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Abstract 
In order to produce profits for Indonesian banking firms, this study is to investigate the qualities 

of the board of directors as leaders in business management and their capacity to handle 

intellectual capital. The observation period was in 2016-2020. The observed characteristic of the 

board of directors is the role of foreign directors and female directors. The results of the study show 

that foreign directors reduce Return on Assets. It seems that the domestic boards of banking 

companies in Indonesia have a better understanding and control of market conditions in Indonesia 

so that they are able to increase bank profitability. Similarly, female directors who excel at 

managing asset banks in Indonesia. Managerial banks in Indonesia, on the other hand, are able to 

manage their intellectual capital to maximize profits, both through asset and equity management. 

This study contributes to the validation of the upper-echelon theory, which demonstrates the 

function of top management teams in firm management. 
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Introduction 
The purpose of this study is to investigate how intellectual capital, gender, and national 

origin of directors impacting the ability of banking companies in Indonesia to generate 

profits. Banking is critical to economic progress, particularly in managing a country's 

financial system. (Tan, 2016). A banking sector that is strong and well-capitalized will be 

able to weather disruptions and be able to maintain financial stability (Davis et al., 2022). 

In today's world, every firm must have intellectual capital in its operations, which must 

be carefully measured in order to determine the organization's future possibilities. 

According to one study, the value of intellectual capital is a key component for the long-

term viability of businesses, whether large and small (Ousama et al., 2020). For the time 

being, more and more firms recognize the value of intellectual capital, because the 

objective is corporate sustainability in the face of more tough competition, prompting 

organizations to become more aware of the need to build their capital or intellectual 

assets (Olohunlana et al., 2021; Asare et al., 2021). 

There are distinctions in how firms are evaluated back then and now. Previously, it 

was mainly concerned with historical numbers or inaccurate estimations, but today 

intellectual capital valuation can be quantified using the VAIC (Berzkalne and Zelgalve, 

2014). Developed by Pulic in 2000, the Value Added Intellectual Coefficient (VAIC) is a 

measure of return on investment in knowledge capital that primarily consists of 

financial capital (both monetary and physical) and intellectual capital (both human and 

structural capital). (Castro et al., 2021). Therefore, many studies have investigated the 

impact of intellectual capital on firm performance through the VAIC model (Ozkan et 

al., 2017; Kamukama et al., 2010; Festa et al., 2021). As a result, intellectual capital 

efficiency can be expressed as the sum of human capital efficiency and structural capital 

efficiency (Castro et al., 2021). Relational capital, human capital, and structural capital 

are the three components of intellectual capital (Olarewaju and Msomi, 2021; Oppong 

and Pattanayak, 2019; McCracken et al., 2018; Chiu et al., 2019). 
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For the basis, human capital is the main factor that motivates the choice in determining 

the strategic focus for the company's revenue model (Duho and Onumah, 2019; Feraru 

and Mironescu, 2012). Every human capital is believed to be a collective skill, knowledge 

to an intangible asset capable of creating economic value for individuals, employers and 

their communities (Noel and Finocchio, 2022). Even human capital is regarded as the 

most significant in the service business since it has an impact not only on service quality 

in the near term but also on various firm results in the long run (Githaiga, 2021). 

Especially in human capital which has an important role in the company, one of which is 

the board of directors. With various backgrounds on the board of directors as well as 

gender and nationality, it will certainly have direct and indirect influence on the 

decisions taken. Every board of directors has features that influence every decision made. 

Directors' traits might differ in various ways, such as their independence, experience, board 

size, gender composition, and more (Palaniappan, 2017). 

