Average Variance Extracted (Ave) Test Results

Cronbach's Alpha rho_A  Composite Average Variance
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= Reliability ~ Extracted ( AVE)
= Intellectual
2 . 1,000 1,000 1,000 1,000
S Capital
Competitive
1,000 1,000 1,000 1,000
Advantage
Financial
1,000 1,000 1,000 1,000
performance
Company Size 1,000 1,000 1,000 1,000

Source: SmartPLS Processed Data 3, 2025

Based on table 3, it can be seen that:
1) The financial performance variable shows a result of 1,000 > 05. This means
that the data used is valid for measuring stock prices.
2) The intellectual capital variable shows a result of 1,000 > 0.5. This means that
the data used is valid to measure intellectual capital.
3) The competitive advantage variable shows a result of 1,000 > 0.5. This means
that the data used is valid to measure profitability.
4) The company size variable shows a result of 1,000 > 0.5. This means that the
data used is valid to measure the activity ratio.
c. Significance of Wight
In the formative model, the outer weight of each indicator is compared to each
other to determine the indicator that provides the greatest contribution to a construct.
If n describes a latent variable and x is an indicator, then it can be said that n = x.
Therefore, in the formative model, the composite variable is influenced (determined)
by its indicator. So the direction of the causal relationship from the indicator to the
latent variable. The estimated value in the measurement must be significant, namely P
<0.05 and also seen from the formative loading factor.

Table 4
Outer Weight Test Results

Original Sample Standard T Statistics p

Sample Mean  Deviation (o/STDEV) Values
(0) (M) (STDEV)

VAIC->IC -0.337 -0.348 0.106 3.181 0.001
InTotal Assets -> UP -0.031 -0.038 0.137 0.225 0.411
ROA -> KinjKeu 0.195 0.195 0.138 1,410 0.080
PPC -> KK -0.420 -0.418 0.126 3.319 0.000

Source: Data Processed by SmartPLS 3, 2025
Based on table 4, it can be seen that:

a. One measurement item that has an influence on forming the intellectual capital
variable, is significant with (P-Value < 0.005), namely VAIC with an outer
weight of -0.337.

b. One measurement item that influences the formation of the company size
variable is not significant (P-Value > 0.05), namely InTotal Assets with an outer
weight of -0.031.

C. One measurement item that influences the formation of the Financial
Performance variable is not significant with (P-Value > 0.05), namely with an
outer weight of 0.195.

2) Collinearity
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«
=
é Evaluated by looking at statistical collinearity (VIF) by looking at the Outer VIF
= Value s as a multicollinear interpretation should not be greater than 5 so that the
5 research data is not problematic. If collinearity occurs, the conclusions made are
incorrect.
Table 5
Outer Vif Results
VIF

X, 1,000

X, 1,000

Y 1,000

Y. 1,000

Source: SmartPLS Processed, 2025
Based on table 5 above, it shows that all indicators have a VIF value < 5, so all
indicators do not experience multicollinearity problems.
Hypothesis Testing Analysis
a. Direct Influence
The direct influence between exogenous and endogenous variables in this study
will be presented in the figure below. The direct influence between exogenous and
endogenous variables in this study is shown in the following figure:

X1

Intellectual Capital \‘ \

1.734
Keunggulan
Kompetitif

Kinerja Keuangan

X2

Ukuran
Perusahaan

Source: SmartPLS Processed Data 3, 2025
Bootsrapping Result Model And Path Coefficient

Based on the image above, it can be seen how the relationship between variables,
either directly or through mediation (PPC) shows the magnitude of the influence and
direction of the relationship reflected in each value. The following is a table of path
coefficients as follows:

Table 6
Path Coefficient

Original | Sample | Standard | T Statistics P
Sample Mean Deviation | (|O/STDEV | Values
0) M) (STDE) 1)
IC -> KinjKeu -0.337 -0.348 0.106 3,181 0.001
IC-> KK -0.031 -0.038 0.137 0.225 0.411
KK -> KinjKeu 0.191 0.195 0.138 1,410 0.080
UK -> KinjKeu -0.420 -0.418 0.126 3,319 0,000
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2
E
<
E | UK -> KK | 0180 | 0180 | o0.108 1,673 0.047
:? Source: SmartPLS Processed Data 3, 2025
© b. Indirect influence
Table 7
Specific Indirect Effects
Original Sample Standard T P
Sample  Mean Deviation  Statistics Values
(0) (M)  (STDEV) (|O/STDEV])
IC ->KK -> KinjKeu -0.066 -0.061 0.046 1,436 0.152
UK -> KK -> KinjKeu -0.082  -0.075 0.059 1,389 0.165

Source: Data Processed by SmartPLS 3, 2025
The Influence of Intellectual Capital on Financial Performance

Intellectual Capital is one of the important things in the company's internal if the
company wants a competitive advantage with good financial performance then the
company must be able to manage intellectual capital well, so that it can affect the added
value of the company's assets. One indicator that can measure financial performance is
the profitability ratio, because this ratio is useful for stakeholders in seeing the ability of
a company to obtain its profits. Intellectual Capital (VAIC) obtained from the value of
taking value added (VA), Capital employed (VACA), Value Added Human Capital
(VAHU), and Structural Capital Value Added (STVA).

Based on the results of the hypothesis testing, the first hypothesis is accepted,
Intellectual Capital has a positive and significant effect on financial performance in
property and real estate sub-sector companies listed on the Indonesia Stock Exchange.

The results of this study are in line with (Putri & Nurfauziah, 2019) , (Febriyanti et
al., 2022) and (Kurniawati et al., 2020) who stated that intellectual capital has a positive
and significant effect on financial performance. However, it is not in line with (Fitria et
al., 2024) and (Wijaya & Sasmita, 2023) in their research which revealed that
intellectual capital does not have a positive and significant effect on financial
performance.

