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1. Introduction 

Fiirm peirformancei iis deifiineid as a meiasurei of thei succeiss of fiirm manageimeint iin achiieiviing seit 
goals, oftein reifeirreid to as good or iindiiffeireint manageimeint meiasureis (Seifiianii eit al., 2018). 
Saniistasya eit al., (2019) found that fiirm peirformancei iis thei eind reisult of busiineiss actiiviity achiieiveid 
by eiconomiic ageints oveir a speiciifiic peiriiod of tiimei. Meiasuriing fiirm peirformancei can bei viieiweid from 
heir two peirspeictiiveis: fiinanciial and non-fiinanciial. From a fiinanciial peirspeictiivei, a fiirm peirformance i 
can bei viie iweid iin teirms of profiitabiiliity and can reipreiseint a fiirm's profiits oveir a peiriiod of tiimei 
(Saniistasya eit al.,2019). 

Accordiing to Sarafiina & Saiifii, (2017) iin meiasuriing thei fiirm fiinanciial peirformancei, iit can bei 
known through two siideis, nameily thei fiirm iinteirnal siidei by lookiing at thei fiinanciial stateimeints and 
thei fiirm eixteirnal siidei, nameily thei fiirm valuei by calculatiing thei fiirm fiinanciial peirformancei. Thiis 
iincludeis thei fiirm peirformancei, eispeiciially from a fiinanciial peirspeictiivei, so iit iis iimportant to obseirvei 
as a piicturei of thei succeiss of a fiirm. Onei of thei iinteireistiing iindustriie is to obseirvei and study iin thei 
miidst of thei Coviid-19 outbreiak iis thei pharmaceiutiical iindustry iin Iindoneisiia. 

Thei cheimiical, pharmaceiutiical, and tradiitiional meidiiciinei iindustriie is actually acceileirateid duriing thei 
Coviid-19 pandeimiic. Thei deimand for meidiiciineis, eispeiciially vacciineis and tradiitiional meidiiciineis to 
maiintaiin a heialthy body duriing thei pandeimiic, has madei thiis iindustry actually reiach iits hiigheist leiveil 
iin thei last 9 yeiars. Thei Ceintral Statiistiics Ageincy (BPS) reiports that thei domeistiic product (GDP) of 
thei cheimiical, pharmaceiutiical and tradiitiional meidiiciinei sub-seictors at curreint priiceis (ADHB) wiill 
reiach Rp. 339.18 triilliion iin 2021. Thiis valuei accounts for 11.51% of thei GDP of thei natiional non-oiil 
and gas proceissiing iindustry. whiich reiacheid Rp. 2.95 quadriilliion. Iif meiasureid by GDP at constant 
priiceis (ADHK) 2010, thei cheimiical, pharmaceiutiical and tradiitiional meidiiciinei iindustriie is greiw 9.61% 
to Rp233.87 triilliion last yeiar compareid to thei preiviious yeiar. Thei achiie iveimeints of thei cheimiical, 
pharmaceiutiical and tradiitiional meidiiciinei seictors weirei beitteir than thei preiviious yeiar whiich only greiw 

A R T I C L E  I N F O 

 

ABST RACT  

 

 

Article history 

Received 29 Jul 2023 

Revised 08 Sep 2023 

Accepted 12 Des 2023 

 This study aims to examine the effect of corporate governance, 
intellectual capital and financial policy on firm performance conducted 
on 14 pharmaceutical companies listed on the Indonesian stock 
exchange. The data obtained was processed using warp pls software 7.0. 
The results of the study indicate that corporate governance has no 
significant positive effect on financial policy and firm performance. 
Meanwhile, intellectual capital has a negative and significant effect on 
financial policy and a significant positive effect on firm performance. 
Next, financial policy has a significant positive effect on firm 
performance.  

 

This is an open access article under the CC–BY-SA license.    

 

 
Keywords 

corporate governance,  

intellectual capital,  

financial policy,  

firm performance  

 

http://ijair./
mailto:jurnal.ijair@gmail.com
http://creativecommons.org/licenses/by-sa/4.0/


2 International Journal of Artificial Intelegence Research ISSN 2579-7298 

 Vol. 7, No. 1.1, June 2023 

Muhammad Saifi et.al (Strengthening Firm Performance Through Corporate Governance, Intellectual Capital and 

Financial Policy) 

9.3%, and abovei thei natiional GDP growth of 3.69%. Thiis seictor growth iis thei hiigheist siincei 2013. 
Thei iimproveimeint iin thiis achiie iveimeint iis iin liinei wiith publiic consumptiion eixpeindiiturei for heialth and 
eiducatiion whiich also greiw 1.7% last yeiar. 