According to Soewarno and Tjahjadi (2020), intellectual capital is classified as a 

superior intangible asset and can lead to superior performance for the company, if 

properly managed. So the company must be able to measure the influence of knowledge 

management efforts on their organizational performance. Such is the knowledge, 

information, and analysis of intellectual property that companies leverage to create 

wealth (Chizari et al., 2016). The wealth here refers to a company's profit or profitability, 

there are various studies that have been conducted to identify aspects of bank 

profitability (Shahriar et al., 2022). Return on Equity (ROE) and Return on Assets (ROA) 

are two indicators of the profitability of banking, which are fundamentally a 

consideration for investors choosing a stock (Abbas and Arizah, 2019; Zohra et al., 2022; 

Căpraru and Ihnatov, 2014).  The importance of looking at banking performance in 

utilizing company assets can be seen by calculating ROA, while by calculating ROE 

banks can attract the interest of large numbers of shareholders (Rettab et al., 2010). In a 

paper made by Yadav et al. (2022), ROA calculation is based on net income divided by 

total assets, while for ROE calculation is net income divided by company equity. If a 

company can generate higher ROA and ROE for each of its total assets and total equity, 

it means that the company's condition is getting better. Increasing the value of ROA and 

ROE is, of course, a challenging task. Companies need thorough preparations and 

estimates from corporate managers who have various expertise. As a result, the primary 

goal of this study is to examine the major influence of human capital in terms of gender 

and nationality on subsequent profitability, both in terms of asset income and firm 

equity income.  

 

Literature Review 
 

Intellectual Capital Relationship with Profitability 
 

There are many ways to improve business factors within a company, one of which is 

intellectual capital (IC) resources. Intellectual capital such as human capital and 

customer relations has become a factor in maintaining competitive advantage and 

creating corporate value (Hamdan, 2018; Al-Musali and, 2014). With intellectual capital, 

it is hoped that companies will be able to compete, especially because of competitive 

advantages that can improve the company's position (Lusmeida and Yvonne, 2022; 

Rehman et al., 2022). Progressively an industry recognizes the existence of intellectual 

capital as a component to achieve sustainable corporate competitiveness and finance (Xu 

and Wang, 2018). In several research achievements, it is stated that the main components 

of intellectual capital are human capital efficiency (HCE/Human Capital Efficiency), 

structural capital efficiency (SCE/Structural Capital Efficiency), and finally relational 

capital efficiency (RCE/Relational Capital Efficiency) (Rehman et al., 2022; Haris, et al., 

2019; Nawaz, 2019). Santis et al. (2019) described human capital as a capability possessed 

by a person and included in intangible values, such as, knowledge and skills that can 

support company capacity building. 
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Human capital includes all parties in the company, from managers to employees and 

key managers who are most important in realizing innovation and the company's long-

term success (Timothy, 2022). This was also revealed in research by Reynaldi and Wijaya 

(2022), which showed that intellectual capital, in addition to being a source of innovation 

and a crucial component of profitability, serves as both a major driver and a crucial 

resource in the value creation and long-term development of a business. Companies 

with large intellectual capital values will utilize knowledge obtained from various 

sources and will ultimately improve company reports (Nakyeyune et al., 2022). The 

banking business is basically a high-risk business. The strategies often used by banking 

companies include efficiency, stability, productivity, and finally profitability (Duho and 

Onumah, 2019). Bank Indonesia itself has explained about profitability in its regulations, 

which is to see and assess the health of a bank. In a book by Pandi (2012) there is a 

statement regarding the profitability ratios that can generate profits by measuring the 

effectiveness of the bank. Besides, it can also be used as a benchmark for the bank's 

financial health. In other words, the profitability ratio has an important role, considering 

that the maximum profit can be an improvement in the quality of the bank's capital 

sources. Therefore this study investigates a significant impact of intellectual capital on 

profitability in the banking sector in Indonesia. 

