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Abstract

This study analyzes the effect of Enterprise Risk Management (ERM) and Intellectual Capital (IC)
on the sustainability growth of Fast Moving Consumer Goods (FMCG) companies listed on the
Indonesia Stock Exchange (IDX) during 2020-2024. ERM was measured using the COSO ERM 2017
framework consisting of 20 indicators, while IC was measured using the Value Added Intellectual
Coefficient (VAIC). Sustainability growth was measured using the Sustainable Growth Rate (SGR).
The sample, consisting of 10 companies and 50 observations, was selected using purposive
sampling. Multiple linear regression was applied to test the hypotheses. Results indicate that both
ERM and IC have no significant effect on sustainability growth. This suggests that other operational
or financial factors may play a more dominant role in driving sustainable growth in FMCG
companies.
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INTRODUCTION

In the era of globalization and increasingly intense business competition, companies
face various internal and external risks that may threaten operational stability and long-
term sustainability. These risks arise from factors such as market volatility, regulatory
changes, and technological advancements, making effective risk management a critical
requirement for modern organizations. Enterprise Risk Management (ERM) serves as an
integrated approach to identifying, managing, and controlling risks in order to reduce
uncertainty and support strategic decision-making.

FMCG companies operate in a highly competitive environment characterized by rapid
product cycles, fluctuating consumer preferences, and complex supply chain dynamics.
These conditions expose companies to high levels of strategic, operational, and financial
risks. To address these challenges, organizations are encouraged to implement Enterprise
Risk Management (ERM), which provides an integrated approach to risk identification,
assessment, and mitigation.

Moreover, the shift toward knowledge-based business models increasingly highlights
the importance of Intellectual Capital (IC) as a strategic corporate asset. IC, which consists
of human capital, structural capital, and relational capital, plays a crucial role in
supporting innovation, enhancing operational efficiency, and strengthening a company’s
long-term competitiveness. Human capital reflects the competencies, skills, and
experience of employees, while structural capital includes organizational systems,
procedures, and technologies that support business processes. Relational capital refers to
the relationships established with customers, suppliers, and other stakeholders.
Collectively, these intangible resources are widely recognized as key drivers of value
creation and sustainable corporate performance.

Sustainability growth, measured through Sustainable Growth Rate (SGR), reflects a
company's capacity to grow using internally generated funds without increasing leverage.
For FMCG companies, maintaining sustainable growth is essential for surviving market
pressures and expanding business operations.

Previous studies have primarily examined Enterprise Risk Management and Intellectual
Capital separately in relation to corporate financial performance. However, empirical
research that integrates ERM and IC simultaneously in explaining corporate sustainable
growth remains limited, particularly in the context of FMCG companies in Indonesia. This
lack of integrated analysis creates a gap in the literature regarding how risk management
and intellectual capital jointly contribute to long-term corporate sustainability. Therefore,
this study aims to analyze the effect of Enterprise Risk Management and Intellectual
Capital on the sustainable growth of FMCG companies listed on the Indonesia Stock
Exchange, thereby providing empirical evidence and enriching the literature on corporate
sustainability strategies

This study examines whether the implementation of ERM and the utilization of IC
significantly contribute to sustainability growth in Indonesian FMCG firms.

Literature Review
Enterprise Risk Management

Enterprise Risk Management (ERM) is a comprehensive process involving management,
the board, and company officials to identify events affecting the organization, manage
risks, and support the achievement of corporate goals. It is a strategic method that
integrates risk management principles into all aspects of company policy. ERM disclosure,
usually found in annual reports, provides information on the company’s risk profile,
potential impacts, and mitigation efforts. In essence, ERM is designed to safeguard
business continuity, performance, and profitability by ensuring risks are properly
managed. Such disclosure is crucial for informing investors about potential threats and
the company’s strategies to address them, serving as an important consideration in
investment decisions.
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ERM integrates risk oversight into strategic decision-making. COSO ERM (2017) divides
ERM into five components: governance and culture, strategy and objective-setting,
performance, review and revision, and information, communication, and reporting.
Effective ERM enhances organizational resilience and supports long-term performance
stability.

