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Abstract

The COVID-19 pandemic that has hit the world in general and Indonesia in particular has paralyzed the
economies of all countries in the world, including Indonesia. The current conditions have paralyzed activities and
activities, ranging from business, economics, education, and many others. Even in the COVID-19 pandemiic,
companies must still be able to improve their performance in order to survive. The industrial sectors that are
expected to survive and thrive in the midst of the Covid-19 pandemr'c@' food, pharmaceuticals, hospitals, and
information and communication technology (ICT). The purpose of this study is to identify the role of
vimnmemaf performance, intellectual capital, and corporate social responsibility in increasing profitability
and financial performance ofPharma@imf Companies listed on the Indonesia Stock Exchange for the 2017-
2019 period. The research population is all pharmaceutical companies listed on the Indonesia Stock Exchange
operating in Irm\«?sia, totaling 9 companies with a measurement time of 3 years so that a sample of 27 is
obtained. The data analysis method used is smart PLS analysis. The results showed that environmental
performance had a positive and significant eB:x on profitability. Intellectual capital has no significant effect on
profitability. Corporate social responsibility has a positive and significant effect on profitability. Environmental
performance has no significant effect on financial perfomm‘e. Intellectual capital has no significant effect on
financial performance. Cormm? social responsibility has a negative and significant effect on financial
performance. The company's profitability has a negative and significant effect on financial performance.
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1. INTRODUCTION Indonesia. Despite the pressure from the impact of

The Covid 19 pandemic that hit the world in
general and Indonesia in particular has had an
impact in all @as of life. The first impact that can
be felt is that Wousehold consumption or purchasing
power, which is the 60 percent supportn()r
Indonesia's economy, falls quite significantly. This
1s evidenced by data from BPS which records that
household consumption fell from 5.02 percent in the
first quarter of 2019 to 2.84 percent in the first
quarter of this year. The second im of a
pandemic event is that it creates a prolonged
uncertainty so that investment weakens and has
implications for the cessation of business.
Meanwhile, the third impact was that the entire
world experienced a weakening economy, causing
commodity prices to fall and Indonesia's exports to
EiFal countries to a halt
(Https://republika co.id/beritalqdgt5p383/tiga-
dampak-besar-pandemi-covidl9-bagi-ekonomi-ri,
2020).

The Covid 19 pandemic has also had an
impact on the growth of the industrial sector in

the corona pandemic (Covid-19), the industrial
sector still provided the largest contribution to the
national gross domestic product (GDP) structure up
to 1998% in the first quarter of 2020. The
government is also determined to spur the
performance of the industrial sector to continue.
driving the wheels of the economy, but still adhering
to health protocols. BPS data for 2020, shows
several sectors of the non-oil and gas processing
industry that still recorded positive performance
during the first three months of 2020, including the
chemical, pharmaceutical and traditional medicine
industries  which grew by 5.59%, then the
transportation equipment industry (4.64%) and food
and beverage industry (3.94%)
(https:/lindustri kontan .co.id/news/sektor-industri-
menyumbang-19-pdb-indonesia-di-kuartal-
pertama-2020, 2020)

Along with the Covid 19 pandemic that has
hit the world in general and Indonesia in particular,
many companies have been affected. The impacts on
companies are manifold. There are several




companies that have gone out of business and some
are still able to survive even with minimal profits.
Several companies that were still able to provide
benefits and contributions included the chemical,
pharmaceutical and traditional medicine industries
which grew by 5.59%, then the transportation
equipment industry (4.64%) and the food and
beverage industry (3.94%). Meanwhile, industrial
sectors that are expected to survive and develop
amid the Covid-19 pandemic are food,
pharmaceuticals, hospitals, and information and
communication technology (ICT). When the Covid
19 pandemic occurred, the food sector, the
pharmaceutical sector, the hospital industry and
information and communication technology were
sectors that were urgent and very much needed.
When people are ordered to work from home
(WFH), the need for food is still fulfilled by the
presence of information and communication
technology by utilizing applications and Gojek and
the like so that people's needs can be met. The need
for medicines during the Covid 19 pandemic is also
very much needed by the community to increase
immunity so that they can avoid the corona virus.
Thus, the contribution of the food, pharmaceutical,
hospital and information and communication
technology sectors to gross domestic product is a
very significant ezlse. This research focuses on
pharmaceutical sector companies listed on the
Indonesia Stock Exchange for the period 2017-2019.
There are around nine (9) sector companies that took
part in suppressing the number of Covid 19 that hit
Indonesia.

The owner of a pharmaceutical company that
has been registered with the Indonesian Stock
Exchange, on the one hand, is required to improve
its performance in order to meet the interests of
sharecholders. Sharcholders continue to demand that
the company performs well so that the share of
shares for shareholders 1s increasing over time so
that profits also increase. In addition to being
required to improve financial performance, the
ability to generate profits also needs attention.
Company profitability is one of the company's
performance measurements that can be measured in
ratios to describe the company's ability to generate
profits through all @lgabilities and resources owned
by the company such as sales activities, cash,
capital, number of employees, number of branches,
and so on. Calcul@kbd of company profits can be
seen from the Net Profit Margin / NPM which is a
comparison between profit and total netincome. The
higher the profit, the higher the NPM, this is because
the level of profitability is one way to calculate the
company's efficiency by comparing the profit
available to the owners of their own capital with the
amount of their own capital that generates the profit.
In additiorffigg profitability, the thing that gets
attention is the company's financial performance. In