 

Director's Characteristic Relationship to Profitability 
 

Based on the theory of human capital, human resources are one of the most important 

aspects of a company. In terms of education, qualifications, up to one's experience is 

considered far more beneficial to the company, compared to material resources (Lu et 

al., 2022). So it is very natural, if the company's power holders really select every human 

resource who wants to work in their business, and one of them is a director. The highest 

decision in the company is the authority of a director. Decisions taken must be beneficial 

to the company, both in the long and short term. If there are errors or irregularities 

committed by the board of directors, it will have a negative impact on the company 

(Fariha et al., 2022). This was conveyed by Martikainen et al. (2022) which is that the 

characteristics of the board and audit committee can limit the tendency of managers to 

manage earnings. As stated by Palaniappan (2017), there are several aspects included in 

the characteristics of the board of directors / directors such as board size, board 

independence, board gender, and others. In order to produce profits for Indonesian 

banking firms, this study is to investigate the qualities of the board of directors as leaders 

in business management and their capacity to handle intellectual capital. Indirectly can 

also improve operational performance and company development (Al-Maliki et al., 

2022).  According to a number of earlier research, the company benefits from the 

charasteristics of the board of directors. The author still wishes to reevaluate the 

director's profitability traits, which are divided into two categories: gender and 

nationality. The author wants to prove the impact resulting from the characteristics of 

directors, especially in the field of banking business in Indonesia. 

 

Gender Relationship to Profitability 
 

Gender balance can enhance the decision-making process by broadening the views and 

experience of the governing body (Birindell et al., 2020). In addition, with variations that 

exist in the diversity of company boards such as expertise, age, education, gender, and 

others can allow for more efficient management results (Asare et al., 2021). It is said to 

be more efficient because there is a complementary framework so that it can encourage 

and strengthen corporate governance (Nicolo et al., 2022). There is some scientific 

evidence that female directors have an impact on firm success, particularly during 

critical times, although this is still uncommon (Rubino et al., 2021; Rossi et al., 2017; 

Gyapong et al., 2016). It was empirically proven in 2015, showing that the percentage of 
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female councilors in Asian and African countries is still very low compared to Western 

countries. The male council has a percentage of 95%, while for the female council it is 

only 5% (Cicchiello et al., 2021). Even so, there are several studies explaining that female 

directors have advantages in terms of relationships and sensitivity to social, 

environmental and ethical issues as well as concern for stakeholders and co-workers 

(Nicolo et al., 2022; Zahid et al., 2020; Fernandez et al., 2019).  The presence of female 

directors can positively improve the company's quality and ability to recognize stakeholders, 

so that the company's sustainability will be more guaranteed (Cicchiello et al., 2021). It 

can be said to have a positive or negative impact, if the company's report has a large 

Return on Equity (ROE) value because it can attract the interest of shareholders (Rettab 

et al., 2010). Several prior research have suggested that gender has a beneficial link with 

firm profitability. However, the authors would like to re-examine the gender link to 

profitability, particularly in the Indonesian banking industry. The author wants to see 

that the final result of the gender relationship with banking profitability in Indonesia 

still has a favorable or negative effect. 

 

The Relationship of National Origin to Profitability 
 

 
Figure 1. Research Model 

 

There are several companies that make profitability a standard for the company's future 

welfare. This has similarities in the field of banking business, where profitability is the 

guarantor of the continuity of economic growth and system stability. Empirically, the 

factors that can affect bank profitability have been divided into 2: internal factors and 

external factors. In short, internal factors are still under the control of the bank's 

management and external factors are beyond the bank's control (Al-Harbi, 2019). To be 

able to compete with competitors, the company will tend to try to maximize internal 

factors. Every development or innovation has an important role in achieving company 

goals, employees, and company performance (Almutirat, 2022). In the development or 

innovation process, it must be well structured, otherwise there will be a chance that the 

company will not be able to return all the capital that has been used (Asare et al., 2021). 

In meta analysis Sierra-Moran et al. (2021) explained that there is a positive relationship 

between board diversity and company innovation. This diversity can enhance the 

company's capabilities as well as in making strategic decisions and innovation. An 

example of board diversity is involving a board of directors who have foreign citizenship. 

Certainly not without reason there is diversity in the placement of the board of directors. 