Intellectual Capital

Intellectual capital is considered a source of wealth and a driver of financial
performance, creating competitive advantage and sustainability (Xu & Wang, 2018). When
managed effectively, it delivers market value (Dzenopoljac et al., 2017) and is built on three
key elements: human capital, structural capital, and relational capital. Human capital,
represented by employees’ skills and competencies, is central to competitive advantage
(Yaseen et al., 2016; Meles et al., 2016). Structural capital, including organizational
systems, processes, and culture, supports human capital and knowledge (Bontis et al.,
2018; Smriti & Das, 2018). Thus, effective management of intellectual capital through the
synergy of these elements is essential for sustainable competitiveness and meeting market
expectations.

Intellectual Capital represents intangible assets that enable organizations to innovate
and compete. VAIC, introduced by Pulic (2000), measures IC efficiency through three
components:

VACA : Value Added Capital Employed

VAHU : Value Added Human Capital

STVA : Structural Capital Value Added

IC : Contributes to competitive advantage and long-term growth.

Sustainability Growth

SGR, developed by Higgins (1977), represents the maximum growth rate a firm can
achieve without relying on external financing. SGR reflects financial health, operational
efficiency, and managerial effectiveness.

Previous Studies

Prior research shows mixed findings. Some studies indicate that ERM and IC positively
influence firm value and growth, while others find no significant relationship depending
on industry and context.

METHOD
Research Design

This study employs a quantitative approach using secondary data from FMCG
companies listed on the IDX during 2020-2024.

Population and Sample

The population includes all FMCG companies on the IDX. Using purposive sampling,
10 companies met the criteria, resulting in 50 firm-year observations.

Operational Definitions

Enterprise Risk Management (ERM), as developed by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO), provides guidance for management in
determining risk appetite, identifying significant risks, and establishing appropriate risk
responses in accordance with the company’s conditions. In this study, ERM is measured
using 20 disclosure items based on the COSO ERM Framework 2017, which comprises
five components: governance and culture, strategy and objective-setting, performance,
review and revision, and information, communication, and reporting. Each disclosure item
is assigned a score of 1 if disclosed and O if not disclosed. The total score is then summed
and divided by the 20 disclosure items to obtain the ERM index. Data on ERM disclosure
are collected from the companies’ annual reports and official websites.
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ERM: measured using COSO ERM-based scoring of 20 indicators

Intellectual capital represents a firm’s intangible assets, including knowledge,
capabilities, and technological resources, that possess unique characteristics and
contribute to the creation of sustainable competitive advantage. Intellectual capital
comprises three main components: human capital, structural capital, and relational
capital, which collectively support organizational knowledge management and innovation.
In this study, intellectual capital is measured using the Value Added Intellectual
Coefficient (VAIC™) model. The VAIC™ model consists of three key components: Value
Added Capital Employed (VACA), Value Added Human Capital (VAHU), and Structural
Capital Value Added (STVA) (Pulic, 2000; Dwianto, 2021).

IC: measured using VAIC (VACA + VAHU + STVA)

The Sustainable Growth Rate (SGR) refers to the rate at which a company can achieve
growth by relying solely on internally generated funds without borrowing from banks or
other financial institutions. SGR is widely used for long-term sustainable growth planning,
capital acquisition decisions, cash flow projections, and financing strategies. This concept
is guided by the framework proposed by Higgins (1977).

Sustainability Growth: measured using SGR = Net profit ratio x Asset turnover ratio x
Retention rate x Equity multiplier

Data Analysis

Data were analyzed using:

Descriptive statistics;

Classical assumption tests;
Multiple linear regression;
Hypothesis testing (t-test & F-test).

RESULTS AND DISCUSSION
Descriptive Statistics

The descriptive results show variation in ERM implementation levels and IC efficiency
across FMCG companies. SGR values fluctuate annually due to changes in profitability
and internal financing capacity.