general, financial performance is an effort made by
every company to measure and assess every success
achieved in generating profits, so that the company
can see the prospects, growth, and potential
developments that have been achieved in the
company. Financial performance appraisal is one
way to fulfill obligations to investors in achieving
the goals and desires that have been pl§kfled and set
by the company. One measure of company
performance can be seen from how the company
meets sh()rl-tm needs related to its financial
liquidity. The liquidity ratio shows the company's
ability to meet short-term financial obligations
(Gumanti, 2011). Such as paying salaries, maturing
debts, operating costs, and others. There are many
factors in an effort to increase the company's profits
and financial perf()rm;mcmeveml factors that are
allegedly able to increase profitability and financial
performance include: environmental performance.
intellectual capital, corporate social responsibility.
This study has research questions, including:

first, can environmental performance increase the
profitability of pharmaceutical companies? second,
can intellectual capital increase the profitability of
pharmaceutical companies? Third, can corporate
social responsibility increase the profitability of
pllrmaceutical companies? Fourth, can
environmental performance improve the financial
pcrf()cc of pharmaceutical companies? Fifth,
can intellectual capital improve the financial
performance of pharmaceutical companies? Sixth,
can corporate social responsibility improve the
financial performance of  pharmaceutical
companies? And lastly, can the company's
profitability improve the financial pefZZimance of
pharmaceutical companies?. While the objectives of
this study are: First, to determine the impact of
environmental performance on the profitability of
ph':ll'll’lilic':ll companies. Second, to determine the
impact of intellectual capital on the profitability of

maceutical companies. Third, to determine the

act of corporate social responsibility on the
aoﬁtabilily of pharmaceutical companies. Fourth,
to determine the impact of environmental
performance on the [inancial performance of
@rmzlceutical companies. Fifth, to determine the
impact of intellectual capital on the financ{f)
performance of pharmaceutical companies . Sixth, to
determine the impact of corporate responsibility on
the financial pcrfcglancc of pharmaceutical
companies, Finally, to determine the impact of
company profitability on the financial performance
of pharmaceutical companies.
LITERATURE REVIEW AND HYPOTHESES
The  Relationship  Between  Environmental
Performancel#ith Company Profitability

The concept of environmental performance

usually refers to the amount of environmental damage
caused by business activities carried out by the company




(Putri et al., 2019). Environmental damage resulting from
less company operations will improve environmental
performance. Conversely, the greater the impact of
environmental damage, the worse the company's
performance. The rating program can be used to assess
capabilities in envimnmentelﬂmegem&nt or is called
PROPER. Profitability is the company's ability to earn a
profit in terms of sales that have been made. Companies
that have high profits mean good performance and vice
versa. In increasing company profits, companies can
effectively and efficiently manage their resources.
Research (Putri et al., 2019),(Nawangsari & Nugroho,
2019), (Asjuwita & Agustin, 2020), (Mardiana &
Wuryani, 2019) states that environmental performance
can increase company profitability. Based on the theory
and empirical studies that have been carried out by several
researchers, the hypothesis in this study is H4
environmental performance has an influence on company
profitability .

The Relationship Between Intellectual Capital And
Company Profitability

Intellectual capital can be interpreted as
intellectual material that has been formalized, captured,
and leveraged to create wealth, by producing an asset of
high value for the company's sustainability (Thyaul, 2009).
The increasing phenomenon of IC causes the
measurement method of IC to become an important topic,
considering the potential benefits that can be obtained by
the company either directly or indirectly on the
management of lhﬁm:mpemy's IC assets. IC asset
management which will have an impact on efforts to
mcrease company profits. The role of intellectual capital
for companies is increasingly strategic because many
companies have realized the role of intellectual capital by
making intellectual capital the key in increasing profits for
the company (Marfuah & Ulfa, 2014). Several studies
ming IC with company profitability include : (Cahyani
et al., 2015), (Qomariah et al., 2019), (Hermanus et al.,
2013), (Marfuah & Ulfa, 2014), (Halim et al., 2016)
stating that intellectual capital can increase company
profitability. Based on the theory and empirical studies
that have been camried out by several researchers, the
hypothesis in this study is H5: intellectual capital has an
nfluence on company profitability .

The Relationship Between Corporate Social
Responsibility and Corporate Profitability

Corporate social responsibility can be interpreted
as the commitment of the company or the business world
to contribute to sustainable economic development by
ing attention to corporate social responsibility and
focusing on the balance between attention to economic,
social and environmental aspects (Untung, 2009).
Corporate  social responsibility has an impact on
increasing the company's economic performance, such as:
mcreasing sales, market legitimacy, increasing investors
n the capital market, increasing value for the welfare of
owners and the like (Hadi, 2011). The(EEfnmunity will
give an assessment of the company that pays attention to

the surrounding environment from economic, social and
environmental aspects. Corporate Social Responsibility
(CSR) can be used as a new marketing tool for companies
if it is camied out continuously with the hope that company
profits can increase. Research (A. S. Putra, 2016),
(Rahayu et al, 2014)states that corporate social
responsibility can increase the company's profit. Based on
the theory and empirical studies that have been carried out
by several previous researchers, the hypothesis in this
study is H6: coporate social responsibility has an
influence on company profitability.
The Relationship between Environmental
Performance and Financial Performance