The board of directors itself has a role as an informant and monitor of everything related 

to the company (Makkonen, 2022). The variety of backgrounds represented on the board 

of directors ought to provide businesses a wide range of options when it comes to 

decision-making. However, there is still very little research that can prove empirically 

that foreign board of directors have a positive impact on company profitability, 

especially for the banking sector. As a result, the author wishes to demonstrate that the 

influence of citizenship origin on profitability has a strong positive tendency in 
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Indonesian banks. As a result, the authors want to test and investigate the following 

three hypotheses: 

H1 : Intellectual capital has a positive value on profitability. 

H2 : Gender has a positive value on profitability. 

H3 : Origin of citizenship has a positive value on profitability. 
 

Methodology 
 

Data 
 

This study employs a quantitative method, including secondary data acquired from the 

Osiris and Bloomberg databases on the banking business in Indonesia from 2016 to 2020. 

This study uses the documentation method to collect data from all banks that have gone 

public (listed on the Indonesia Stock Exchange) which routinely present and publish 

complete (audited) financial reports (ending December 31) in 2016-2020. In this study, 

the population used is all banking companies located in Indonesia and registered on the 

IDX (Indonesian Stock Exchange) with annual reports for the period 2016 to 2020.  

 

Independent Variable (X) 
 

The independent variables used in this study consist of two aspects. The first independent 

variable is intellectual capital, which can be calculated using the Value Added 

Intellectual Coefficient (VAIC) proposed by (Pulic, 1998). A high VAIC value indicates 

a better efficient use of intellectual capital (Castro et al., 2021). As well as the higher the 

VAIC value, it indicates that management can make good use of the company's potential 

as well (Pulic, 2000). The second independent variable is the characteristics of the 

directors, where the characteristics of the directors are one of the keys in managing 

company profits (Martikainen et al., 2022). Although according to Virgandhie et al. (2017) 

innovation, creativity, and intellectual abilities are important factors in determining the 

value of a company. But characteristics are more important, based on research by Fariha 

et al. (2022) the company may experience destruction if the board of directors/directors 

commit deviations or violate existing rules. So for that, the researcher wants to prove the 

impact of the director's characteristics, which is focused on 2 aspects. The first aspect is 

gender, and the second aspect is citizenship. Researchers gathered information on the 

gender and nationality of the board of directors from all Indonesian banks between 2016 

and 2020 in order to gather data sources on director characteristics. The researcher 

employs the female board computation, which divides the total number of female 

directors by the total number of directors in order to calculate gender. For the calculation 

of nationality origin, the researcher uses the foreign board calculation, where the total 

board of directors with a foreign national background is divided by the total board of 

directors as a whole. 

 

Dependent Variable (Y) 
 

The dependent variable used in this study is profitability, which is a ratio that measures 

a company's financial performance (Bansal et al., 2018; Ozkan et al., 2017). Most of the 

literature calculates profitability using Return On Assets (ROA) and Return On Equity 

(ROE). This is supported by the statement by Joshi et al. (2013), about (ROA) research is 

often used to measure bank profitability and represent the bank's financial performance. 

For ROE, there are significant factors that influence profitability with an independent 

variable, which is total equity to total assets (Ramlan and Adnan, 2016). The ROA value 

is obtained from the Earning Before Tax formula divided by the total assets for the 2016-

2020 period, and the ROE value is obtained from the Earning Before Tax formula 

divided by the total equity for the 2016-2020 period. The results of the ROA calculation 

can determine the size of management's performance in managing company assets to 

generate profits (Muryanti and Subowo, 2017). 
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Control Variables 
 

Firm Size 
 

The firm size variable is a market value in the company (Hatane et al., 2021a). To 

calculate it with the natural logarithm of the company's total assets in the 2016-2020 

reporting year (Castro et al. 2021). 

 

Leverage 
 

The leverage variable is calculated from total debt divided by the company's total assets 

in the 2016-2020 reporting year (Tran and Vo, 2022). The results of leverage can 

determine the proportion between total debt and total equity (Tantra, 2018). 