Regression Analysis

Results indicate:
ERM — SGR : negative, not significant

IC - SGR : negative, not significant
F-test : model not significant
R? : 1.4% (low explanatory power)

Table 1. Statistic Descriptive

N Minimum Maximum Mean Std. Deviation

SGR 50 - 9929756815 .6467 4088469468
9383601008

ERM 50 1.00 95.00 .0116 3.976.513

IC 50 - 9863765139 80.392 2105900415
1989240947

The descriptive statistics show that SGR and IC have wide value ranges, with negative
minimums and very high maximums, indicating substantial variation across companies—
likely influenced by outliers. The average SGR is 2.76 billion and IC is 2.33 billion, both
with high standard deviations. ERM ranges from 1 to 95, with a mean of 28.86, suggesting
generally low risk management implementation, though some companies score high.
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The descriptive statistics indicate that the Sustainable Growth Rate (SGR) varies
considerably among the sample companies, reflecting differences in their ability to achieve
sustainable growth using internally generated funds. This variation suggests that
companies have differing financial conditions and growth strategies. The level of Enterprise
Risk Management (ERM) disclosure is generally moderate, indicating that most companies
have implemented risk management practices, although the implementation is not yet fully
comprehensive.

Meanwhile, Intellectual Capital (IC) also shows variation across firms, highlighting
differences in the effectiveness of managing intangible assets such as knowledge, employee
skills, and organizational systems to support value creation and sustainable growth.
Overall, these results demonstrate heterogeneity among companies in terms of risk
management, intellectual capital, and sustainable growth performance.

Overall, the data reflects significant variability in sustainability growth, ERM practices,
and IC among firms.

Table 2. Normality Test Result

One-Sample Kolmogorov-Smirnov Test Unstandardized Residual
N 50
Normal Parametersa, b Mean .0000006
Std. Deviation 4060699223
Most Extreme Differences Absolute .081
Positive .058
Negative -.081
Test Statistic .081
Monte Carlo Sig. (2tailed) Sig. .564
99% Confidence  Lower Bound .552
Interval Upper Bound 577

a. Test distribution is Normal.

b. Calculated from data.

c. Lilliefors Significance Correction.

d. Based on 10000 sampled tables with starting seed 2000000.

The normality test was conducted using the One-Sample Kolmogorov-Smirnov Test. The
results show a significance value (Asymp. Sig 2-tailed) of 0.200, which is greater than the
significance level of 0.05. Therefore, it can be concluded that the residual data in this study
is normally distributed. The fulfillment of the normality assumption indicates that the
regression model used is appropriate to proceed to the next stage of analysis.

Table 3. Durbin-Watson Test Results Model Summaryb

Model R R Square Adjusted R Square Std. Error of the Estimate Durbin Watson
1 .116a .014 .028 414619004 1.556

Predictors: (Constant), IC, ERM
Dependent Variable: SGR

The Model Summary shows an R Square of 0.014, meaning ERM and IC explain only
1.4% of SGR, while 98.6% is influenced by other factors. The negative Adjusted R Square
(—0.028) indicates the regression model poorly explains the dependent variable. However,
the Durbin-Watson value of 1.556 (within 1.5-2.5) suggests no autocorrelation. Thus,
although free from autocorrelation, ERM and IC contribute very little to SGR.
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Figure 1. Heteroscedasticity Test Scatterplot

The heteroscedasticity test using a scatterplot shows randomly dispersed points above
and below zero without a clear pattern. This indicates no heteroscedasticity, meaning the
homoscedasticity assumption is met and the regression model is suitable for further
analysis.

Table 4. F Test

Anova
Model Sum of Squares df Mean Square F Sig.
Regression 1.109 3 5.544 0.323 0.726
Residual 8.080 47 1.719
Total 8.191 49

The ANOVA test shows an F value of 0.323 with a significance level of 0.726, which is
greater than 0.05. This indicates that the regression model is not simultaneously
significant. In other words, ERM and IC together do not have a significant effect on SGR,
and the model poorly explains variations in SGR.

Table 5. Coefficients Determination

Model R R Square Adjusted R Square Std. Error of the Estimate  Durbin Watson
1 0.116 0.014 -0.028 4,146,197,004 1.556

The Model Summary shows a correlation coefficient (R) of 0.116, indicating a very weak
relationship between ERM and IC with SGR. The R Square of 0.014 means only 1.4% of
SGR variation is explained by ERM and IC, while 98.6% is influenced by other factors. The
negative Adjusted R Square (-0.028) further suggests the model has poor explanatory
power after adjusting for variables and sample size.

