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From the operational definition above, a table can be
summarized briefly as in table 3 below.

TABLE 3:
CLASSIFICATION OF LATENT VARIABLES AND RESEARCH INDICATORS

Variables Indicators
Latent
Exogenous Dimenssion Exogenous observed
unobserved

icl: Education

characteristics ic?: Ag
of individual 15 e

. founders
Human Capital ounders ic3: Experience working in companies
Hallowell .
(Ha D\f\'l : icd: Experience Professional
1996)
ic5: Background Family
Endogenous Dimenssion Endogenous observed
unobserved
it]: Number of computers per
Information e '
. sage pel
Structural Teknologi : ompuler usage pet
Capital ) -
t3: correspondence E-mail
(August, 2012) 113: correspe T
itd: Frequency of telephone usage for business
crl: Proportion of large customers
Customer
Relational Relations cr2: Sales to existing
" 1
Capita (Kostagiolas, crd: customer age structure
2012)
crd: Frequency of reordering
g1: Duration of company operations
Growth g2: Number of workers
Performance [Baida, 2006) £3: Company assets

g4: New product

g5: Sales turnover

Procedure

To answer the hypothesis in this study used
Structural Equation Modeling (SEM) which is an integrated
approach between Factor Analysis, Structural Models, and
Path Analysis. On the other hand, SEM is also an integrated
approach between analyzing data with variables and
concepts. SEM was chosen in this study because researchers
can do three activities simultaneously, namely checking
validity and reliability of instruments, testing the relationship
model between latent variables (equivalent to path analysis),
and obtaining models that are useful for forecasting
(equivalent to structural models or regression analysis).

To answer the problem formulation 1 (first) in this
study, it relates to the interaction between the variables of

intellectual capital and their effect on nonfinancial
performance, using the steps of SEM analysis, complete SEM
modeling consists of Measurement Models and Structural
Model. The measurement model is aimed at confirming a
dimension or factor based on its empirical indicators, while
structural models are a model of the relationships that shape
or explain causality between factors. To make complete
modeling there are several steps, namely:

* Development of a theoretical model

After conducting scientific exploration through
intense literature, SEM is used to confirm the theoretical
model through empirical data, so that the model contained in
this study is a specific organizational or company value
creation tool so as to increase competitiveness to face the
global era.

* Measurement of each variable

To measure each endogenous and exogenous
variable in the model for unidimensional tests using
confirmatory factor analysis.

* Select the Model Input and Estimation Matrix

The differences in SEM with other multivariate
techniques are input data used in modeling and estimation.
SEM only uses variant matrix/covariance or correlation
matrix as input data for the overall estimation, the covariance
matrix is used because it has the advantage of presenting
valid comparisons between different populations or different
samples as recommended by Baumgartner and Homburg
(1990) in his SEM Ferdinand (2002). The considerations used
to determine the estimation techniques to be used, refer to the
studies of Hu, Bentler, and Kano (1992) presented in [16],
which summarize the following;:

By using the AMOS 4.0 computer program, we can
estimate this causality model. One of the problems that will
be faced is the identification problem. The problem of
identification in principle is the problem of the inability of the
model developed to produce unique estimates. Identification
problems can arise through the following symptoms:

a) The standard error for one or several coefficients is
very large;

b) The program is unable to produce the information
matrix that should be presented;

¢) Strange numbers appear as if there is a negative
error variance;

d) The emergence of a very high correlation between
the estimated coefficients obtained (for example more than
0.9).
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[12] states that the way to test whether there is a
problem or how to overcome this identification problem is by
giving more constraints to the model being analyzed. In the
causal model the problem that is often faced is the problem of
identification (identification problem), namely the problem of
the inability of the model developed to produce unique
estimates. In the AMOS 4.0 program a solution to overcome
this identification problem is by giving a constraint to the
model being analyzed. The consequence of giving a constraint
would be to eliminate the estimated coefficients which mean
the value of the critical ratio and probability does not appear.
The choice of construction location is done by considering the
theory support and significant regression coefficient values
through several tests, resulting in the best estimation model
[12].

The Goodness of Fit Index Testing

In SEM analysis there is no single statistical test tool
to measure or test hypotheses regarding the model [12]; [17];
and [16]. Basically, the various types of fit indices used are to
measure the degree of conformity between the models
hypothesized with the data presented. The aim of the
researchers was to test by using several fit indices to measure
the validity of the prepared model. The following is a
summary of some of the suitability and cut-off values indices
to be used

Model interpretation and modification

The final step is to interpret the model and modify
the model that does not meet the testing requirements. After
the model is estimated, the residual must be small or close to

zero and the frequency distribution of the residual covariance
must be symmetrical [16]. [12] provide a guideline to consider
if it is found that the residual value generated by the model is
quite large (> 2.58), then another way of modifying it is to
consider adding a new path to the estimated model.

Basically, a relationship can be categorized as strong
or weak based on the size of the correlation coefficient, with
intervals as follows.