Several studies on the disclosure of
environmental and social information use legitimacy
theory as a basis in explaining the practice of
discl()s environmental information (Patten,
1992). Environmental performance is a measurable
result of the environmental management system,
which ilatad to the control of environmental
aspects. Environmental performance assessment is
based on environmental policy. Environmental
targets and environmental targets (ISO 14001).
Companies that pay attention to the surrounding
environmentZZfre related to the company's
environment and the impact caused by the existence
of the company will pr() a positive value for the
community towards the company's existence in the
eyes of the community. A positive assessment from
the community will have a positive impact on the
company's existence so that it can increase the
company's profits and financial perf()rma:e.
Disclosure of environmental performance will have
an impact on financial performance. Disclosure of
environmental performance will have an impact on
financial performance stated by several studies such
as: (Nakaoetal., 2007), (Testaetal., 2011), (Aniela,
2012), (Fitriani, 2013), (Haholongan, 2016), (Y.P.
Putra, 2018), (Tahu, 2019), (Hardiyansah &
Agustini, 2020). (Manrique & Marti-Ballester,
2017)  also conducts research related to
environmental performance which is linked [&fithe
company's financial performance. (Elsayed & Paton,
2005) states that environmental performance has a
neutral impact on firm performance. (Al-Tu»\airi et
al., 2004) in his research revealed that ‘‘good™
environmental  performance is  significantly
associated with *‘good’’ economic performance, and
also with more extensive quantifiable environmental
disclosures of specific pollution measures and
occurrences. Similar research was also expressed by
(Meiyana & Aisyelh@l‘)). (Nurhudha & Suwarti,
2013), (Ong et al., 2019). Based on the results of
previous research, the following hypotheses were
formulated. H1: Environmental performance has an
influence on the company's financial performance.

The Relationship Between Intellectual Capital
and Financial Performance
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Intellectual c-apital is one of the important
strategic assets in economic-based knowledge (S. D.
Lestari et al., 2017). High human capital will be able
to encourage increased pr(as and financial
performance of the company. Human capital is a
combination of knowledge, skills, innovation and a
person's ability to carry out their duties so that they
can create value. The most valuable asset in a
company is Human Resources (HR), especially
intellectual capital (Nurhayati, 2017). Knowledge-
based management patterns encourage companies to
be able to manage intellectual c@ll effectively
because intellectual capital is part of the intangible
assets owned by the company. The company's
intangible mts such as intellectual capital have the
potential to increase the added value of the
company, therefore it needs good maintenance
(Khasanah, 2016). Intellectual capital is an assglchat
is not real by nature, which is currently stated as the
EBpany's main asset in the form of a strategy that
can increase the company's ability to compete and
increase financial perfofilirlice to a superior level
(H. S. Lestari, 2017). Disclosure of information
about intellectual capital (IC) in the annual report is
one of the disclosures that is voluntary (Thyaul,
2009).

(Kumielm, 2013), (Haryanto & Henny,
2013), (Iskandar et al., 2019), (Nursaid et al., 2020)
states that companies that pay attention to the capital
they have can improve the company's financial
performance, because this capital is very important
in a company. Similar statements were also
pypressed by several researchers regarding the
relationship  between intellectual capital and
financial  performance  as  expressed  by:
(Ongkorahardjo et al., 2008), (Santoso, 2011), (W &
Firmansyah, 2012), (Gozali & Hatane, 2014),
(Gozali & Hatane, 2014), (Sirojudin, Gatot Ahmad;
Nazaruddin, 2014) (A gustina et al., 2015), (Habibah
& Riharjo, 2016), (Dzenopoljac et al., 2016), (H. S.
Lestari, 2017), (Cahyono & Qomariah, 2017),
(Sumani & Suryaningsih, 2020). Several other
studies that also link intellectual capital issues with
company financial performance and state that
intellectual capital can improve the company's
financial performance if it is managed properly,
including:  (Janosevic & chm)p(). 2011),
(Jorddao & de Almeida, 2017), (Suseno et al., 2019),
(Yusufetal., 2020), (Gama et al., 2020), (Silvian &
Nockent, 2020), (@&hhra, 2020). (Yurianda &
Masdupi, 2020), (Hidayah et al., 2020), (R.
Muhammad et al., 2021). Based on theory and
empirical studies that have been conducted by
several researchers, the second hym:sis in this
study is H2: intellectual capital has an influence on
the company's financial performance.
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The %laﬁonship Between Corporate Social
Responsibility and Financial Performance

The social impact of the activities of a
company is an important issue to be studied lately.
This is because social impacts are cl()semzlelted to
company risks that arise from the relationship
between the company and its stakeholders. Bad
social impacts will increase the company's risk,
disrupt  relationships  with  stakeholders and
ultimately  affect the company's reputation
(Darmawati, 2015). Companies are required to have
social concern for the communities in which the
company operates. "Ia company's concern will
have a positive value and in the end it can increase
the company's profits and financial performance.
Corporate social responsibility includes several
aspects within the company, including relationships
with employees, diversity, human rights activities,
healthy products and also corporate governance and
compcnsalli( policies (Pramukti & Buana,
2019)CSR is a corporate responsibility based on
three basic princi known as the triple bottom line
which consists of profit, people and planet (Pramukti
& Buana. 2019). Corporate Social Responsibility
can be used as a new marketing tool for companies
if it is implemented sustainably. C@()mle social
responsibility is a company effort to pay attention to
the environment in which the company does
business. The company's business operations are
committed not only to increasing corporate profits
financially, but also to the development of a socio-
economic area in a holistic, institutionalized and
sustainable manner (Pratiwi & Setyoningsih, 2010).
Corporate social responsibility is a mechanism for a
company to voluntarily integrate attention to the
social environment into its operations and
interactions with stakeholders, which goes beyond
social resp()nsibﬂf in the legal field (Nurhuda &
Suwarti, 2011). Corporate social responsibility is a
company effort to provide part of the profits it
manages for corporate social activities (Qomariah,
2015).

