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ABSTRACT

This research delves into the role of
Indonesia's  Independent Board of
Commissioners (IBC) in strengthening
corporate governance systems and how it
affects  the relationship between
intellectual capital and the efficiency of the
country's banks. In recent years,
intellectual capital has emerged as a
critical differentiator in the banking sector,

especially in a financial services
environment that heavily relies on
knowledge and technology, including

digitalization. The utilization of intellectual
capital, supported by an effective IBC
supervisory mechanism, can optimize
banking performance. From 2019 through
2023, 124 banks meeting the requirements
are used to analyze the banking industry.
The findings of this study show that the
impact of Indonesia's IBC on the
correlation between intellectual capital and
bank performance is substantial. This
study underscores the vital role of
Indonesia’s IBC in enhancing corporate
governance, optimizing intellectual capital
utilization, and improving  banking
efficiency. Strengthening IBC oversight
can maximize performance, emphasizing
the need for governance reforms and
regulatory support to enhance
competitiveness in the evolving financial
sector.

Keywords: Banking Performance;
Corporate Governance; Emerging
Markets; Independent Board of
Commissioners; Intellectual Capital;

Supervisory Mechanism
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INTRODUCTION

Financial institutions, particularly those in developing countries, rely heavily on
intellectual capital to gain a competitive edge and boost their overall performance. When
it comes to emerging countries' banking sectors, intellectual capital is key since it drives
financial success and competitive advantage. When it comes to enhancing operational
efficiency and service delivery, banks, particularly in emerging nations with limited
traditional resources, rely heavily on intellectual capital, which includes human,
structural, and relational components. Human capital is an important part of intellectual
capital, which has a major impact on how well banks do, according to research.

Human capital, encompassing the skills, expertise, and experience of employees, is
especially crucial in the banking sector (Murniati et a., 2023; Sumiati et al., 2022).
Kamukama et al. (2010) demonstrate that enhancements in intellectual capital
components, particularly human capital, correspond positively with financial
performance. This observation is supported by Haris et al. (2019), who argue that the
advancement of intellectual capital is essential for the profitability and growth of banks,
particularly in dynamic and competitive environments. In developing countries, where the
banking sector is often knowledge-intensive, investing in human capital can lead to
enhanced service delivery and customer satisfaction, ultimately driving financial
performance.

Further findings, Lipunga (2014) emphasizes the necessity of focusing on human capital
in the banking sector of Malawi, asserting that the management of banks must prioritize
their human resources to enhance value creation. This sentiment is echoed by Alhassan
and Asare (2022), who highlight that banks recognized as intellectual capital-intensive
sectors benefit from effectively managing their human resources to achieve competitive
advantages. The role of human capital is further supported by Aisyah and Pratikto
(2022), who argue that the efficient utilization of intellectual capital, particularly human
resources, is essential for providing high-quality services in the banking industry.

In addition to human capital, structural capital, which includes the systems and
processes that facilitate banking operations, is equally important. Structural capital,
which encompasses the systems, processes, and organizational culture that support
banking operations, also significantly impacts financial performance. Tiwari and Vidyarthi
(2018) highlight that effective management of intellectual capital, including structural
capital, can lead to improved corporate performance in Indian banks. This is particularly
relevant in developing countries where banks must navigate regulatory challenges and
market volatility. By optimizing their internal processes and leveraging technology, banks
can enhance their operational efficiency and responsiveness to market demands.