The Influence of Intellectual Capital on Competitive Advantage

Competitive advantage is the ability of a company to provide higher added value to
customers than its competitors, so that it can encourage increased performance and
competitiveness of the company in the market. Intellectual assets, such as employee
knowledge and expertise, innovation capabilities, relationship networks, and adaptive
organizational culture, play an important role in creating unique and high-value added
products or services.

In this study, it was found that intellectual capital has no effect on competitive
advantage. This can happen because of ineffective management of intellectual capital,
where the knowledge, skills, and innovations owned are not optimized to create real
added value for the company.

The results of this study differ from (Yuniar & Amanah, 2021) who stated that
Intellectual Capital has an effect on competitive advantage but in a negative direction,
meaning that if Intellectual Capital increases, competitive advantage decreases, and vice
versa. This can happen if a company charges premium prices to customers without
taking a good approach with its partners (relational capital), it will reduce competitive
advantage.

The Influence of Company Size on Financial Performance
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Company size reflects the scale of operations and the capacity of resources owned,
so it is considered capable of influencing the company's ability to generate profits and
maintain financial stability. Companies with larger sizes usually have easier access to
funding sources, both internal and external, and have the ability to utilize scale
efficiency and better risk diversification. The higher the total assets owned by the
company indicates that the company is classified as a large company.

In this study, it was found that company size has a positive and significant effect on
financial performance. This shows that the size of the company, the larger the size of a
company, the more efficient the company's financial performance. The larger the size of
a company indicates the greater the total amount of assets owned, which means the
higher the level of the company's ability to manage its assets in the company's
operational activities to generate profits. Thus, the larger the size of the company, the
more efficient the company's financial performance.

The results of this study agree with (Jumantari et al., 2022) and (Elizabeth Sugiarto
Dermawan, 2019) who stated that company size has a positive and significant effect on
financial performance. This is different from the findings of (Lopa & Nuraeni, 2024)
who stated that company size does not have a significant effect on financial
performance.

The Influence of Company Size on Competitive Advantage

Company size is one of the important factors that influence competitive advantage
because it reflects the scale and capacity of the company's resources. Larger companies
usually have better capabilities in accessing resources, managing risks, and utilizing
scale efficiencies, so they can produce products or services at lower costs and superior
quality than smaller companies.

Based on the research that has been done, it shows that the size of the company has
a positive and significant effect on competitive advantage. This is because larger
companies usually have more complete resources and greater capacity to manage
various aspects of the business effectively. Large companies have better ability to access
and optimize strategic resources that are difficult for competitors to imitate, so they can
create sustainable competitive advantage.

The Impact of Competitive Advantage on Financial Performance

Competitive advantage is a key factor that allows a company to maintain its position
in the market and create more value than its competitors. Companies that succeed in
building competitive advantage tend to be able to improve operational efficiency,
product innovation, and customer satisfaction, which ultimately have a positive impact
on financial performance.

The research that has been conducted reveals that competitive advantage has no
effect on financial performance. This is due to various factors, such as the lack of
optimization of advantages in business strategy, the influence of moderating variables
such as resource management and accounting practices, and external conditions such as
market competition and regulations that can affect financial results. Therefore, the
success of a company's financial performance does not only depend on competitive
advantage alone, but also on how this advantage is integrated with other resources and
adjusted to the dynamics of the business environment. The results of this study are not
in line with (Yuniar & Amanah, 2021) and (Komang Intan Pradiska et al., 2024) which
state that competitive advantage has a positive and significant effect on financial
performance.
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The Influence of Intellectual Capital on Financial Performance through
Competitive Advantage

Companies that are able to manage Intellectual Capital well will affect the condition
of the company's competitive advantage. So that the company will grow and develop if it
is able to create advantages through company resources. The higher the value of
Intellectual Capital, the greater the company's Competitive Advantage and thus will
contribute to the company's financial performance.

Based on the research results, Competitive Advantage cannot mediate Intellectual
Capital in influencing Financial Performance. This is because Intellectual Capital has an
important role in the company, competitive advantage does not function as an
intermediary that connects the influence of Intellectual Capital to improving financial
performance. In other words, Intellectual Capital management directly affects financial
performance without going through the competitive advantage path as a mediating
variable. The results of this study support the findings of (Komang Intan Pradiska et al.,
2024) and (Yuniar & Amanah, 2021) .

The Influence of Company Size on Financial Performance through
Competitive Advantage

Operational efficiencies, such as economies of scale and economies of scope, also
help large companies reduce production and distribution costs, thereby enabling them
to offer more competitive prices or increase profit margins. In addition, a strong
bargaining position in the market allows large companies to establish strategic
partnerships, secure supplies of raw materials at lower prices, and expand distribution
networks effectively. These competitive advantages not only strengthen the company's
competitiveness in the market, but also act as a bridge connecting company size with
better financial performance. Large company size not only provides direct benefits
through the scale of operations, but also indirectly through continuous improvement in
competitiveness, which is ultimately reflected in more optimal financial performance.

Based on the research results, Competitive Advantage cannot mediate Company
Size in influencing Financial Performance. This indicates that company size influences
financial performance directly, without the need to involve competitive advantage as an
intermediary.
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Conclusion

Based on the results of the research and discussion that has been done, it can be
concluded that Intellectual Capital has a positive effect on Financial Performance, but
does not affect competitive advantag. Competitive Advantage does not affect Financial
Performance. Company Size has a positive effect on Financial Performance and
Competitive Advantage. Competitive Advantage cannot mediate Intellectual Capital or
company size.
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