Research that links corporate social
responsibility with financial performance results
that corporate social responsibility carried out by the
company can make company performance increase,
among others, carried out by:, (Tang et al., 2012),
(Hamdani, 2014), (Darmawati, 2015), (Suciwati et al.,
2016),(Yoon & Chung, 2018), (Choetal.,2019), (Hafidzi
& Q()rmnrizll‘mﬂ]). (Angelia & Suryaningsih, 2015) also
argued that CSR disclosure had a significant effect on
[EZAE. but had no effect on ROA. Companies that have a
social responsibility to the community and the
surrounding environment will be recognized by the
community, which later on the products of the company
will also be knownby the community (Sari & Sinambela,
2008), (Angelia & Suryaningsih, 2015), (Darmawati,
mﬁ). (Yulianingtyas, 2016), , (Suciwati et al., 2016).
Companies are required to pay attention t(f[fRe
surrounding environment and society with concern in the
form of corporate social responsibility. This corporate
responsibility can take the form of community welfare




through good business practices and contributing a portion
of the company's resources (Bidhari et al., 2013),
(Hamdani, 2014), , (Hamdani, 2014), (Hafidzi &
Qomariah, 2020). Based on theory and empirical studies
that halm:)een conducted by several researchers, the
second hypothesis in this study is H3: C()Ip(mm(x:ial
responsibility has an influence on the company's financial
performance.

The Relationship Between Company Profitability and
Company Financial Performance

Profitability can be interpreted as a measure used
to assess the extent to which the C()l])’ is able to
generate profits at an acceptable level so that the company
1s able to survive. The company as a form of organization
generally has a goal to achieve maximum profit or profit,
both short-term and long-term goals (Gumanti, 2011).
(Fahmi, 201 4m] that performance is a description of the
achievements achieved by the company in its operational
activities, both in terms of financial aspects, marketing
aspects, aspects of raising funds and distributing funds,
technological aspects, and aspects of human resources.
There are many studies that link the company's
profitability with the company's financial performance.
(Halim et al., 2016), (IMGD Puta & Dana, 2016),
(Surmadewi & Saputra, 2019), (Sudaryo & Pratiwi,
2016), (Gultom & Wijaya, 2013), (Pasaribu & Tobing,
2017) conducted research on the relationship between the
company's profitability with the company's financial
performance, the result is that the company's profitability
can improve the company's financial performance. Based
on the theory and empirical studies that have been mcd
out by several previous researchers, the hypothesis in this
study is H7: The company's profitability has an influence
on the compzmy'smcizll performance.
3. DATA AND METHODOLOGY

This research is a causal research, where in this

study will be analyzed the effect of envifijnental
performance  variables, intellectual capital, corporate
social responsibility on profitability and corporate
financial performance of pharmaceutical companies listed
on the Indonesia Stock Effflnge for the period 2017 to
2019. The population of this study is a Pharmaceutical
Company listed on the Indonesia Stock Exchange for the

period 2017-2019 with purposive ing technique.
There are currently 9 pharmaceutical cx)mpana listed on
the Indonesia Stock Exchange, including: PT Merck
Indonesia TbkaT Kalbe Farma Tbk, PT Tempo Scan
Pacific Tbk, PT Darya Varia Laboratoria Tbk, PT
Indofarma (Persero) Tbk, PT Kimia Farma ( the
Company) Tbk, PT Pyridam Farma Tbk, PT Industri
Jamu and Pharmaceuticals Sido mlcul Thk, PT Pharos
Thbk. There are 9 pharmaceutical companies listed on the
Indonesia Stock Exchange operating in Indonesia with a
measurement md of 3 years so that a sample of 27 is
obtained. The independent variables in this study include:
environmental peri'(xmlce. intellectual capital, corporate
social responsibility. While ﬂ]@zrvening variable is the
company's profitability. The dependent variable is the
company's financial performance variable. Environmental
performance indicators are proxied by PROPER.
Intellectual capital indicator is proxied by VAIC.
Indicators of corporate social responsibility are proxied by
the CSR Index. Company profitability indicator is proxied
by Net Profit Margin (NPM). Mcamwra. financial
performance is prorated by the current ratio. Data analysis
in this study used SEM-PLS with WarpPLS 5.0. This
study uses the SEM technique, so that the evaluation is
carried out on two models, namely the outer model and
the inner model.

4. RESULTS AND DISCUSSION

Descriptive Statistics R
The results of the de tive statistics of

the research variables consist of environmental
performance, intellectual capital, and corporate
social responsibility and financial performance.
The results of descriptive statistical analysis for
research variables can be presented in Table 1.
Inner Weight Analysis Results

The results of the inner wcighllysis are
used to test the research hypotheses between the
variables studied. The significance of the estimated
parameters provides very useful information about
the relationship between the research variables. The
results of the inner weight analysis which is the
estimated mpul for testing the structural model are
presented in Table 2.

N Minimum Maximum Mean Std. Deviation
Environmental 27 .00 4.00 2.0000 1.86052
Performance
Intelectual 27 40 4.86 1.5250 1.23587
Capital
Corporate 27 28 46 3520 05831
Social
Responsibility
Profitability 27 -2.84 101.37 12.7926 19. 18431
Financial 27 99 465.77 154.3841 169.33708
performance
Valid N 27
(listwise)




Orrigi Mean of
Variable Samgl[;];:al Sub- Isletinim S ta—:'i-s fic Annotation
Estimate | samples
Significant
EP -> PROF 0,369 0392 0062 3,923
Not Significant
IC -> PROF -0.057 -0054 0062 0914
Significant
CSR -> PROF 0,178 0,179 0073 2,466
Not Significant
EP -> FP -0,080 0,084 0,109 0,736
Not Significant
IC -> FP 0,111 0,121 0,102 1,093
Significant
CSR -> FP -0.328 -0317 0073 3,657
Significant
PROF -> FP -0,228 -0.237 0041 5,605
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The gulls of the statistical analysis in
Table 2. are the results of testing the hypothesis of
@h path formed in the model to determine the
effect of exogenous latent variables on endogenous
latent variables.

The path parameter coefficient obtained
from the relationship between environmental
performance and profitability is 0.369 with T-
statistic value of 5.923 > 2052 at a significant level
of =005 (5%). Based on thmresults the data stated
that there is a significant effect of environmental
performance on profitability. So that the hypothesis
that environmental performance affects profitability
1s proven true or H1 1s accepted.