Another study illustrates that the governance structures within banks, particularly those
defined by the Corporate Governance Directive in Ghana, directly impact the overall
intellectual capital performance, thereby influencing efficiency and effectiveness in
banking operations (Duho, 2020). Similarly, the findings of Mataveli et al. (2022). indicate
that the relationship between intellectual capital and service agility is crucial for
enhancing banking service provision, particularly in emerging markets like Brazil. This
relationship underscores the necessity for banks to develop robust internal processes
and systems that leverage their intellectual assets. Furthermore, relational capital, which
refers to the relationships banks maintain with customers, stakeholders, and the
community, is another critical component of intellectual capital. Ali et al. (2021)
emphasize that relational capital can enhance a bank's performance by fostering
customer loyalty and trust, which are vital in competitive banking environments. Another
research by Kariuki and Kiambati (2017) shows that organizations with higher intellectual
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capital outperform those with lower levels, suggesting that strong relational capital can
lead to improved performance metrics. This is particularly relevant in developing
countries where customer relationships can significantly influence market positioning
and profitability. In developing countries, where customer relationships can significantly
influence market positioning, banks that effectively manage their relational capital are
likely to see improved financial outcomes.

Moreover, the integration of dynamic capabilities with intellectual capital can further
enhance banking performance. Ali et al. (2021) suggest that dynamic capabilities enable
banks to renew and integrate their intellectual capital, thereby sustaining competitive
advantages and achieving high performance. This is particularly important in developing
economies, where rapid changes in technology and consumer preferences require
banks to be agile and innovative. Empirical studies support the assertion that intellectual
capital significantly influences financial performance. For instance, Tran and Vo (2020)
found that banks in emerging markets that accumulate higher levels of intellectual capital
tend to perform better financially. Similarly, the research conducted by Inyada (2018)
highlights that effective management of intellectual capital leads to stronger competitive
advantages and improved financial performance in Nigerian banks.

The impact of intellectual capital on banking performance in developing nations
constitutes a notable research gap, especially concerning the mechanisms behind this
link. Although current research has demonstrated a favorable association between
intellectual capital and financial performance, a thorough knowledge of the contextual
elements and governance structures that moderate this relationship is still lacking. A
critical topic necessitating greater investigation is the influence of corporate governance,
particularly the Independent Board of Commissioners (IBC), on the enhancement of
intellectual capital's effect on banking performance. Zulfikar et al. (2020) assert that
robust corporate governance, marked by independent scrutiny, can enhance
performance outcomes in the banking sector. Nevertheless, the precise mechanisms via
which independent boards affect the deployment of intellectual capital are still
inadequately studied. This disparity is especially evident in developing nations, where
governance frameworks may vary considerably from those in industrialized markets.

The role of IBC in the governance of banks is pivotal in strengthening the influence of
intellectual capital on banking performance. Independent boards, characterized by their
objectivity and lack of affiliations with management, enhance the oversight and strategic
direction necessary for effective intellectual capital management. This governance
structure is particularly important in the banking sector, where the effective utilization of
intellectual capital can lead to improved financial outcomes. Research indicates that
independent boards of commissioners contribute significantly to the governance quality
of banks, which in turn affects their performance. The IBC plays a crucial role in
overseeing the management of human capital, which is a key component of intellectual
capital. As noted by Alhassan and Asare (2016), the banking sector is inherently reliant
on human capital, and effective governance can enhance the development and utilization
of this resource. Independent boards can ensure that banks invest in training and
development programs, thereby improving employee skills and competencies, which are
essential for delivering high-quality services and driving financial performance. Further
findings, structural capital, which includes the systems and processes that support
banking operations, is also influenced by the governance provided by independent
boards. While Agustina and Anwar (2021) discuss the role of independent boards in
enhancing financial reporting quality, their focus is on coal mining companies rather than
the banking sector, making this reference less relevant to the current context. Therefore,
this citation has been removed.
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Relational capital, another critical component of intellectual capital, is also strengthened
through effective governance. The independent board can help foster strong
relationships with stakeholders, including customers and regulatory bodies, which are
essential for building trust and loyalty. Research by Khan et al. (2015) emphasizes that
effective management of intellectual capital, supported by good governance, leads to
better financial performance in banks. The importance of autonomous boards in
enhancing the relational aspects of intellectual capital is demonstrated by this
relationship. Improving the impact of intellectual capital on banking performance can be
achieved by integrating big data analytics into the governance structure. Big data
analytics mediates the association between IC components and the innovation
performance of banks, according to research by Al-Khatib (2022). Banks can better use
their intellectual capital to innovate and adapt to market changes if independent boards
help them adopt such technologies.