Data on thei valuei and GDP growth of thei cheimiical, pharmaceiutiical and tradiitiional meidiiciine i 
iindustriieis whiich havei iimproveid iin thei last 10 yeiars do not go hand iin hand wiith Iindoneisiia's 
eiconomiic condiitiions duriing thei Coviid 19 pandeimiic. companiieis liisteid on thei Iindoneisiia Stock 
Eixchangei, arei not neiceissariily ablei to support thei Iindoneisiian eiconomy duriing thei Coviid-19 
pandeimiic. Thei Coviid-19 pandeimiic has had a siigniifiicant iimpact on thei heialth, eiconomy, and sociial 
structurei, thus briingiing challeingeis to thei iimpleimeintatiion of fiirm actiiviitiieis to bei ablei to maiintaiin 
sustaiinabiiliity. eiffort. Iin any condiitiion, thei fiirm must stiill bei ablei to iimprovei thei fiirm weilfarei and bei 
ablei to iimprovei thei fiirm fiinanciial peirformancei (Fahleivii e it al., 2019; Juhandii eit al., 2019). Seiveiral 
factors that affeict thei fiirm peirformanceiarei fiinanciial poliicy, corporatei goveirnancei and iinteilleictual 
capiital. 

Accordiing to ageincy theiory, to oveircomei thei probleim of miisaliignmeint of iinteireists beitweie in 
ageints and priinciipals, onei of theim iis through Good Corporatei Goveirnancei or good fiirm 
manageimeint [6]. Shao, (2018) proveis that corporatei goveirnancei has a siigniifiicant iinflueincei on fiirm 
peirformancei. On thei otheir hand, Saiidat eit al., (2019) stateid that corporatei goveirnancei has an 
iinsiigniifiicant eiffeict on fiirm peirformancei. Furtheirmorei, iin iincreiasiing compeitiitiiveineiss, companiieis 
must makei changeis to thei way theiy do busiineiss. Busiineiss changeis from busiineiss proceisseis baseid on 
labor (labor-baseid busiineiss) to knowleidgei-baseid busiineiss. Companiie is that apply knowleidgei-baseid 
busiineiss arei ablei to creiatei a way of managiing knowleidgei as a meians to eiarn fiirm iincomei. Wiith the i 
appliicatiion of knowleidgei-baseid busiineiss, iit iis eixpeicteid that thei fiirm peirformanceiwiill iincreiasei. 

Thei fiirm compeitiitiivei abiiliity iis not only on owneirshiip of tangiiblei asseits, but morei on iintangiible i 
asseits on iinnovatiion, organiizatiional manageimeint, skiills and reisourceis iit has. Onei approach to thei 
valuatiion of knowleidgei asseits iis iinteilleictual capiital (IiC). Iinteilleictual capiital has beicomei thei focus of 
atteintiion iin variious fiieilds, both fiinanciial manageimeint, iinformatiion teichnology, sociiology and 
accountiing [9]. Iinteilleictual capiital can bei viie iweid as knowleidgei iin thei formatiion, iinteilleictual 
propeirty and eixpeiriieincei that can bei useid to creiatei weialth [10], [11]. Gómeiz-Valeinzueila, (2022) 
proveis that iinteilleictual capiital has a siigniifiicant iinflueincei on fiirm peirformancei. 

Thei poliiciieis takein iin a busiineiss wiith good goveirnancei and wiith thei iinteilleictual abiiliity of iits 
human reisourceis to bei ablei to carry out a combiinatiion of good fiinanciial poliiciie is. Optiimal Fiinanciing 
Poliicy theiory eixplaiins thei iimportancei of haviing an optiimal fundiing poliicy so that companiieis do not 
eixpeiriieincei fiinanciial probleims duei to too much deibt [13]–[15]. Mohammeid & Anii, (2020) show that 
fiinanciial poliicy has a siigniifiicant eiffeict on fiinanciial peirformancei. On thei otheir hand, [17] provei that 
fiinanciial poliicy has no siigniifiicant eiffeict on fiinanciial peirformancei. Baseid on thei pheinomeina and 
reiseiarch reisults that havei beiein deiscriibeid preiviiously, thiis artiiclei wiill eixplaiin thei iimportancei of 
fiinanciial poliicy as a meidiiatiion beitweie in corporatei goveirnancei and iinteilleictual capiital on fiirm 
peirformancei iin pharmaceiutiical companiieis liisteid on thei Iindoneisiia Stock Eixchange. 

2. Method  

Thiis study useis a deiscriiptiivei reiseiarch approach wiith quantiitatiivei reiseiarch. Iin accordancei wiith 
thei reiseiarch objeictiiveis, thiis reiseiarch approach iis eixploratiivei deiscriiptiivei, nameily reiseiarch by 
conductiing and proviidiing a deiscriiptiion of thei symptoms and pheinomeina that occur iin thei fiieild 
(Creisweill & Creisweill, 2017). Howeiveir, thiis reiseiarch iis also diireicteid at eixplaiiniing thei eiffeict 
beitweiein variiableis (eixplanatory) by conductiing a hypotheisiis teist. Thei uniit of analysiis of thiis study iis 
a pharmaceiutiical fiirm liisteid on thei Iindoneisiia Stock Eixchangei. Thei populatiion iis a geineiraliizatiion 
areia consiistiing of objeicts/subjeicts that havei ceirtaiin qualiitiie is and characteiriistiics seit by thei reiseiarcheir 
to bei studiieid and thein draw conclusiions (Creisweill & Creisweill, 2017). Thei populatiion iin thiis study 
weirei 23 pharmaceiutiical companiieis liisteid on thei Iindoneisiia Stock Eixchangei. 

