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Abstract. This study aimed to assess the impact of board diversity, corporate governance
(specifically public ownership and institutional ownership), and intellectual capital on firm
performance. Data for the study were sourced from annual reports of banking firms in
Indonesia spanning from 2017 to 2021. The sampling method employed was purposive
sampling, yielding data from 42 companies or 167 observations over the specified
timeframe. Findings revealed that both board gender diversity and intellectual capital
positively influence firm performance, aligning with agency theory and resource theory.
However, the study also found that neither public ownership nor institutional ownership
significantly affects firm performance.
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1 Introduction

In the second quarter of 2021, Indonesia witnessed a notable surge in economic growth,
reaching as high as 7.07%. This increase shows that Indonesia has succeeded in recovering from
the COVID-19 pandemic [1]. It can be said that Indonesia is a country with a large economy,
which will lead Indonesia to enter the G20 (Group of Twenty) and at the same time assume the
presidency of the G20 in 2022. The G20 is a collaborative platform involving 19 primary nations
alongside the European Union (EU). The main goal of the G20 is to realize strong and
sustainable global economic growth. Therefore, a country needs to maintain the stability of its
economic growth. In this case, banking has a role to play in maintaining this stability.

Bank is a vital financial institution that plays a significant role in fostering and stabilizing a
country’s economy. Because of the important role of banks, the existence and continuity of
banking must be closely guarded and supervised [2]. One aspect of maintaining the survival of
a bank is to ensure that the performance of the bank is good. Firm performance is the firm’s
ability to achieve its goals and improve the welfare of its shareholders [3]. Multiple elements
have the potential to impact firm performance.
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The first factor that affects firm performance is gender diversity of directors. Gender diversity
in the board of directors is a combination of various characteristics, traits, skills, mindsets, and
points of view that each director has to complement each other to improve firm performance
[4]. According to [5] female leaders have a more cautious or conservative nature so they tend
to choose lower risks. This is supported by research conducted by [6], [7], [8], [9], dan [10]
shows that gender diversity of directors has a positive effect on firm performance. Apart from
that, research conducted by [11], [12], [13], and [14] shows that Gender diversity of directors
has no effect on firm performance.

The second factor that affects firm performance is public ownership. Public ownership is shared
ownership in companies owned by the wider community or the public [15]. The higher public
ownership in a firm, the higher the firm’s transparency will be. This is because the level of firm
supervision and control will become tighter and the possibility of opportunistic actions, namely
the actions of managers who take advantage of themselves, can be avoided [16]. This is
supported by previous research conducted by [17], [18], and [19] which shows that public
ownership influences a positive impact on firm performance. However, research conducted by
and [20] shows that public ownership has no effect on firm performance.

Institutional ownership constitutes the third-factor influencing firm performance. Institutional
ownership refers to the ownership of shares in a company held by entities such as banks,
insurance companies, pension funds, and other institutional entities [21]. Agency theory
supports that institutional ownership is able to affect management to carry out higher asset
turnover. The higher the level of institutional ownership, the tighter the level of supervision and
monitoring of the firm. A strict level of supervision will decrease information asymmetry and
agency problems so that firm performance can increase. This is supported by research conducted
by [22], [23], and [24] which shows that institutional ownership has a positive effect on firm
performance. Apart from that, research conducted by [25] shows that institutional ownership
has no effect on firm performance.

In general, intellectual capital is divided into several elements, namely human capital, structural
capital, and customer capital. All the main elements of intellectual capital, if managed and built
well, can improve firm performance [26]. By Resource Based Theory, a firm can win the
competition by utilizing intangible assets to create added value for the firm. Firms that have
added value can create competitive advantages so that firm performance can increase [27].

Literature Review

Agency Theory

Agency theory as described by [28] reveals that the agency relationship is a contractual
relationship that exists between the shareholder (principal) and the manager (agent), where the
shareholders give authority to the manager to run the firm and provide power to make decisions
and carry out his duties. A manager sometimes wants to increase his profits and welfare which
should be able to maximize profits and prosperity for shareholders. These differences in interests
create conflicts or problems between managers and shareholders. The conflict between an agent
and principle due to agency is called agency conflict. Based on agency theory, the existence of
diverse directors, public ownership, and institutional ownership can minimize agency problems
so that shareholders' interests can be aligned with firm goals which can improve firm
performance.