3 RESULTS

From the evaluation of the Goodness of fit Indices criteria
After modifying the variables (revised), the results of the new
SEM analysis Chi-Square, Probability, CMIN / DF, RMSEA,
AGFI, GFI, TLI and CFI have met the criteria, as shown in
Figure 1 the following. Based on the evaluation of the criteria
for Goodness of fit Indices Final Model SEM in Table 6 it is
shown that the model for each criterion is stated to be very
good.

GOODNESS OF FIT
Chi-Square =127.373
Probability =305
CMIN/DF =1.061
RMSEA =015
AGFI=.929

Fig.1 SEM Analysis of the Final Model

After evaluating the criteria Goodness of fit Indices in the
SEM Final Model shown in Figure 1, it can be seen that the
model for each criterion is declared to have met the
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requirements because the index conformity and cut-off value
used to test are above the conditions required so that the final
SEM model using the test Goodness of Fit is acceptable,
because the model for each criterion is stated to be very good.

are presented in Table 7 below:

TABLE T:
GOODNESS OF FIT INDICES FOR THE FINAL MODEL SEM,

The goodness of Fit
¢ nessOT | Cutoff Value | Model Results Description
Index
X2 - Chi-Square 104,002 It expected that the
value is small
X2-Significance =0.05 0.166 Very Good
Probability (P-Value)
RMSEA <0.08 0.024 Very Good
GFI =090 0.850 Very Good
CMIN / DF <200 1.143 Very Goed
CFl =090 04954 Very Good
TLI =095 0985 Very Good
AGFI =0.90 0933 Very Good

By evaluating criteria Goodness of fit Indices, we can know
the strength of influence between variables both direct
influence, indirect influence, and total influence. The direct
effect is nothing but the coefficient of all the coefficient lines
with one end arrows. Indirect effects are effects that arise
through a variable between. The total effect is the effect of
various relationships.

After confirmatory analysis for the structural model by
incorporating a structural model with validity and reliability
tests and confirmatory analysis per variable, it can be seen the
effect strength between variables, namely direct, indirect, and
total influences.

PRESENTS THE EFFECTS BETWEEN V::ITB!;:S :DIRECTLL INDIRECTLY AND IN TOTAL.
Human Capital Structural Capital | Kelational Capital Performance
Component and Effects
Indicator
Direct | Indirect | Direct | Indirect | Direct | Indirect | Direct | Indirect
Structural
Capital 0s21 [ [} 0 0 0 o 0
Relational
Capital 0. [ [} o [V} o 1] 0
Performance 0338 0622 0415 ] 0356 0 [\] o
itl 0 0.495 0.603 0 a 0 [ o
it2 ] 0.505 0,615 1] 0 0 (1] 0
it3 0 0.4%4 0.602 0 V] 0 0 0
itd 0 0.567 0,690 0 [ o 0 o
il o 0.393 0 0.170 0 0146 0400 0
52 o 0.495 [} 0.214 a 083 0516 1]
& o 0564 [} 0244 0 0209 0.588 ]
B4 [ 0.4%0 0 0.212 0 0182 0510 0
[ 0 0.681 1] 0.294 0 0252 0.709 0
ord o 0427 o o 0539 o 1] [}
o3 0 0.520 o o 0.657 0 Q o
o2 0 0514 V] 0 0.645 0 [ o
erl 0 0626 [i] 0 0,791 0 0 0
ic5 0.501 [0 0 [} 0 o 0 0
icd 0517 o 0 0 0 0 o 0
il 0478 [ [} 1] [V} o o o
il 0489 [ [} 1] a 1] n o
icl 0.5%0 0 [} 0 0 o o 0

Based on Table 8 it is shown that there are positive and
very strong direct effects (intervals of 0800 - 1,000) from
human capital to structural capital. In addition there are
positive and strong direct influences (intervals from 0.600 -
0.799) from Human capital to relational capital. structural
capital towards it4, it2, itl and it3, where it4 is the frequency
of telephone usage for business activities has the most
influence which is 0.690. Relational Capital with respect to
crl, cr3 and cr2, where crl is the proportion of large
customers having the greatest influence, namely 0.791.
Performance against g5, where gb is sales turnover of 0.709.
Besides, it can also be seen that there is a strong direct and
positive influence (intervals of 0.400 - 0.599) from human
capital to icl, ic2, ic3, ic4 and ic5, for structural capital
towards performance. For relational capital towards crl, sc2,
sc3 sc5 and for performance. For performance against g3, g2,
g4 and g1.

Also shown in table 7 that there are positive and strong
indirect effects (intervals of 0.600 - 0.799) from human capital
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on performance, g5, crl, where g5 is the sales turnover having
an effect of 0.681 and crl is the proportion of large customers
that have an effect of 0.626. Besides that, there are positive
and quite strong indirect effects (intervals of 0.400 - 0.599)
from human capital to itl, it2, it3, it4, cr2, cr3, cr4, g2, g3, g4.