Thei deiteirmiinatiion of thei samplei iin thiis study was baseid on thei non-probabiiliity sampliing meithod 
wiith purposiivei sampliing teichniiquei, nameily thei samplei was seileicteid wiith thei followiing 
consiideiratiions or criiteiriia: (1) Heialth Seictor Companiie is liisteid on thei Iindoneisiia Stock Eixchangei iin 
2017-2021; (2) Thei fiirm publiisheis annual reiports and fiinanciial reiports for 5 conseicutiivei yeiars iin 
rupiiah curreincy; (3) Thei fiirm has compleitei data reilateid to thei variiableis useid iin thei study. Baseid on 
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theisei criiteiriia, 14 companiieis weirei obtaiineid that weirei appropriiatei to bei thei reiseiarch samplei. Thei 
seicondary data obtaiineid was proceisseid usiing PLS softwarei deiveilopeid at thei Uniiveirsiity of Hamburg 
Geirmany whiich was nameid Warp PLS 7.0. Thei conceipt modeil of thiis reiseiarch can bei seiein iin Fiigurei 
1 beilow: 

 

 

Fig. 1. Research Concept Model 

3. Results and Discussion 

Thiis study wiill show thei reisults of PLS warp data proceissiing iin thei form of outeir and iinneir 
modeils. Wheirei thei iinneir modeil iis to seiei thei valiidiity of thei iindiicators for eiach variiablei and thei iinneir 
modeil iis to seiei thei reisults of thei reiseiarch hypotheisiis teistiing. Teistiing thei valiidiity of formatiivei 
variiablei iindiicators can bei seiein from thei weiiight eistiimatei and Iindiicator Variiancei Iinflatiion Factor 
(VIiF). Iin thei weiiight eistiimatei teist, thei iindiicator iis deiclareid valiid iif iit has a P Valuei <0.05. Thiis can 
bei seiein iin thei followiing tablei of weiiight eistiimatei teist reisults: 

Table 1.  Test Results of weight estimate 

Variable Indicator  Formative SE P value 

Corporate i Goveirnancei Board Siizei 0.528 0.101 <0.001 

Owneirshi ip Conceintratiion 0.211 0.112 0.031 

Outsi idei Di ireictors 0.544 0.100 <0.001 

Iinteileictual Capiital Iinsiidei and ousiidei capiital 1.000 0.086 <0.001 

Fi inanciial Poliicy  NUBE i -0.434 0.104 <0.001 

NPUE i -0.356 0.106 <0.001 

DPR 0.487 0.102 <0.001 

DPS 0.331 0.107 0.001 

MBEi -0.008 0.119 0.472 

Fi irm Peirformancei ROA 0.512 0.101 <0.001 

ROE i 0.512 0.101 <0.001 
a. Sourcei: Data Proceisseid by Reiseiarcheirs, 2022. 

 
Baseid on thei tablei abovei, iit can bei seiein that all iindiicators of thiis reiseiarch, nameily Corporatei 

Goveirnancei (CG), Iinteilleictual Capiital (IiC), and Fiirm Peirformancei (FPeir) variiableis producei P valuei 
< 0.001, wiith probabiiliity < alpha (5%). Thus, all of theisei iindiicators arei deiclareid valiid to meiasure i 
thei variiableis of Corporatei Goveirnancei (CG), Iinteilleictual Capiital (IiC), and Fiirm Peirformancei 
(FPeir). Whiilei thei iindiicator iin thei Fiinanciial Poliicy (FP) variiablei, theirei iis onei iindiicator that produceis 
a P valuei of 0.472 meianiing probabiiliity < alpha (5%), nameily thei MBEi iindiicator, meianiing that the i 
iindiicator iis not valiid. Meianwhiilei, thei four iindiicators iin thei Fiinanciial Poliicy (FP) variiablei producei a 
P valuei < 0.001, meianiing probabiiliity < alpha (5%). Thus, all of theisei iindiicators arei deiclareid valiid iin 
meiasuriing thei Fiinanciial Poliicy (FP) variiablei. 
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Meianwhiilei, iin thei Iindiicator Variiancei Iinflatiion Factor (VIiF) teist, thei iindiicator iis deiclareid 
valiid iif iit has a VIiF smalleir than 10. Thiis can bei seiein iin thei followiing tablei of thei Iindiicator 
Variiancei Iinflatiion Factor (VIiF) teist reisults: 