The multiple linear regression equation used in this study is:
Y=a+B1X1+B2X2+¢

To obtain the values of a and B, refer to the output of the multiple linear regression
analysis presented in the table below.
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Table 6. Multiple Linear Regression Analysis

Variable B (Unstandardized) Std. Error Beta (Standardized) t Sig. Tolerance VIF
Constant 2,959,713,164 953,737,680.1 3.103 0.003

ERM 8,057,991.566 1,497,434.16 0.078 0.538 0.593 0.989 1.011
IC -0.183 0.283 -0.094 -0.648 0.520 0.981 1.019

Based on the Coefficients table, the regression equation is:
SGR = 2,959,713,164 + 8,057,991.566(ERM) — 0.183(IC)

The t-test results show that:

ERM has a positive coefficient but a significance value of 0.593 (> 0.035), indicating no
statistically significant effect on SGR. Thus, the hypothesis that ERM affects SGR is
rejected; and

IC has a negative coefficient with a significance value of 0.520 (> 0.05), also showing no
significant effect. Therefore, the hypothesis that IC influences SGR is also rejected.

Table 7. T test

B T Hitung SIG Keterangan
ERM 8.057.992,57 0.538 0.593 Not Significcant
IC -183 -0.648 0,52 Not Significcant

The regression results show that ERM has a coefficient of 8,057,991.566 with a
significance value of 0.593 (> 0.05), indicating no significant effect on SGR. Similarly, IC
has a coefficient of —-0.183 with a significance value of 0.520 (> 0.05), also showing no
significant impact. Overall, the t-test results confirm that neither ERM nor IC significantly
influences SGR, suggesting that sustainability growth is largely driven by other factors
outside these variables.

Based on the results of the partial t-test, it can be concluded that Enterprise Risk
Management (ERM) does not have a significant effect on the Sustainable Growth Rate
(SGR). This finding indicates that the implementation and disclosure of ERM practices
alone are not sufficient to directly influence the company’s ability to achieve sustainable
growth. Although ERM plays an important role in controlling risks and supporting
decision-making, its impact on sustainable growth may be indirect or dependent on other
supporting factors.

Results of the partial t-test show that Intellectual Capital (IC) does not have a significant
effect on the Sustainable Growth Rate (SGR). This suggests that the utilization of intangible
assets, such as human capital, structural capital, and relational capital, has not yet been
able to directly enhance sustainable growth performance. This condition may indicate that
the benefits of intellectual capital require a longer period to be realized or need to be
supported by other strategic and financial factors.

Overall, the partial test results indicate that neither ERM nor IC individually has a
significant impact on sustainable growth, reinforcing the possibility that sustainable
growth is influenced by a combination of other financial, operational, or strategic variables
beyond those examined in this study.

CONCLUSION

Affects SGR is rejected. From the stakeholder theory perspective, ERM should reflect a
company’s commitment to risk management and stakeholder trust, yet in practice its
implementation may remain compliance-oriented, short-term focused, or constrained by
external market conditions. As a result, ERM has not contributed significantly to
sustainability growth, highlighting a gap between theory and practice and the need for
stronger integration into long-term business strategies.
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Similarly, IC has a negative coefficient and is not significant (t = -0.648, Sig. = 0.520),
indicating no proven impact on SGR. Although RBV theory positions IC as a strategic VRIN
resource, the study shows that companies have not fully leveraged human, structural, and
relational capital to create sustainable competitive advantage. IC management often
remains administrative, measurement is limited, and in highly competitive FMCG
industries, practices are easily imitated and substitutable. Consequently, IC has not
become a key driver of growth.

Overall, the findings reveal a research gap: while theory emphasizes ERM and IC as
critical for sustainability, empirical evidence shows limited impact. Companies must
integrate ERM into strategic planning and manage IC beyond operational routines,
embedding it into culture, innovation, and processes that are difficult to replicate. Only
then can these resources fulfill their theoretical potential to enhance sustainable growth.
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