The path parameter coefficient obtained
from the relationship between intellectual capital
and profitability is -0.057 with a T-statistic value of
0.914 < 2052 at a significant level B 005 (5%).
Based on these results, it 1s stated that there 1s no
significant influence of intellectual capital on
profitability. So that the hypothesis which states that
mtellectual capital affects profitability is not proven
true or H2 is rejected.

e path parameter coefficient obtained
from the relationship between corporate social
responsibility and profitability is 0.178 with a T-
statistic value of 2 466 > 2052 at a significant level
of = 005 (5%). Based on these results, it is stated
that there is a significant effect of corporate social
responsibility on profitability. So that the hypothesis
which states that corporate social responsibility
affects profitability is proven true or H3 is accepted.
m path parameter coefficient obtained from the
relationship between environmental performance
and financial performance is -0.080 with a t-statistic
value of 0.736 < 2.052 at a significant level of = 0.05
(5%). Based on these results, it is stated that there is
no significant effect of cnvir()nmcmrf()rmimcc
on financial performance. So that the hypothesis that

environmental performance affects financial
performance is not proven true or H4 is rejected.

The path parameter coefficient obtained
from the relationship between intellectual capital
and financial performance is 0.111 with a t-statistic
value of 1.093 <2.052 at a significant level of =0.05
(5%). Based on these results, it is stated that there is
no significant influence of intellectual capital on
ﬁuiluci@rf()rmimcc. So that the hypothesis which
states that intellectual capital affects financial
performance is not proven true or H5 is rejected.
path parameter coefficient obtained from the
relationship between corporate social responsibility
and financial performance is -0.328 with a T-statistic
value of 3.657>2.052 ata si@czmt level of =0.05
(5%). Based on these results, it is stated that there is
a significant influence of corporate social
responsibility on financial performance. So that the
hypothesis which states that corporate social
responsibility affects financial performance 1is
proven true or H6 is accepted.

Tm:mlh parameter coefficient obtained
from the relationship between profitability and
financial performance is -0.228 with a T-statistic
value of 5.605>2.052 at a significant level of =0.05
(5%). Based on these results, it is stated that there is
a significant effect of profitability on financial
performance. So that the hypothesis which states
that profitability affects financial performance is
proven true or H7 is accepted.

Path Analysis Calculation Results

This section describes the calculation of the
effect of environmental performance, intellectual
capital, and corporate social responsibility as
independent variables (X) affecting profitability (Z)
and financial performance (Y). The results of
calculating the path coefficient hypothesis in the
study are presented in Figure 1.




EP (X1)

-0,080

0,36
Ic -0,057
(X2
CSR (X3)

PROF (Z)

EP (Y)

0228

Direct Effect Indirect Effect Total Effect

PZX1 0,369 0,369
PZX2 -0,057 -0057
PZX3 0,178 0,178
PYXI 0,080

Indirect Effect (via Z) 0084 0.164
PYX2 0,111

Indirect Effect (via Z) 0013 0.124
PYX3 0,328

Indirect Effect (via Z) 0041 0369
PYZ -0,228 0228

Based on tallculilti()n results in Figure 1.
it can be seen the magnitude of the direct influence
of each independent variable (X) both on the
dependent varial:gY) and the intervening variable
(Z). The indirect effect of each independent variable
(X) on the dependent variable (Y) through the
intervening variable (Z) can be calculated as
follows: The effect of environmental performance
on financial performance through profitability =
0.369 x 0.228 = 0.084. The influence of intellectual
capital on financial performance r()ugh
profitability = 0.057 x 0228 = 0.013. The effect of
corporate  social responsibility on financial
performance through profitability = 0.178 x 0.228 =
]. The results of the calculation of the path
analysis of direct and indirect effects are presented
in TablEB.

Based on the statistical calculations in Table
3., it is known that the direct effect test for the path
coefficient between environmental performance and
profitability (Z) is 36.9% positive. Testing the direct
effect for the path coefficient between intellectual
capital on profitability (Z) is negative at 5.7%. The
direct effect test for the path coefficient between
corporate social responsibility and profitability (Z)
is positive at 17.8%.

The direct effect test for the path coefficient
between environmental performance and financial
performance (Y) 1s negative at 8.0%. Testing the
direct effect for the path coefficient between
intellectual capital on financial performance (Y) is
positive at %. The direct effect test for the path
coefficient between corporate social responsibility
and financial performance (Y) is negative at 32.8%.
Testing the direct effect for the path coefficient
between profitability and financial performance (Y)
is negative at 22.8%.

The indirect effect test for the path
coefficient between environmental performance and
financial performance (Y) through profitability (Z)
is negative at 8.4%. Testing the indirect effect for the
path coefficient between intellectual capital on
financial performance (Y) through profitability (Z)
is negative at 1.3%. Testing the indirect effect for the
path coefficient between intellectual capital on
financial performance (Y) through profitability (Z)
is negative at4.1%. Based on these results, it can be
stated that the indirect effect of environmental
performance on financial performance (Y) through
profitability (Z) is the largest indirect effect.