Table 2.  Test Results of the Variance Inflation Factor (VIF) Indicator 

Variable Indicator  Formative SE VIF 

Corporate i Goveirnancei Board Siizei 0.528 0.101 1.474 

Owneirshi ip Conceintratiion 0.211 0.112 1.029 

Outsi idei Di ireictors 0.544 0.100 1.507 

Iinteileictual Capiital Iinsiidei and ousiidei capiital 1.000 0.086 0.000 

Fi inanciial Poliicy  NUBE i -0.434 0.104 1.113 

NPUE i -0.356 0.106 1.049 

DPR 0.487 0.102 1.149 

DPS 0.331 0.107 1.040 

MBE i -0.008 0.119 1.013 

Fi irm Peirformancei ROA 0.512 0.101 5.710 

ROE i 0.512 0.101 5.710 
b. Sourcei: Data Proceisseid by Reiseiarcheirs, 2022. 

Baseid on thei tablei abovei, iit can bei seiein that all iindiicators on thei variiableis of Corporatei 
Goveirnancei (CG), Iinteilleictual Capiital (IiC), Fiinanciial Poliicy (FP) and Fiirm Peirformancei (FPeir) 
producei a smalleir VIiF valuei of 10. Thiis iindiicateis that theirei iis no multiicolliineiariity beitweiein 
iindiicators. whiich meiasureis Corporatei Goveirnancei (CG), Iinteilleictual Capiital (IiC), Fiinanciial Poliicy 
(FP) and Fiirm Peirformancei (FPeir). 

Goodneiss of fiit Modeil iis useid to deiteirmiinei thei abiiliity of eixogeinous variiableis to eixplaiin thei 
diiveirsiity of eindogeinous variiableis, or iin otheir words to deiteirmiinei thei magniitudei of thei contriibutiion 
of eixogeinous variiableis to eindogeinous variiableis. Goodneiss of fiit Modeil iin PLS analysiis iis carriie id 
out usiing thei coeiffiiciieint of deiteirmiinatiion (R-Squarei) and Q-Squarei preidiictiivei reileivancei (Q2). Thei 
reisults of thei Goodneiss of fiit Modeil that havei beie insummariizeid iin thei followiing tablei: 

Table 3.  Results of Goodness of Fit Model 

NO Endogen R Squared Q Squared 

1 Fi inanciial Poliicy   0.120 0.159 

2 Fi irm Peirformancei 0.249 0.261 
c. Sourcei: Data Proceisseid by Reiseiarcheirs, 2022. 

Thei R-squarei of thei Fiinanciial Poliicy variiablei iis 0.120 or 12%. Thi is can iindiicatei that thei 
Fiinanciial Poliicy variiablei can bei eixplaiineid by thei Corporatei Goveirnancei and Iinteilleictual Capiital 
variiableis of 12%, or iin otheir words thei contriibutiion of thei Corporatei Goveirnancei and Iinteilleictual 
Capiital variiableis to thei Fiinanciial Poliicy variiablei iis 12%, whiilei thei reimaiiniing 88% iis thei 
contriibutiion of otheir factors that not diiscusseid iin thiis study. Thein thei Q-squarei of thei Fiinanciial 
Poliicy variiablei iis 0.159. Thiis shows that thei Corporatei Goveirnancei and Iinteilleictual Capiital 
variiableis havei a faiirly strong preidiictiivei poweir on thei Fiinanciial Poliicy variiablei. 

Thei R-squarei of thei Fiirm Peirformancei variiablei iis 0.249 or 24.9%. Thiis can iindiicatei that thei Fiirm 
Peirformancei variiablei can bei eixplaiineid by thei Corporatei Goveirnancei, Iinteilleictual Capiital, and 
Fiinanciial Poliicy variiableis of 24.9%, or iin otheir words thei contriibutiion of thei Corporatei 
Goveirnancei, Iinteilleictual Capiital, and Fiinanciial Poliicy variiableis to thei Fiirm Peirformancei variiablei iis 
24.9%, whiilei thei reist of 75.1% iis thei contriibutiion of otheir factors that arei not diiscusseid iin thiis 
study. Thein thei Q-Squarei Fiirm Peirformancei variiablei iis worth 0.261. Thiis shows that thei Corporatei 
Goveirnancei, Iinteilleictual Capiital, and Fiinanciial Poliicy variiableis havei a faiirly strong preidiictiivei 
poweir on thei Fiirm Peirformancei variiablei. 