 

Spesification Model 
 

Model specifications are detailed descriptions of the variables that will be utilized to test 

a research. The following specifications of the model employed in this study: 

ROAi,t  = β0 + β1 VAICi,t + β2 Foreign Boardi,t + β3 Female Boardi,t + β4 Firm Sizei,t + β5 

Leveragei,t + e 

ROEi,t  = β0 + β1 VAICi,t + β2 Foreign Boardi,t + β3 Female Boardi,t + β4 Firm Sizei,t + β5 

Leveragei,t + e 

 

Keterangan: 

ROAi,t  : ROA of company i in period t 

ROEi,t  : ROE of company i in period t 

VAICi,t  : VAIC of company i in period t 

Foreign Boardi,t : Foreign Board of company i in period t 

Female Boardi,t : Female Board of company i in period t 

Firm Sizei,t : Firm Size of company i in period t 

Leveragei,t : Leverage of company i in period t 

β0  : Constant coefficient 

β  : Regression coefficient 

e   : Error 

 

Data Analysis Method 
 

Based on the panel test in Table 1, panel data regression using the Ordinary Least 

Squares technique is the data analysis method used in this study. Where the technique 

tests heteroscedasticity. In addition, there is an appropriate approach to the fixed effect 

and random effect approaches. Based on the table, the Chow Test conducted a test by 

comparing the fixed effect and ordinary least square approaches which have found that 

research must use Fixed Effects. This can be seen from the results of the ROA and ROE 

values on the Chow Test showing less than 5% which is classified as a fixed effect. The 

Random Effect Test compares the random effect and conventional least square 

techniques that have been discovered that research must employ Random Effects. It is 

evident in the Random Effect Test column, which reveals ROA and ROE values of less 

than 5%, indicating random effects. Likewise with the Hausman test which conducts 

tests by comparing fixed effects and random effects which have been found that research 

must use fixed effects. The results of the Hausman test table state that the ROA and ROE 

values are less than 5% which is classified as a fixed effect. 

 
Table 1. Panel Effect and Heteroskedasticity Tests 

Profitability 

Model 
Chow Test 

Random Effect 

Test 
Hausman Test Heterokedasticity 

ROE 2.34E-39 4.91E-62 0.0117542 0.000047 

ROA 2.84E-41 3.80E-58 0.0370243 0.000000 
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Analysis and Discussion 
 

Table 2 described the calculation of the average, median, maximum, minimum and 

standard deviation of the independent variables, dependent variables and control variables. 

For the results of calculating the standard deviation and the average of all existing 

variables, it shows that the average value is relatively good. All because the standard 

deviation value is smaller than the existing average value. The average of the Female 

Board is 0.18672 and the Foreign Board is 0.082561 which means that the board of 

directors with a female background tend to be more than the board of directors with 

foreign citizenship, especially in the 2016-2020 period. The VAIC value has a minimum 

limit of 1.1994 and a maximum limit of 8.1816. Likewise for Firm Size which has scores 

in the range of 7.6632 to 11.059 and for Leverage in the range of 0.084182 to 0.94356. 

 

Table 2. Descriptive Variables 

Variables Mean Median Minimum Maximum Standar Deviation 

ROA 0.021429 0.017496 -0.002056 0.16753 0.020967 

ROE 0.12535 0.11113 -0.014188 0.40317 0.087135 

VAIC 3.0904 3.0597 1.1994 8.1816 1.1046 

Foreign Board 0.082561 0 0 0.5 0.13452 

Female Board 0.18672 0.16667 0 0.75 0.19187 

Firm Size 9.3591 9.2901 7.6632 11.059 0.80607 

Leverage 0.81353 0.84518 0.084182 0.94356 0.1246 

 

Table 3 expresses the diversity of results obtained, as well as the positive coefficient 

value on the VAIC variable, where VAIC itself is an indicator of measuring intellectual 

capital for the total efficiency of the company. However, after researchers focused again 

on intellectual capital based on gender and nationality, the results obtained were 

different. Where it can be observed that the Foreign Board has a detrimental affect on 

ROA and ROE. This suggests that the board of directors with foreign nationality has 

little impact on banking performance in terms of asset usage and business equity use. 