Discussion




The Effect of Environmental Performance on
Company
Profitability

The results of statistical analysis state that
environmental performance has an effect on
company profitability. Thus the first hypothesis
which says that environmental performance affects
the company's profitability is accepted (HI is
accepted). The test results show that the
environmental performance variable has a positive
and significant em:t on profitability. The positive
effect indicates that the better the environmental
perforfi@Phce as proxied by the PROPER rating, the
better the company's profitability. This shofEJthat
the awards obtained from activities held by the
Ministry of the Environment can increase the
company's profitability. Through cnvimntal
activities and disclosure of these activities in the
annual report, users of financial statements
(investors, management, creditors) will get
information that can assist users of that information
in making decisions for company policies or
programs related to environmental conservation in
the future. will come. These programs will be
supported by the community and consumers, which
in the end the community and consumers will have
high trust in the company. This trust will encourage
consumers to become loyal consumers for the
company, where this loyalty will increase sales of
products issued by the company. Companies in
implementing environmental performance and
environmental disclosure will require no small
amount of funds. So the company needs a high level
of profitability in order to provide benefits for
investors and continue to carry out its social
responsibility to the environment and society.
Disclosure made by companies can generate many
advantages. The company fulfills social needs and
higher self’-disure. increases public trust while
increasing the company's image in the eyes of the
public who will buy the company's products or
invest in the company's operations through
investment. Environmental disclosure has a positive
effect on company profitability, which makes
environmental disclosure a thing that can be applied
by companies to increase the company's
profitability.

Research (Putri et al., 2019)(Nawangsari &
Nugroho, 2019), (Asjuwita & Agustin, 2020), (Mardiana
& Wuryani, 2019) states that environmental performance
can increase company profitability. Based on the theory
and empirical studies that have been carried out by several
researchers, the hypothesis in this study is Hé:
environmental performance he influence on company
profitability.. Research that is not in line with this
research is research conducted by: (Sulistiawati &
Dirgantari, 2017), (Asjuwita & Agustin, 2020)
whose results state that environmental performance
has no effect on company profitability.

The Influence of Intellectual Capital on
Company Profitability

The results of statistical calculations show
that intellectual celpileﬂ has no effect on the
company's profitability. Thus the second hypothesis
which states that intellectual capital affects the
C()my's profitability is rejected (H2 is rejected).
The results of this test indicate that the intellectual
capital variable has no significant effect on
profitability. The insignificant finding indicates that
intellectual capital as proxied by VAIC is not a
factor that determines the company's profitability.
The insignificant effect indicates that the company
1s not optimal in the paradigm of labor management
patterns. The company has not been able to utilize
intellectual capital into a competitive advantage.
The company still applies a labor-based business
management pattern compared to knowledge-based
business management, so that the main
characteristics of the company are not yet a science-
based company. Intellectual capital plays an
important role in increasing the company's ability to
create competitive advantage (Ihyaul, 2009).
Therefore, another benefit obtained by companies
by reporting intellectual capital, in addition to
communicating their advantages, companies can
also attract value-added resources. However, the
exact measurement of the company's intellectual
capital has not been determined. Several studies
linking I@vilh company profitability include:
(Cahyani et al., 2015), (Qomariah et al., 2019),
(Hermanus et al., 2013), (Marfuah & Ulfa, 2014),
(Halim et al., 2016) stating that intellectual capital
can increase company profitability. Research that is
not in line with this research are: (Hermanus et al.,
2013). (Juanda et al., 2016)which states that
intellectual capital has no effect on company
profitability.

The Effect of Corporate Social Responsibility on
Corporate Profitability

The test results accept the third hypothesis
(H3) which states corporate social responsibility on
profitability. The test results show that the variable
of corporate social responsibility has a positive and
significant effect on profitability. The positive effect
indicates that the better the corporate social
responsibility as proxied by the CSR index, the
better the company's profitability. This corporate
social responsibility arises from a conflict of interest
between the company and the surrounding
community due to the negative impacts arising from
the existence of a company in a certain environment.
After realizing the usefulness of disclosing social
responsibility information, in deciding to disclose
social information, the company will consider the
costs and benefits that will be obtained. If the
benefits obtained are greater than the costs of
disclosing corporate  social  information, the
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company willﬁuntarily disclose the information.
However, this is not the case if the costs incurred by
the company to disclose social responsibility or CSR
are greater than the benefits obtained.

Corporate social performance is quite
important for the C()mpany'ﬂmge, especially for
the long term company that can make a significant
contribution to the sustainable development of the
company. If the company implements CSR, then the
company has a motive to increase profits. The
second motive, companies implement CSR, to
reduce threats or pressure from the government or
NGO activists. The third motive is because of moral
awareness, selfless to get financial benefits,
companies consciously respond to the need for the
importance of attention to the environment. The
three motives above, it can be seen that the
movements carried out by the company are actually
strategic or ethical in nature. Thus, corporate social
performance can be a measure of the company's
image or reputation. The image or reputation of the
company itself is one of the most valuable assets.
From here it can be used as a starting point why CSR
is one of the key comp—:ls that are important for
the development of a company's reputation. The
better the company's reputation, the better the
company's ability to run its business and ultimately
will increase the company's profitability. Research
that supports this research is research: (A. S. Putra,
2016), (Rahayu et al., 2014), (Almar et al., 2012),
(Septiana & DP, 2012), (F. A. Putri et al., 2014), (Fadila
& Utiyati, 2016), (Rosdwianti et al., 2016) states that
corporate social responsibility can increase the company's
[@¥it. Research that does not support this research is
research conducted by: (Qomariahetal ., 2019), (Iskandar,
2016), (Artista et al., 2015) which states that corporate
social responsibility has no impact on company
profitability.

The Effect of Environmental Performance on
Financial Performance

The test results reject the fourth hypothesis
(H4) which states environmental performance on
financial performance. The test results show that the
environmental performance variable does not have a
significant effect on financial performance. The
insignificant effect indicates that environmental
performance as proxied by PROPER rating is not a
factor that determines the company's financial
performance. The insignificant finding is due to the
fact that there are still pharmaceutical companies in
Indonesia that do not follow the PROPER rating
implemented by the Indonesian Ministry of
Environment. This indicates a lack of company
awareness regarding environmental responsibility.