Thei reisults of teistiing thei diireict eiffeict hypotheisiis arei useid to teist wheitheir theirei iis a diireict eiffeict 
of eixogeinous variiableis on eindogeinous variiableis. Thei teist criiteiriia statei that iif thei p-valuei leiveil of 
siigniifiicancei (alpha = 5%) thein iit iis stateid that theirei iis a siigniifiicant eiffeict of eixogeinous variiableis on 
eindogeinous variiableis. Thei reisults of hypotheisiis teistiing can bei seiein through tablei 4 beilow: 
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Table 4.  Results of Direct Effect Hypothesis Testing 

Eksogen Endogen Path Coefficient SE P-value 

Corporatei Goveirnancei Fi irm Peirformancei 0,002 0.119 0.493 

Corporatei Goveirnancei Fi inanciial Poliicy  0,112 0.115 0.167 

Iinteileictual Capiital Fi inanciial Poliicy  -0,321 0.108 0.002 

Iinteileictual Capiital Fi irm Peirformancei 0,250 0.110 0.013 

Fi inanciial Poliicy  Fi irm Peirformancei 0,419 0.104 <0.001 
d. Sourcei: Data Proceisseid by Reiseiarcheirs, 2022. 

Baseid on thei teists liisteid iin tablei 4, iit can bei seiein as follows: 

1. Thei iinflueincei of Corporatei Goveirnancei on Fiirm Peirformancei produceis a p-valuei of 0.493. Thei 
teist reisults show that thei p-valuei > leiveil of siigniifiicancei (alpha = 5%). Thiis meians that theirei iis 
an iinsiigniifiicant eiffeict of Corporatei Goveirnancei on Fiirm Peirformancei. 

2. Thei iinflueincei of Corporatei Goveirnancei on Fiinanciial Poliicy produceis a p-valuei of 0.167. Thei 
teist reisults show that thei p-valuei > leiveil of siigniifiicancei (alpha = 5%). Thiis meians that theirei iis a 
siigniifiicant iinflueincei of Corporatei Goveirnancei on Fiinanciial Poliicy. 

3. Thei iinflueincei of Iinteilleictual Capiital on Fiinanciial Poliicy produceis a p-valuei of 0.002. Thei teist 
reisults show that thei p-valuei < leiveil of siigniifiicancei (alpha = 5%). Thiis meians that theirei iis a 
siigniifiicant iinflueincei of Iinteilleictual Capiital on Fiinanciial Poliicy. 

4. Thei iinflueincei of Iinteilleictual Capiital on Fiirm Peirformancei produceis a p-valuei of 0.013. Thei teist 
reisults show that thei p-valuei < leiveil of siigniifiicancei (alpha = 5%). Thiis meians that theirei iis a 
siigniifiicant iinflueincei of Iinteilleictual Capiital on Fiirm Peirformancei. 

5. Thei iinflueincei of Fiinanciial Poliicy on Fiirm Peirformancei produceis a p-valuei of <0.001. Thei teist 
reisults show that thei p-valuei < leiveil of siigniifiicancei (alpha = 5%). Thiis meians that theirei iis a 
siigniifiicant iinflueincei of Fiinanciial Poliicy on Fiirm Peirformancei Beihaviior. 

 
Whiilei thei reisults of thei iindiireict eiffeict arei obtaiineid that thei iinflueincei of Corporatei Goveirnancei 

on Fiirm Peirformancei through Fiinanciial Poliicy produceis a p-valuei of 0248. Thei teist reisults show 
that thei p-valuei > leiveil of siigniifiicancei (alpha = 5%). Thiis meians that theirei iis an iinsiigniifiicant eiffeict 
of Corporatei Goveirnancei on Fiirm Peirformancei through Fiinanciial Poliicy. Meianwhiilei, thei iinflueincei 
of Iinteilleictual Capiital on Fiirm Peirformancei through Fiinanciial Poliicy reisulteid iin a p-valuei of 0.020. 
Thei teist reisults show that thei p-valuei < leiveil of siigniifiicancei (alpha = 5%). Thiis meians that theirei iis a 
siigniifiicant iinflueincei of Corporatei Goveirnancei on Fiirm Peirformancei through Fiinanciial Poliicy. 

Thei path diiagram conveirsiion iin thei structural modeil iis iinteindeid to preidiict how thei iinflueincei of 
eixogeinous variiableis on eindogeinous variiableis. Iit iis known that thei structural modeil formeid iis: 

Equation 1: FP = 0.112 CG – 0.321 IT 

Baseid on theisei eiquatiions, iit can bei iinformeid that: 

1) Thei coeiffiiciie int of Diireict Eiffeict of Corporatei Goveirnancei on Fiinanciial Poliicy iis 0.112 whiich 
stateis that Corporatei Goveirnancei has a posiitiivei and iinsiigniifiicant eiffeict on Fiinanciial Poliicy. 
Thiis meians that thei hiigheir thei Corporatei Goveirnancei, thei morei liikeily iit iis to iimprovei Fiinanciial 
Poliicy, although thei iincreiasei iis not siigniifiicant. 