LITERATURE REVIEW

The theoretical grounds of this study are the Resource-Based View (RBV) and the
stewardship theory. This thesis examines how an IBC mediates this connection within
Indonesian banking corporations, shedding light on the impact of intellectual capital on
banking institution performance. According to the RBV hypothesis, organizations can
obtain a sustainable competitive advantage by maximizing the utilization of their
distinctive assets, particularly intangible ones such as intellectual capital. Intellectual
capital, which encompasses human, structural, and relational capital, is an important
resource for improving banking performance outcomes. These intangible assets can be
better managed and put to use with the help of the IBC, which serves as a governance
structure. If the RBV is to be believed, banks may set themselves apart from the
competition by making good use of their intellectual capital. Banks that invest in their
people are better able to meet the needs of their customers, and those that put their
structural capital to good use are better able to improve their operational performance
(Neubaum et al., 2016; Seng et al., 2018)

In addition to this, the IBC has the ability to improve the management of intellectual
capital by ensuring that the strategic objectives of the bank are aligned with the efficient
usage of these resources. According to Barendse et al. (2016), through the provision of
monitoring and direction, independent boards are able to assist financial institutions in
the development and implementation of plans that maximize the value that is derived
from their intellectual capital. Stewardship theory, which is distinct from RBV, proposes
that organizational leaders are driven to behave in the best interests of the organization
and its stakeholders, rather than pursuing self-serving goals. Stewardship theory is a
supplementary theory to RBV. This idea is especially pertinent when applied to the
setting of independent boards of commissioners because it places an emphasis on the
significance of ethical leadership and accountability in the realm of governance
administration. Stewardship theory suggests that independent boards can foster a
culture of trust and collaboration within banks, leading to better decision-making
regarding the management of intellectual capital. When board members prioritize the
long-term success of the organization, they are more likely to support initiatives that
enhance intellectual capital, such as employee training and development programs
(Madison et al., 2015; Pearson & Marler, 2010). By promoting a stewardship climate,
independent boards can encourage behaviors that align with the organization's goals,
ultimately leading to improved banking performance. This aligns with findings from
Madison et al., who highlight that stewardship behaviors can lead to superior
performance outcomes in family firms, suggesting that similar dynamics may apply in the
banking sector (Madison et al., 2015).
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Researchers have focused on intellectual capital and financial institution efficiency via
oversight mechanisms like the impartial board of commissioners. This literature study
examines how independent boards' supervisory responsibilities affect banks'
performance and intellectual capital management. Shubita (2023) found that
concentration of ownership, corporate governance, and intellectual capital efficiency are
positively correlated in Jordanian banks. These findings suggest that banks may perform
better if they concentrate ownership to better manage and employ intellectual capital.
The study supports the idea that independent boards and other excellent governance
can improve oversight and align intellectual resource management. This debate is
pertinent to Umanto et al. (2018), who assess intellectual capital in Indonesian regional
development banks. They agree that intellectual capital improves operational efficiency,
but their analysis does not reveal a link between intellectual capital and bank
performance. Given the scarcity of research in the industry, governance mechanisms
like independent boards may be needed to address this hole and improve the impact of
intellectual capital on financial institutions.

Ariska (2022) analyzes the influence of ownership structure on the performance of
intellectual capital in banking firms listed on the Indonesia Stock Exchange (IDX). The
research indicates that institutional ownership positively influences intellectual capital
performance, implying that governance frameworks are essential for improving the
management of intellectual assets. This discovery is crucial as it underscores the
relationship between ownership structures and governance procedures, highlighting the
necessity for independent boards to guarantee the effective utilization of intellectual
capital to enhance performance. Buallay et al. (2020) examine the efficiency of banks in
the Gulf Cooperation Council (GCC) nations, highlighting the significance of intellectual
capital in augmenting profitability. Research suggests that banks, as knowledge-
intensive entities, significantly depend on their intellectual capital to provide services and
attain competitive advantages. This highlights the significance of strong governance,
especially autonomous boards, in managing intellectual capital to enhance financial
performance. The research indicates that independent boards can improve the strategic
alignment of intellectual capital efforts with the bank's overarching objectives.