Where it can be seen that there is a negative influence between the Foreign Board on 

ROA and also ROE. This means that the board of directors with foreign nationality does 

not have much influence on banking performance in the utilization of assets and also in 

the utilization of company equity. 

 
Table 3. Regression Results 

Variables 
Profitability: ROE Profitability: ROA 

Coefficients P-Values VIF Coefficients P-Values VIF 

Const -0.29033 8.91e-033***  0.02036 1.84e-011***  
VAIC 0.05959 1.64e-072*** 1.476 0.01171 2.67e-125*** 1.476 

Foreign Board -0.00162 0.8798 1.023 -0.01239 1.55e-010*** 1.023 

Female Board 0.01149 0.1972 1.035 0.00468 9.45e-07*** 1.035 

Firm Size 0.01021 0.0005*** 1.972 -0.00023 0.4475 1.972 

Leverage 0.15312 5.24e-013*** 1.655 -0.04181 1.90e-025*** 1.655 

P-Value F-test  1.30E-119   8.10E-150  
Adjusted R-

Squared  

0.920991 
  

0.958157 

 
 

Research by (Nimtrakoon, 2015; Castro et al., 2021) stated that VAIC as a measure of 

return on investment in the form of knowledge capital. VAIC can give information 

regarding the efficiency of tangible and intangible assets in creating value in a business. 

This is also consistent with the authors' estimates, which show that VAIC has a favorable 

influence on ROA. One way of looking at it is that intellectual capital in banking in 

Indonesia has a positive influence on the use of corporate assets, and this is something 

that can be seen in a favorable light. For foreign directors, this step is very much the 
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object of research, but there is one study from (Sierra-Moran et al., 2021) which explained 

the positive relationship between board diversity and corporate innovation. The 

diversity in question is the diversity of backgrounds on the board of directors of the firm, 

which has a positive influence on corporate creativity. Indirect innovations will help the 

firm expand in a more positive approach. Foreign directors are one of the variations that 

take place within the scope of the board of directors. Foreign directors are directors with 

a background of citizenship from another country. This is believed to make the company 

more and more have many choices of considerations to make a decision. However, in 

this study it can be seen from the regression results which state that the board of directors 

has a negative impact on company profitability, both in terms of assets and equity. In 

other words, the presence of foreign directors does not have such a big impact on 

company profits. This is evident from the data that the author has collected, where the 

percentage of foreign directors involved in every bank in Indonesia is so low.  

For female directors, it has been researched by (Cicchiello et al., 2021) which stated 

that the presence of female directors can positively improve the company's quality and 

ability to identify stakeholders, so that the company's sustainability will be more secure. 

Though, the outcome is different than Asaredan et al. (2021), which in his research 

emphasized that a board with a woman's dominance is unlikely to have good intellectual 

capital. With 2 existing studies and 2 different results, the authors also want to prove the 

accuracy of the results. And the final result is that the regression on female directors has 

a positive impact on assets and equity in banking companies in Indonesia. According to 

current findings, bank equity is more impacted by female directors than firm assets are. 

Through research, Castro et al. (2021) believed that company size has been 

determined based on total assets in a particular reporting year. In other words, the size 

of a company is determined by the total assets it owns. However, this is inversely 

proportional to the results of the researchers, where the coefficient of company size on 

ROA has a negative impact. This may be due to the company's ability which is also 

classified as incapable of managing an asset. According to Tantra (2018), there should be 

a good proportion between total debt and total equity in a company. With good 

proportions, it will produce good asset management capabilities as well. It can be seen 

from the results of the researchers, that the coefficient of the company's ability is negative 

on ROA. However, the business is able to effectively manage its current equity, as 

evidenced by the research findings, which indicate a positive ROE. In this study, total 

equity has a greater indirect influence on firm size than competence to manage equity. 