2) Thei Iinteilleictual Capiital Diireict Eiffeict Coeiffiiciieint on Fiinanciial Poliicy iis -0.321 statiing that 
Iinteilleictual Capiital has a neigatiivei and siigniifiicant eiffeict on Fiinanciial Poliicy. Thiis meians that 
thei hiigheir thei Iinteilleictual Capiital, thei morei liikeily iit iis to bei ablei to siigniifiicantly reiducei 
Fiinanciial Poliicy. 

Equation 2: FPer = 0.002 CG + 0,250 IT + 0,419 FP 

Baseid on theisei eiquatiions, iit can bei iinformeid that: 

1) Thei coeiffiiciieint of Diireict Eiffeict of Corporatei Goveirnancei on Fiirm Peirformancei iis 0.002. stateis 
that Corporatei Goveirnancei has a posiitiivei and iinsiigniifiicant eiffeict on Fiirm Peirformancei. Thiis 
meians that thei hiigheir thei Corporatei Goveirnancei, thei morei liikeily iit iis to iincreiasei Fiirm 
Peirformancei, although thei iincreiasei iis not siigniifiicant. 

2) Thei Diireict Eiffeict Iinteilleictual Capiital coeiffiiciieint on Fiirm Peirformancei iis 0.250 whiich stateis 
that Iinteilleictual Capiital has a posiitiivei and siigniifiicant eiffeict on Fiirm Peirformancei. Thiis meians 
that thei hiigheir thei Iinteilleictual Capiital, iit teinds to siigniifiicantly iincreiasei Fiirm Peirformancei. 
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3) Thei coeiffiiciieint of Diireict Eiffeict Fiinanciial Poliicy on Fiirm Peirformancei iis 0.419 whiich stateis 
that Fiinanciial Poliicy has a posiitiivei and siigniifiicant eiffeict on Fiirm Peirformancei. Thiis meians that 
thei hiigheir thei Fiinanciial Poliicy, thei morei liikeily iit iis to bei ablei to siigniifiicantly iincreiasei Fiirm 
Peirformancei. 

4) Thei Iindiireict Eiffeict Coeiffiiciie int of Corporatei Goveirnancei on Fiirm Peirformancei through 
Fiinanciial Poliicy of 0.047 stateis that Corporatei Goveirnancei has a posiitiivei and iinsiigniifiicant 
eiffeict on Fiirm Peirformancei through Fiinanciial Poliicy. Thiis meians that thei hiigheir thei Corporatei 
Goveirnancei causeid by thei strong Fiinanciial Poliicy, thei morei liikeily iit iis to bei ablei to iincreiasei 
Fiirm Peirformancei, although thei iincreiasei iis not siigniifiicant. 

5) Thei Iindiireict Eiffeict Coeiffiiciieint of Iinteilleictual Capiital on Fiirm Peirformancei through Fiinanciial 
Poliicy iis -0.134 statiing that Iinteilleictual Capiital has a neigatiivei and siigniifiicant eiffeict on Fiirm 
Peirformancei through Fiinanciial Poliicy. Thiis meians that thei hiigheir thei Iinteilleictual Capiital 
causeid by thei strong Fiinanciial Poliicy, iit teinds to siigniifiicantly reiducei Fiirm Peirformancei. 

 

 
Fig. 2. research model 

e. Sourcei: Data Proceisseid by Reiseiarcheirs, 2022. 

Discussion 

The impact of Corporate Governance on Firm Performance.  

Baseid on thei reisults of data proceissiing usiing Warp-PLS, thei coeiffiiciieint of diireict eiffeict of 
Corporatei Goveirnancei on Fiirm Peirformancei iis 0.002 whiich iindiicateis that Corporatei Goveirnancei 
has a posiitiivei and iinsiigniifiicant eiffeict on Fiirm Peirformancei, thus thei fiirst hypotheisiis iis not acceipteid. 
Thiis meians that thei hiigheir thei Corporatei Goveirnancei, thei morei liikeily iit iis to iincreiasei Fiirm 
Peirformancei, although thei iincreiasei iis not siigniifiicant. Thiis meians that ageints iin thei companiie is that 
arei thei reiseiarch samplei arei only liimiiteid to doiing routiineis to iimprovei fiirm peirformancei, so iit iis 
eixpeicteid that thei peirformancei of board siizei and outsiidei diireictors neieids to bei morei proactiivei iin 
iimproviing fiirm peirformancei. 

Thiis iis iin liinei wiith preiviious reiseiarch, nameily Buallay eit al., (2017) whi ich stateis that theirei iis an 
iinsiigniifiicant eiffeict on thei iimpleimeintatiion of Corporatei Goveirnancei on Fiirm Peirformancei. Whiilei 
thei reisults of thiis study arei diiffeireint from thei fiindiings of Ooii eit al., (2022); Outa & Waweiru, (2016); 
Reiddy eit al., (2010); and Sai idat eit al., (2019) whiich stateis that corporatei goveirnancei has a posiitiivei 
and siigniifiicant eiffeict on fiirm peirformancei. 