Alhassan and Asare (2016) provide evidence from Ghana, demonstrating that
intellectual capital significantly impacts bank productivity. They argue that the banking
sector is inherently reliant on intellectual capital, making its effective management crucial
for achieving competitive advantages. This finding highlights the importance of
governance systems like autonomous boards in building financial institutions' capacity to
produce and use intellectual capital. We can try to understand the relationship between
intellectual capital and financial institutions' profitability by utilizing the theoretical
frameworks of stewardship theory and the RBV. Companies can gain a competitive edge
by capitalizing on their unique resources, according to the RBV. Intellectual capital and
other intangible assets are particularly vulnerable to this. The banking business can
greatly benefit from leveraging intellectual capital, which includes human, structural, and
relational capital, to improve operational efficiency and financial performance. Thus, the
objective board of commissioners is crucial in this setting, as it provides oversight and
guidance that could result in better IP management.

Stewardship theory further complements this understanding by positing that
organizational leaders are motivated to act in the best interests of the organization and
its stakeholders. This theory suggests that independent boards can foster a culture of
accountability and collaboration, which is essential for maximizing the value derived from
intellectual capital. Supporting the concept that good governance can improve IP
management, research by Pearson and Marler (2010) shows that stewardship actions
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result in better performance. This theoretical framework allows us to construct the first
hypothesis in the following way:

H1: The performance of banking organizations is positively impacted by intellectual
capital thanks to its beneficial influence.

This hypothesis asserts that the efficient management and deployment of intellectual
capital will enhance financial performance in banks. The IBC, by providing oversight and
strategic direction, can enhance the capacity of banks to leverage their intellectual capital
effectively, resulting in better operational efficiency and financial outcomes.

An unbiased board of commissioners can significantly enhance the relationship between
intellectual capital and bank performance. The RBV and stewardship theory provide a
comprehensive theoretical framework for understanding how governance systems might
improve the management of intellectual capital, which supports this assertion. The RBV
posits that firms can achieve a competitive advantage via the effective utilization of their
unique resources. This is particularly relevant to intangible assets like intellectual capital.
Intellectual capital, which includes human, structural, and relational capital, is an
essential asset that can enhance operational efficiency and financial performance in the
banking industry. The autonomous board of commissioners is tasked with improving the
management and utilization of these intangible assets. Kotte's (2023) research
demonstrates that proactive governance improves the management of intellectual
resources, and the frequency of board meetings favorably affects intellectual capital
performance. The RBV posits that the proficient management of available resources is
essential for attaining exceptional performance results.

Stewardship theory enhances this comprehension by asserting that organizational
leaders are driven to behave in the best interests of the organization and its stakeholders.
This idea posits that independent boards can cultivate a culture of trust and collaboration,
which is vital for optimizing the value obtained from intellectual capital. Vitolla et al.
(2020) emphasize that independent boards augment the quality of intellectual capital
disclosures, perhaps resulting in enhanced organizational performance. This discovery
underscores that proficient governance might enhance the correlation between
intellectual capital and banking success. According to this theoretical framework, the
second hypothesis might be articulated as follows:

H2: An IBC can enhance the beneficial impact of intellectual capital on the performance
of financial institutions.