Based on the results of the analysis of the power of
influence between variables both direct and indirect
influences as presented in table 8, it can be presented a
recapitulation of these effects as shown in table 9, making it
easier to test the hypothesis in this study.

By knowing the direct, indirect, and total influences as
presented in Table 9 and from the evaluation results of the
Goodness of Fit Indices in table 7 on the structural model, it
shows that the suitability test of this model produces a good
level of acceptance. Therefore, it can be concluded that the
hypothesis states that the indicators are the same reference
dimension (underlying dimensions) for existing variables (the
influence of components intellectual capital on performance)
so that the "model" can be accepted or feasible to be used to
test the hypothesis in this study.

The hypothesis that is tested based on several relationship
coefficients between dimensions in the table above can be
described as follows:

Hypothesis 1:
Human Capital has a very strong, positive and
significant direct effect on Structural Capital of 0.821,
and has a strong, positive and significant direct
influence on relational Capital amounting to 0.791, but
has a weak influence on the performance of small and
medium enterprises (SMEs)

Hypothesis 2:
Structural Capital has a weak, positive and significant
influence on the performance of small and medium
enterprises (SMEs) of 0.415

Hypothesis 3:

Relational Capital has a weak, positive and significant
to the performance of small and medium enterprises
(SMEs) of 0.356
Hypothesis 4:

Human Capital has indirect influence through
structural capital and relational capital is very strong,
positive and significant to the performance of small
and medium enterprises (SMEs) of 0.960.

4 DISCUSSION

Discussion of Test Results

Globalization is rapidly impacting the business world
today, namely the existence of competitive economic
pressures and the changing order of traditional industrial
economics towards a new knowledge-based economy that has
forced leaders to pay attention to the measure of success that
used to be financially non-financial.

This study examines the connection of the component of
intellectual capital component consisting of human capital in
terms of the dimensions of individual founding / owner
characteristics, structural capital in terms of information
technology dimensions and relational capital in terms of
customer relations dimensions of performance in terms of the
growth dimensions of small and medium enterprises (SMEs) .

This research contributes to the intellectual capital
literature by showing the importance of the dimensions of the
dimensions of each intellectual capital component in terms of
static aspects. By knowing the static aspects of the
characteristics of individual founders/owners of small and
medium enterprises (SMEs), they are able to quickly make a
plan for developing their business in the future.

The results showed that the components of the
intellectual capital component directly had a very weak
influence on the performance of small and medium
enterprises (SMEs). This was different from the results of the
study of [18], [19], [20], [21] who said that component
components have a direct influence on performance. But
human capital has a very strong direct influence on structural
capital as found by [22], [19], [20], This can be interpreted the
interaction of human capital indicators results in support for
the use of structural capital in the form of supportive
infrastructure [5], and has a strong influence on relational
capital as stated by [20] This reflects the leadership / owner-
oriented collective goals [23] through the interaction of the
founder who represents the company with the customer can
be known the desires expected of the company, [19].

On the other hand human capital has a very strong
indirect influence on the performance of small and medium
enterprises (SMEs). This can mean the relationship between
human capital (HC), structural capital (SC) and relational
capital (RC) of the company will enhance performance
through relationships that interdependence. Therefore in
order to improve performance seen from the dimension of
induction, the researcher concludes the characteristics of
individual founders/owners of small and medium
enterprises (SMEs) need to utilize information technology in

IJSER © 2019
http://www.ijser.or


http://www.ijser.org/

International Journal of Scientific & Engineering Research Volume 10, Issue 3, March-2019

1283
ISSN 2229-5518

the form of the intensity of telephone use in establishing
special relationships with large customers, because it can
increase the growth of small and medium enterprises ( UKM)
through increasing sales turnover.

Limitations

This research was conducted with a static approach that
only looked at the possibility of what resources small and
medium enterprises (SMEs) have, not seeing the dynamic
approach of what small and medium enterprises (SMEs) have
done to increase their intellectual capital and, This study sees
intellectual capital only from the dimensions of the individual
characteristics of the owner/leader for human capital,
information technology for structural capital and customer
relations for relational capital, and growth for performance
dimensions

Theoretical implications

This study develops and explains the pattern of
relationships and the influence of intellectual capital on
performance. This conceptual model was developed as an
attempt to analyze the influence of the ability of human
resources owned by small and medium enterprises (SMEs),
facilities and infrastructure supporting human resource
activities, and the existence of relationships in a network of
work contained in intellectual capital (human capital,
structural capital, and relational capital) to measure the
performance of small and medium enterprises (SMEs).

In general, this study was successful in confirming the
theories and results of previous studies on the effect of
intellectual capital on the measurement of the performance of
small and medium enterprises (SMEs). The structural analysis
tested can prove the research path outlined in a model.
Almost all the hypotheses tested can be verified. In particular
the results of this study can strengthen theories derived from
the concepts of human capital, structural capital, relational
capital and performance and can be developed for future
research by looking at other dimensions of dimensions for
small and medium enterprises (SMEs).
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