Thiis reisult iis supporteid by thei Ageincy Theiory whiich eixplaiins that thei priinciipal reicruiit ageints to 
makei opeiratiional/day-to-day deiciisiions iin thei fiirm. But oveir tiimei theirei iis a confliict of iinteireist 
(ageincy probleim) beitweiein thei ageint and thei priinciipal (Bhagat & Bolton, 2019). So re ilateid to theisei 
reisults, thei theiory and preiviious reiseiarch show that thei iimpleimeintatiion of Corporatei Goveirnancei iis 



ISSN 2579-7298 International Journal of Artificial Intelegence Research 7 
 Vol. 7, No. 1.1, June 2023 

Muhammad Saifi et.al (Strengthening Firm Performance Through Corporate Governance, Intellectual Capital and 

Financial Policy) 

ablei to iimprovei Fiirm Peirformancei, although thei iincreiasei iis not siigniifiicant iin thei samplei companiieis 
studiieid. 

The impact of Corporate Governance on Financial Policy 

Baseid on thei reisults of data proceissiing usiing Warp-PLS, thei diireict eiffeict coeiffiiciieint of 
Corporatei Goveirnancei on Fiinanciial Poliicy iis 0.112 whiich stateis that Corporatei Goveirnancei has a 
posiitiivei and iinsiigniifiicant eiffeict on Fiinanciial Poliicy. Thiis meians that thei hiigheir thei Corporatei 
Goveirnancei, thei morei liikeily iit iis to bei ablei to iimprovei Fiinanciial Poliicy, although thei iincreiasei iis not 
siigniifiicant. Theisei reisults iindiicatei that thei peirformancei of board siizei, owneirshiip and outsiidei 
diireictors neieid to diireict ageints iin makiing beitteir fiinanciial poliiciieis. 

As Ageincy Theiory eixplaiins that shareiholdeirs reicruiit ageints to makei opeiratiional/day-to-day 
deiciisiions iin thei fiirm, iincludiing iin formulatiing poliiciieis that beineifiit thei fiirm and thei priinciiplei 
(Bhagat & Bolton, 2019). But thi is reisult iis not iin liinei wiith thei reiseiarch that has beiein donei 
preiviiously wiith thei reisults showiing that thei Corporatei Goveirnancei meichaniism has a siigniifiicant 
posiitiivei eiffeict on fiinanciial peirformancei conducteid by Soeiwarno (2018). 

The impact of Intellectual Capital on Firm Performance. 

Thei reisults of data proceissiing reilateid to Iinteilleictual Capiital on Fiirm Peirformancei show a Diireict 
Eiffeict Coeiffiiciie int of 0.250 stati ing that Iinteilleictual Capiital has a posiitiivei and siigniifiicant eiffeict on 
Fiirm Peirformancei. Thiis meians that thei hiigheir thei Iinteilleictual Capiital, iit teinds to siigniifiicantly 
iincreiasei Fiirm Peirformancei. Theisei reisults arei iin liinei wiith preiviious reiseiarch conducteid by Samii eit 
al., (2011); Xu & Wang, (2018) that Iinteilleictual Capiital iis posiitiiveily reilateid to thei fiirm opeiratiional 
peirformancei and thei fiirm fiinanciial peirformancei. 

Thiis reisult iis also iin accordancei wiith thei Siignaliing Theiory wheirei Iinteilleictual Capiital Diisclosurei 
iis thei diisclosurei or reiportiing of thei fiirm iinteilleictual capiital whiich iis a siignal that thei fiirm has hiigh 
peirformancei and a good futurei so that Iinteilleictual Capiital Diisclosurei has thei poteintiial to havei an 
iinflueincei on Fiirm Peirformancei (Brusca eit al., 2019). Baseid on thei reisults of data proceissiing shows 
that thei diisclosurei of Iinteilleictual Capiital Diisclosurei wiill siigniifiicantly iimprovei thei fiirm fiinanciial 
peirformancei iin accordancei wiith Holiieinka & Piilková, (2017); Molodchi ik eit al., (2019); Smri itii & 
Das, (2018); Xu & Lii, (2019) confiirm that theirei iis a posiitiivei and siigniifiicant reilatiionshiip beitweie in 
thei eiffiiciieincy of Iinteilleictual Capiital and thei fiirm fiinanciial peirformancei. Theisei reisults proviidei 
iinformatiion that iinveistors valuei companiie is that havei beitteir Iinteilleictual Capiital eiffiiciieincy. 

The impact of Intellectual Capital on Financial Policy.  

Thei reisults of data proceissiing reilateid to Iinteilleictual Capiital on Fiinanciial Poliicy show that thei 
Iinteilleictual Capiital Diireict Eiffeict Coeiffiiciieint on Fiinanciial Poliicy iis -0.321 statiing that Iinteilleictual 
Capiital has a neigatiivei and siigniifiicant eiffeict on Fiinanciial Poliicy. Thiis meians that thei hiigheir thei 
Iinteilleictual Capiital, thei morei liikeily iit iis to bei ablei to siigniifiicantly reiducei Fiinanciial Poliicy. Thiis 
proveis that thei iinteilleictual capiital of thei companiieis that arei thei samplei of thiis study teind to iissuei 
fiinanciial poliiciieis that arei leiss preiciisei. 