The company's vl ironmental
responsibility can be assessed from the company's
environmental performance. Stakeholders can
assess the extent of the company's environmental

performance by looking at the color ratings obtained
by the company through the Company Perfthince
Rating Program (PROPER) organized by the
Ministry of Environment (KLH). The better the
environmental activities carried out by the company
will lead to increased trust in the eyes of
stakeholders so that it has an impact on financial
performance. A natural resource-based view of
managing  stakeholder  expectations  through
1lnpg environmental performance, companies
can develop valuable, scarce, inimitable and non-
substitutable resources. The total benefits from
environmental performance include increased
revenue through increased operational efficiency
and environmental reputation, and a reduction in
environmental risk by preventing environmental
disasters that could have a negative impact on
company performance. Environmental
improvements can improve a company's reputation.
The environmental reputation of a company is
related to the reputation of other companies in the
same industry. In other words, companies in the
same industry have the same reputation. By being
environmentally friendly,  companies can
collectively improve the general reputation of the
industry. Improved environmental performance can
reduce the company's operational risk from
environmental pollution and prevent boycotts from
stakeholders. Furthermore, proactive environmental
practices can reduce environmental regulatory
compliance costs and increase employee morale and
productivity.

The results of this study are not in line with
research conducted by  several researchers,
including: (Y. P. Putra, 2018), (Hardiyansah &
Agustini, 2020). (Haholongan, 2016), (Fitriani,
2013). (Nakao et al., 2007), (Aniela, 2012), (Testa et
al., 2011), (Tahu, 2019), (Manrique & Marti-
Ballester, 2017), (Elsayed & Paton, 2005), (Meiyana
& Aisyah, 2019), (Nurhudha & Suwarti, 2013),
(Ong et al., 2019) which states that environmental
performance can improve financial performance.
The results of this study are in line with the research
(Astuti et al., 2014), (Deswanto & Siregar, 2018),
(Setyaningsih & Asyik, 2016), (N. Muhammad et
al., 2015) which states that envir@enlell
performance has an influence on financial
performance.

The Effect of Intellectual Capital on Financial
Performance

The test results reject the fifth hypothesis
(H5) which states that intellectual capital has an
Ect on financial performance. The test results
show that the variable intellectual capital does not
have a significant effect on financial performance.
The insignificant finding indicates that the
intellectual capital proxied by VAIC is not a factor
that  determines the company's fanciell
performance. The insignificant finding on the




company's financial performance means that it
proves that the company has not managed and
developed its resources and is still focused on short-
term interests, namely company returns.

In accordance with the Resource Based
)ry, a company that 1s able to manage
itellectual capital well will have a competitive
advantage and is believed to be able to crediighdded
value that will affect the company's financial
performance. Intellectual capital is recognized as a
company asset because it is able to generate
competitive advantages and superior financial
performance. The better the company is in managing
the three components of intellectual capital, the
better the company is in managing its assets. If a
company can produce goods according to consumer
needs, provide satisfying services and maintain good
relationships  with consumers, then this is a
competitive advantage the company has. Intellectual
capital has the benefit of improving the company's
financial performance so as to create a competitive
advantage. The company's financial performance is
a result that utilizes resources. The use of cash and
assets in financing the company's operations is a
parameter in measuring financial performance.
Therefore, the company's ability to manage cash and
assets and generate profits is needed by a company
for the survival of the company. Profits will be
obtained if the company continues to carry out its
operational activities. The company's operational
activities will be achieved if it has resources who are
knowledgeable and competent in their fields. Profits
will provide a positive signal for the company's
future prospects regarding the company's financial
performance so that with the continued increase in
profit growth, it will provide a positive signal for the
company's [inancial performance. Based on these
arguments, it can be seen that the important role of
llccluell capital in achieving optimal corporate
financial performance. Therefore it is necessary to
pay attention to the practice of managing intangible
assets has increased dramatically. One approach
used to measure intangible assets is intellectual
capital, which has become the focus of attention in
various fields, including management, information
technology, sociology and mouming. The
company must be able to quickly change its business
strategy from a labor-based business to a
knowledge-based business, so that the main
characteristics of the company become a science-
based company and makZd intellectual capital an
element of the company's competitive ad vantage.

The results of this study are in line with
research conducted by several researchers such as
(Cahyaningrum & Atahau, 2020), which s@] that
intellectual capital does not affect financial
performance. This research is not in line with several
studies that have also been conducted, including:
(Janosevic & Dzenopoljac, 2011), (Suseno ml.,
2019), (Silviani & Noekent, 2020), (Hidayah et al.,

2020), (Yusuf et al., 2020), (Gama et al., 2020),
(Azzahra, 2020), (Jordio & de Almeida, 2017),
(Yurianda & Masdupi, 2020), (R. Muhammad et al.,
2021), (Khasanah, 2016), which states that
intellectual capital can improve the company's
financial performance.

3
The Effect of Corporate Social Responsibility on
Financial Performance

The sixth hypothesis states that social
responsibility has an influence on the company's
ll'lCiill performance. After statistical testing, the
results state that corporate social responsibility has
an effect on financial performance. The test results
show lhe corporate social responsibility variable
has a positive and significant effect on financial
pcrf()l’lmt. The positive effect shows that the
better corporate social responsibility, which is
ied by the CSR Index, will be able to increase
the company's financial performance as measured
by CR. This can be explained that the increase in
CSR by the company will certainly pl‘()vidneﬁls
to the community. People who benefit from the
company's activities in the form of corporate
responsibility will make the company known to the
public which will have an impact on increasing sales
of products from the company. The results of this
study indicate that companies that have financial
performance in terms of liquidity tend to perform
better CSR disclosures, this is inseparable from the
support of good financial capacity and is related to
the com 's reputation that must be maintained.

Companies that have a solid financial
performance have more resources to invest in the
domain of social performance. Signal theory states
that companies provide signals to outsiders with the
aim of increasing firm value. In addition to the
required financial information, the company also
makes voluntary disclosures. Stakeholder theory
holds that companies must carry out social
disclosure as a responsibility to stakeholders. This
study uses CSR as an independent variable with the
idea that the market will provide p()silive
appreciation which can have an impact on
improving the company's performance and ability to
earn a prgesl.