Resource Based Theory

Resources-based theory is a theory that discusses the firm’s ability to manage and utilize its
resources. Firm resources are classified into three distinct categories, specifically these
categories encompass physical capital resources, human capital resources, and organizational
capital resources. The firm’s resources must be valuable, rare, difficult to imitate, and
irreplaceable. If all these components can be owned by the firm, it will be a source of advantage
in competing with competitors so that the firm’s performance can be better and increase [29].

2. Method

Population and Sample

The population used in this study is banking firms listed on the Indonesia Stock Exchange during
2017 - 2021. The samples in this study were taken from all populations determined using the
purposive sampling method. Based on the selected sample criteria, a research sample of 42
companies was obtained with 167 observations.

Variable Measurement
Dependent Variable

The dependent variable used in this study is firm performance. According to [30], firm
performance measurement is calculated using ROA (Return On Assets):

Net Income

ROA: ——
Total Asset

Independent Variable
Gender Diversity

Gender diversity refers to the proportion of female directors. The gender diversity measurement
is calculated using a dummy variable, namely giving a value of 0 if the firm does not have
female directors. A value of 1 is given if the firm has female directors.

Public Ownership

According to [31], the measurement of public ownership is calculated using the following
formula:
Share owned by public

Public O hip : 1009
ubtlc Ywnersip Total outstanding share x %

Institutional Ownership

The measurement of institutional ownership is calculated using the following formula:



o . Share owned by institution
institutional Ownership : - x 100%
Total outstanding share

Intellectual Capital

According to [32], the calculation of intellectual capital uses added value measurement or Value
Added Intellectual Coefficient (VAIC).

3. Results and Discussion
Result of Hypotheses Testing

The multiple linear regression analysis in this research aims to examine the influence of gender
diversity, public ownership, institutional ownership, and intellectual capital on firm
performance. The outcomes of the multiple regression analysis are showcased in the subsequent
table:

Table. Result of Hypotheses Testing

Unstandardized Standardized
Variable Coefficients Coefficients t Sig

B Std. Error  Beta
(Constant) -0,019 0,004 -5,081 0,000
Gender 0,003 0,001 0,140 3,059 0,003
Public 0,003 0,004 0,069 0,906 0,366
Institutional 0,001 0,004 0,025 0,331 0,741
IC 0,012 0,001 0,802 17,441 0,000

Based on the table above the results of the multiple regression test, the multiple regression
equation model is as follows:

Performance =-0,019 + 0,003Gender + 0,003Public + 0,001Institutional + 0,012IC + e
Gender Diversity and Firm Performance

Based on Table 1, the variable of gender diversity positively influences firm performance. The
result of this study indicates that the presence of gender diversity in the structural board of
directors will provide different perspectives to increase the quality of decision-making. In
addition, having gender diversity on the board of directors will help minimize the risks that arise
because there is a female director who tends to be careful in decision-making so that she will
make quality decisions. The results of this research are by agency theory which reveals that
women will be more selective in decision-making so they can avoid agency problems which
will increase firm performance.

Public ownership and firm performance



Based on Table 1, public ownership has no effect on firm performance. The result shows that
public ownership does not have an impact on firm performance so the large or small proportion
of public ownership in the firm does not affect the firm’s performance because public ownership
is an external party to the firm that does not directly manage the firm.

Institutional Ownership and Firm Performance

Based on Table 1, the institutional ownership variable has no effect on firm performance. This
shows that institutional ownership has no impact on firm performance. This study’s outcomes
suggest that elevated institutional ownership incentivizes managers to engage in opportunistic
behavior so that firm performance is not optimal.

Intellectual Capital and Firm Performance

Based on Table 1, intellectual capital has a positive effect on firm performance. The results of
this study indicate that if a firm can manage intellectual capital effectively and efficiently, it will
increase value-added so that firm performance will increase. The results of this study are in line
with resource-based theory which reveals that value creation and a firm’s competitive advantage
can be carried out by utilizing valuable, rare, and irreplaceable.

4. Conclusion

Derived from the findings and subsequent discourse, the conclusions are as follows: 1) gender
diversity has a positive effect on firm performance, 2) public ownership has no effect on firm
performance, 3) institutional ownership has no effect on firm performance, 4) intellectual capital
has an effect positive impact on firm performance. This study formulates several suggestions
for further research. First, future research is suggested to use different sectors that have a larger
sample of firms, so the result would be widely generalized. Second, firms in the banking sector
should pay more attention to the presence of female directors because having female directors
on the board of directors will improve the firm’s performance. Besides that, firms have to pay
more attention to managing the use of intellectual capital because it can improve firm
performance.
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