According to this hypothesis, banks can improve their financial performance with the help
of an independent board since their participation makes intellectual capital management
more effective. With its strategic direction and monitoring, the independent board can
help maximize the use of intellectual capital, which in turn improves operational efficiency
and financial outcomes. In addition, studies done by Asare et al. (2021) show that
banking sector corporate governance frameworks have a big impact on how resources
are distributed and how intellectual capital is managed. This shows how important
independent boards are for ensuring that financial institutions make good use of their
intellectual capital to boost performance. In addition, the research by Khalique et al.
(2019) supports the idea that banks' financial success is heavily dependent on
intellectual capital, and it suggests that strong governance measures can enhance this
correlation (Khalil & Slimene, 2021). A strong framework for understanding the role of
independent boards in maximizing the impact of intellectual capital on banking
performance has been developed by combining the RBV with stewardship theory.
Improved financial performance for banks is the anticipated outcome of improved
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management of intellectual capital, which is a key role of governance, according to the
stated hypothesis.

RESEARCH METHOD

This paper will apply a quantitative research methodology to ascertain how the
supervisory mechanism of Indonesia's IBC influences the association between
intellectual capital and banking performance. Secondary data for the study will come
from annual reports of banks traded on the IDX and financial statements. With an eye
toward those likely to be listed on the IDX, this analysis comprises all Indonesian banks
engaged in operations between 2019-2023. We shall apply deliberate sampling to
guarantee the sample is relevant and satisfies particular requirements. The following
constitute the criteria for inclusion into the sample: The bank has to have been registered
on the IDX and have kept a profit for the whole research period. These criteria are crucial
to guarantee that the chosen banks are financially sound and able to furnish dependable
data on performance indicators. The study intends to enhance the validity of its findings
by omitting banks that have experienced losses or have been delisted, so concentrates
on institutions likely to exhibit effective governance and management procedures.

It is required to explore crucial issues in order to identify how the supervisory mechanism
of the IBC affected the association between intellectual capital and bank performance.
This is necessary for the goal of this study. The Value-Added Intellectual Coefficient
(VAIC) model is a paradigm that was established by Ante Pulic and is considered to be
influential. It is used to evaluate intellectual capital. In this study, we will investigate three
primary aspects: the efficacy of human capital (HCE), the efficiency of structural capital
(SCE), and the efficiency of capital employed (CEE). The VAIC model evaluates the
effectiveness of a bank's intellectual capital. HCE measures the bank's staff's
productivity in creating economic value by calculating the value contributed per
employee. By analyzing the bank's structural capital its policies, processes, and culture
SCE determines how well the bank runs its day-to-day operations. CEE assesses the
efficacy of the capital utilized by the bank, offering insights into the bank's ability to
leverage its financial resources to create value. Prior research, like that of Joshi et al.
(2010) and Lipunga (2014), has effectively utilized the VAIC model to evaluate
intellectual capital performance in several banking environments, hence affirming its
significance and dependability as a measurement instrument.

It is a crucial financial indicator that demonstrates how successfully a bank uses its
assets to create revenue, and it is used in this study to measure the performance of
banks. A clear demonstration of the bank's profitability in relation to its asset base is
provided by the Return on Assets (ROA), which is calculated by dividing the bank's net
income by the total assets of the bank. This statistic is especially essential in the banking
business, where successful asset management is critical to bottom-line performance.
Rasyid (2023) and Yusuf & lIsa (2022) used ROA as a performance indicator,
demonstrating its efficacy in evaluating banking performance.

The IBC is evaluated based on the ratio of independent commissioners present on the
board. This statistic signifies the bank's governance framework and denotes the degree
of oversight and autonomy in decision-making procedures. An increased ratio of
independent commissioners correlates with improved governance quality, as these
individuals are anticipated to deliver impartial supervision and prioritize shareholders'
interests. This statistic is crucial for comprehending how the independent board affects
the correlation between intellectual capital and banking performance, as it underscores
the significance of governance in promoting the efficient administration of intellectual
resources. A prior study (Aisyah et al., 2021) has demonstrated that board composition
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can substantially influence bank performance, hence corroborating the utility of this
metric.

Moderation Regression Analysis (MRA) will be utilized to investigate the moderating
influence of an IBC on the links between intellectual capital and financial performance.
The subsequent stages will be included: The regression model can be articulated as
follows:

(1) KP=a+blIC +e.
(2) KP =a+Db1IC + b2DKI + b3(IC*DKI) + e.