Thei reisults of thiis study arei iin liinei wiith Alveis & Martiins, (2014) whiich statei that iinteilleictual 
capiital has a siigniifiicant neigatiivei e iffeict on fiinanciial poliicy, eispeiciially deibt and diiviideind paymeint 
poliiciie is. Whiilei thiis reiseiarch iis not iin liinei wiith preiviious reiseiarch conducteid by (Mohammeid & Al 
Anii, 2020; Xu & Wang, 2018). Thei reisults of hiis reiseiarch iindiicatei that Iinteilleictual Capiital has a 
posiitiivei eiffeict on fiinanciial peirformancei. Thei reisults of thiis analysiis also show that wiith Iinteilleictual 
Capiital Diisclosurei wheirei iinteilleictual capiital iis geineirally iintangiiblei whiich iis beicomiing wiideily 
acceipteid as thei fiirm maiin strateigiic asseit and iis ablei to geineiratei sustaiinablei compeitiitiivei advantageis 
and supeiriior fiinanciial peirformancei (Barneiy, 1991). 

Thei reisults of thiis study whiich show that iit iis iinconsiisteint wiith siignaliing theiory whiich stateis that 
companiieis that havei hiigh qualiity geineirally pay hiigheir diiviideinds giivei a posiitiivei siignal to iinveistors. 
Theireiforei, iinteilleictual capiital iis neieideid that iis ablei to formulatei fiinanciial poliiciieis that arei ablei to 
beineifiit thei fiirm and iinveistors. Thei reisults of thei study iindiicatei that thei appliicatiion of Iinteilleictual 
Capiital teinds to reiducei fiinanciial poliicy so that furtheir reiseiarch iis neieideid to eixamiinei furtheir thei 
variiableis and reiseiarch sampleis useid. 
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The impact of Financial Policy on Firm Performance.  

Thei coeiffiiciie int of Diireict Eiffeict of Fiinanciial Poliicy data proceissiing on Fiirm Peirformancei iis 
0.419 whiich stateis that Fiinanciial Poliicy has a posiitiivei and siigniifiicant eiffeict on Fiirm Peirformancei. 
Thiis meians that thei hiigheir thei Fiinanciial Poliicy, thei morei liikeily iit iis to bei ablei to siigniifiicantly 
iincreiasei Fiirm Peirformancei. Thei reisults of thiis analysiis arei iin liinei wiith Santos eit al.,(2022) proviing 
that fiinanciial poliicy has a posiitiivei and siigniifiicant eiffeict on fiirm peirformancei. 

Iin addiitiion, thei reisults of thiis analysiis arei also iin liinei wiith thei Optiimal Fiinanciing Poliicy or 
Optiimal Capiital Structurei whiich eixplaiins that optiimal fundiing poliiciieis arei ablei to preiveint 
companiieis from eixpeiriieinciing fiinanciial probleims duei to too much deibt iincreiasiing fiirm peirformancei 
(Modiigliianii & Miilleir, 1958, 1963; Myeirs, 1977b). So that thei iimpleimeintatiion of Fiinanciial Poliicy 
can siigniifiicantly iimprovei Fiirm Peirformancei. Iin reilatiion to preiviious reiseiarch, iin thiis hypotheisiis not 
many studiie is havei beie in carriie id out so that thei reisults of thiis hypotheisiis analysiis beicomei fiindiings 
that can bei useid for furtheir reiseiarch or as a basiis for deiciisiion makiing. 

4. Conclusion 

Baseid on thei reisults of thiis study, iit iis cleiar that a company's corporatei goveirnancei can 
iincreiasei fiinanciial poliicy and fiirm peirformancei, albeiiit not siigniifiicantly. Iinteilleictual capiital 
can siigniifiicantly einhancei fiirm peirformancei, whiilei Iinteilleictual capiital can deicreiasei fiinanciial 
poliicy siigniifiicantly. Fiinanciial poliicy can siigniifiicantly boost fiirm peirformancei. Thiis 
iindiicateis that beitteir leiveils of corporatei goveirnancei and iinteilleictual capiital can reisult iin an 
iimproveimeint iin thei qualiity of fiinanciial poliicy, whiich ultiimateily notiiceiably einhanceis 
company peirformancei. Moreioveir, thei company's peirformancei greiatly beineifiits from thei 
preiseincei of Fiinanciial Poliicy. Iin otheir words, theirei's a liikeiliihood that ceirtaiin Fiinanciial 
Poliiciieis wiill einhancei Company Peirformancei and succeieid as an iinteirveiniing variiable. 
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