Research on the relationship between
social responsibility and financial performance has
been carried out by several researchers, including:
(Gantino, 2016), (Sudaryanti & Riana, 2017),
(Yulianingtyas, 2016), (Sari & Sinambela, 2008),
(Hamdani, 2014), (Hafidzi & Qomariah, 202
(Suciwati et al., 2016), (Darmawati, 2015), (Tang et
al., 2012), (Angelia & Suryaningsih, 2015), (Cho et
al., 2019), which states that corporate social
responsibility can improve the company's financial
performance. This research is not in line with several
studies, including:(Kusuma & Syafruddin, 2014),
(Parengkuan, 2017), (Yoon & Chung, 2018),




(Qomariah, 2015) which states that social
responsibility has no impact on the company's
financial performance.

The Influence of Company Profitability on
Financial Performance

The results of statistical testing accept the
seventh hypothesis (H7) which states profitability on
financial performance. The test results show that the
company's profitability variable has a negative and
significant effect on financial performance. The
negative effect indicates that the better the
company's profitability as proxied by NPM, the
lower the company's financial performance as
measured by CR. The decrease in CR was due to the
expenditure of operational costs for activities carried
out by the company. The company's cash which is
an important element of CR iu'p()rillc financing
will be used as financing for the company's
operations, which in the end is intended to increase
profits as an element of NPM. Cash is reduced, then
the CR will be smaller, on the other hand the impact
of this increasing company profits, the NPM will
increase.

In achieving the company's goals, the
company's pcrf()rmimccm needed which is a
parameter or benchmark for the company's success.
The company's performance can be measured by
various methods of financial analysis, but one of the
company's performance m@remem uses the
liquidity ratio. Liquidity also has an important role
in the success or smooth running of the any.
(Gumanti, 2011) suggests that liquidity plays an
important role in the successful functioning of a
company's I:mless. Current ratio is a ratio used to
measure the company's ability to meet its short-term
obligations. Liquidity management is also very
necessary in all small, medium, and large businesses
to be able to pay short-term debt without any
difficulty in paying because by collecting money
from customers on time.

Profitability ratios are financial analysis
tools used to determine company boundaries
(Gitman & Zutter, 2015). Therefore, financial
managers carry out a good corporate management
strategy so that the Epemy gets profitability to
improve the progress and survival of the company.
If the company does not care about profits, the
company cannot survive longer, whereas if the
company does not care about liquidity, it will
experience incapacity or bankruptcy. Research that
1s in line with this research is research conducted by:
Halim et al., 2016), (IMGD Puta & Dana, 2016),
(Surmadewi & Saputra, 2019), (Sudaryo & Pratiwi,
2016), (Gul& Wijaya, 2013), (Pasaribu & Tobing,
2017) stated that the company's profitability can improve
the company's financial performance. While the research
that does not support this research is research: (Saputri,
2016), (Jufrizen & Asfa, 2015), (Warouw et al., 2016)

which states that profitability has no effect on the
company's financial performance.

5. CONCLUSIONS

Based on statistical calculations that have
been carried out on this research, it can be concluded
that:( 1) Environmental performance has no impact
the financial performance of Pharmaceutical
companies listed on the Stock Exchange for the
2017-2019 period. The absence of environmental
performance on financial performance does not
mean that the company does not care about the
surrounding environment, but it could be that the
company has paid attention to the environment in
which the company operates, because by paying
attention to the environment due to the company's
operations, it is a form of company concern for the
consequences of its operations. a company that is
certain to have an impact ;(2) Intellectual variables
as proxied by VAIC also have not been able to
improve the company's financial performance. This
lack of intellectual capital could be because the
company has not been optimal in increasing its
intellectual resources because it is still focused on
the company's short-term goals; (3) The vm‘i of
corporate social responsibility disclosure has a
positive influence on the company's financial
performance. The influence of corporate social
responsibility on financial performance indicates
that the company has implemented a level of
concern for the existence of the community by
taking part in community welfare programs around
the company :(4) Environmental performance has no
significant effect on financial performance. The
absence of environmental performance on financial
performance does not mean that the company does
not care about the surrounding environment, but that
the company's efforts towards the surrounding
environment Lm be said to have not been
maximized; (5) Intellectual capital has no significant
effect on financial performance. Intellectual capital
has no effect on financial performance because the
company's attention has not bealximizcd on
knowledge assets rather than human resources
owned by the company; (6) Corporate social
responsibility has a negative and significant effect
on financial performance. The influence of
corporate  social responsibility on  financial
performance indicates that the company's efforts to
care for the social environment of the community
c been maximized so that it can have an impact
on the company's tinanci:m:rf(n'munce: (7) The
company's profitability has a negative and
significant effect on financial performance. These
findings indicate that profitability can improve the
company's financial performance.




Suggestion

Referring to the results of the discussion
and conclusions, some suggestions can be put
forward as follows: (1) For companies should
improve environmental performance, intellectual
capital, as well as corporate social responsibility,
because it is considered an important aspect in
increasing  the  profitability i financial
performance of the company. Environmental
performance, and cc)rpc)ram)cial responsibility will
be important indicators related to the company's
reputation and compliance with corporate ethics,
which can provide benefits to the company. While
intellectual capital if managed optimally will create
a competitive advantage for the company.; (2) For
further research, other variables should be used.
such as from good corporate governance, capital
structure, and others, so that the findings are better
in  explaining  profitability — and  financial
performance. In addition, it 15 also necessary to
consider using other company sectors such as
banking, manufacturing, and others, so that they are
more representative of company behavior on the
Indonesia Stock Exchange.
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