Where:

KP = company performance
IC = Intellectual capital

DKI = proportion of IBC

a = constant

b = beta

e = standard error

RESULTS

Based on purposive sampling, 124 samples of data were observed. After being
processed using SPSS, the following results were obtained:

Table 1. Results of Hypothesis 1
Variable t Sig
IC 2.269 0.025

With a significance level of less than 0.05, the data presented in the table above
demonstrate that intellectual capital has a significant and favorable impact on the
financial performance of Indonesian institutions. They also demonstrate that this impact
is large. This research offers substantial backing for the initial premise, which states that
the performance of financial institutions is greatly improved by intellectual capital. The
findings of this study provide excellent support for this idea. When looking at financial
indicators like ROA, the findings suggest that banks that have high levels of intellectual
capital (as evaluated by the VAIC model) perform better than banks that have lower
levels of intellectual capital. Intangible assets are vital for enhancing productivity in the
workplace and getting a competitive advantage in the market, according to the RBV,
which believes that these two goals may be accomplished simultaneously. All of this is
in accordance with the ideals that underpin the RBV.

The importance of intellectual capital in promoting financial success in the banking
business has been highlighted in previous research, which supports similar findings. The
importance of effectively managing intellectual resources for profitability was highlighted
in a study undertaken by Yilmaz and Aybars (2021) in the Turkish banking sector, which
found a strong positive link between intellectual capital and bank performance. In their
study of the effects of various forms of intellectual capital on the bottom lines of
Indonesian banks, Soewarno and Tjahjadi (2020) found that ROA is positively impacted
by the efficacy of human, structural, and relational capital.

The findings of Stahle et al. (2011), who assert that the VAIC model offers a trustworthy
indicator of a business's market worth and total economic performance, are supported
by the data presented in this study. Their findings lend credence to the theory that higher
VAIC scores are associated with better financial outcomes for banks, lending credence
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to the premise that intellectual capital is positively correlated with financial performance.
Furthermore, the results of this study align with the findings of Alhassan and Asare
(2016), which indicated a favorable correlation between intellectual capital and bank
productivity in emerging markets. Their study underscores the significance of investing
in intellectual capital to enhance performance, reflecting the conclusions derived from
this research. The beneficial influence of intellectual capital on banking performance can
be ascribed to various variables. Banks that adeptly utilize their intellectual assets,
including proficient staff, creative methodologies, and robust client connections, are
more strategically equipped to address market demands and improve operational
efficiency. This is especially pertinent in the current competitive banking landscape,
where adaptability and innovation are essential for maintaining profitability. In addition,
the following were the outcomes of the study that looked at how the IBC affected the
relationship between financial institutions' performance and intellectual capital:

Table 2. Results of Hypothesis 2
Variable t Sig
IC*DKI 3.051 0.03

An IBC effectively moderates or enhances the relationship between intellectual capital
and banking performance, as indicated in Table 2, where the significant coefficient value
is 0.03, which is below the 0.05 threshold. This study's results strongly support the
second hypothesis, indicating that an IBC significantly enhances the relationship
between intellectual capital and banking performance.

The beneficial moderating influence of the IBC can be elucidated using the frameworks
of RBV and stewardship theory. The RBV posits that an independent board functions as
a crucial governance instrument that guarantees the efficient utilization of intangible
resources, including intellectual capital. Butar (2019) emphasizes that organizations with
a higher ratio of independent board members are less prone to earnings management,
indicating that independent boards improve the transparency and accountability of
financial reporting. This transparency facilitates enhanced alignment of intellectual
capital activities with the bank's strategic objectives, resulting in superior performance
outcomes.

Moreover, the results align with the research of Kyere and Ausloos (2020), who contend
that a substantial presence of independent directors is associated with enhanced
financial performance. The independent board's monitoring can enhance the
management of intellectual capital by fostering a culture of responsibility and ethical
conduct, which is crucial for optimizing the value obtained from these intangible assets.
This supports the idea that independent boards can improve decision-making processes,
therefore reinforcing the connection between intellectual capital and banking success.
The findings align with the study by Kili¢ and Kuzey (2019), which underscores the
important influence of board composition on business performance. An independent
board can offer varied perspectives and experiences, thereby improving the quality of
decisions concerning the management of intellectual capital. Diversity is vital in the
banking business since the capacity to innovate and adapt to evolving market conditions
is crucial for sustaining competitiveness.

DISCUSSION

This study's results substantiate both hypotheses, demonstrating that intellectual capital
favorably affects banking performance and that an IBC enhances this link. These findings
augment the current literature by confirming the theoretical frameworks of RBV and
stewardship theory, while also corroborating prior empirical studies.
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Evidence supports the first assumption that intellectual capital positively influences
banking performance, with a significant correlation observed between VAIC scores and
ROA. This finding aligns with the RBV, which posits that intellectual capital and other
intangible assets are essential for attaining performance and competitive advantage.
Previous research indicates that the effective management of intellectual capital
enhances financial performance within the banking sector (Alhassan & Asare, 2016;
Khalique et al., 2019; Minh, 2023). This research lends credence to the theory that
financial institutions that put money into their employees' education and professional
development are more likely to get a return on their investment in the form of higher
profits.

The results support the second hypothesis, which states that a bank's performance is
improved by virtue of intellectual capital when a separate board of commissioners is in
place. Banks with a higher proportion of independent commissioners seem to benefit
more from intellectual capital's positive effect on performance metrics, according to the
results. This aligns with stewardship theory, which posits that effective governance
structures, particularly those characterized by independent oversight, can enhance the
management of intellectual capital. Research by Minh (2023), Dong et al. (2017), and
Garefalakis et al. (2017) supports this assertion, demonstrating that independent
directors contribute to improved decision-making and risk management, ultimately
leading to better financial performance.

Moreover, the findings resonate with the work of Srivastava (2015) and Darwanto &
Chariri (2019), who highlight the importance of a balanced board composition in driving
firm performance. The presence of independent directors not only fosters accountability
but also encourages a culture of transparency and ethical behavior, which is essential
for maximizing the value derived from intellectual capital. This is particularly relevant in
the banking sector, where effective governance can mitigate risks associated with the
management of intangible assets.

The findings corroborate the observations of Garefalakis et al. (2017) and Prasojo et al.
(2022), who determined that corporate governance information substantially influences
banks' reporting performance. The research highlights that a well-organized board,
especially one with a significant number of independent members, can augment the
efficacy of intellectual capital management, resulting in enhanced financial performance.
The findings of Habtoor (2020) further substantiate that the performance of the board of
commissioners favorably influences the ROA of banks.

CONCLUSION

This research involved 26 banking institutions in Indonesia, covering an observation
period from 2019 to 2023, resulting in a sample of 124 observations. This study's findings
demonstrate that (1) intellectual capital has a significant positive impact and (2) the IBC
effectively moderates and strengthens the relationship between intellectual capital and
banking performance.

LIMITATION

This study offers important insights into the impact of the IBC’s supervisory mechanism
on the relationship between intellectual capital and banking performance, despite its
limitations. Because this study only looks at banks that are part of the IDX, it does not
provide the complete story of Indonesian banking, especially when it comes to smaller
or unlisted banks that can have different performance metrics and governance
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structures. This constraint may impact the applicability of the findings to the wider
banking sector in Indonesia.

The second limitation is that the study is based on secondary data that could be
inaccurate or biased because it is derived from financial statements and annual reports.
ROA and VAIC are two well-established measures whose reliability depends on how
honest and accurate the banks are when reporting them. Previous studies, such as those
by Umanto et al. (2018) have noted similar challenges in correlating intellectual capital
performance with financial outcomes due to potential discrepancies in data reporting.
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