The Upper Echelons theory developed by Hambrick & Mason in (Makkonen, 2022; 

Xiong, 2016), elucidates how the company's success is directly attributable to the 

leadership's efforts. The most senior executives in a company have a significant impact 

on the processes that lead to the generation of value for the business. These processes 

include the formulation of business strategies, the preparation of financial reports, and 

the distribution of corporate resources. In playing this role, top managers are influenced 

by their knowledge and skills, beliefs, and individual characteristics. By studying the 

characteristics of management, managers can determine company performance that has 

an impact on profits (Bouaziz et al., 2020). The top manager referred to in this study is 

the board of directors. From the Upper Echelons theory, the authors understand that 

female boards have a more positive and significant impact than foreign boards. This 

could be because female boards have more diverse characteristics of directors/directors, 

including independence, experience, board size, and many more. (G., 2017).  

There are fairly few banks in Indonesia with foreign personnel who become 

directors. According to research data sources, certain banks with foreign directors are 

not very profitable. In other words, the presence of a foreign director in a financial 

business has no impact. Meanwhile, banking companies benefit greatly from the 

presence of female directors. It can be seen from BRI that the youngest CEO was 22 years 

old in 2021, and the CEO is a woman. This can also happen because there is support 

from banking officials and also the government which supports gender equality in 
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opportunities to get work. BRI contributes to this by giving a composition of 42.36% 

female workers and 57.64% male workers. Apart from BRI, there are two female 

directors of Bank BJB who have made it to the list of the Top 100 Most Outstanding 

Women in Banking 2022. Bank BJB also offers to help women advance their professions 

in the community. According to Bank BJB, women can be counted on to carry out their 

responsibilities as financial managers, which are also carried out in a conscientious and 

cautious manner.  

 

Conclusions and Recommendations 
Banking has an important role in economic growth, especially in managing a country's 

financial system. In the current era, every company must have intellectual capital in its 

business which must be measured precisely to measure the company's future capabilities. 

For now the assessment of intellectual capital can be measured using the VAIC. The 

VAIC assists businesses in calculating the return on investment in knowledge capital, 

taking into consideration both intellectual and financial capital. Especially in human 

capital which has an important role in the company, one of which is the board of 

directors. With various backgrounds/characteristics of the board of directors such as 

gender and nationality, it will certainly have direct and indirect influence on the 

decisions taken. As a result, the corporation must be able to quantify the impact of 

knowledge management activities on organizational performance. Such is the knowledge, 

information, and analysis of intellectual property that companies leverage to create 

wealth. Wealth in question is the profit or profitability of the company, there are various 

studies that have been conducted to identify aspects of bank profitability. ROA and 

ROE, which are important considerations for investors when selecting a firm, can 

illustrate the link between banking and profitability. It is critical to assess banking 

success in employing firm assets, which can be seen by calculating ROA, as well as the 

interest of a large number of shareholders, which can be observed by calculating ROE. 

Of course, increasing the value of ROA and ROE is not an easy task. Companies require 

meticulous planning and calculations from corporate employees with varied backgrounds.  

Intellectual capital such as human capital and customer relations has become a factor 

in maintaining competitive advantage and creating corporate value. The banking 

business is basically a high-risk business. The strategies often used by banking companies 

include efficiency, stability, productivity, and finally profitability. Profitability ratios can 

generate profits by measuring the effectiveness of a bank and besides that it can also be 

used as a measure of a bank's financial health. A director has the ultimate decision-

making power in the firm. Decisions taken must be beneficial to the company, both in 

the long and short term. The company's operations would suffer if the board of directors 

makes mistakes or acts irregularly. qualities of the board of directors/directors, such as 

the board's size, gender, independence, and other aspects. Gender balance can improve 

decision-making by diversifying the governing body's perspectives and experience. 

There is some scientific showing that female directors have an impact on firm success, 

particularly during critical times, although this is still uncommon. The presence of 

female directors can positively improve the company's quality and ability to identify 

stakeholders, so that the company's sustainability will be more guaranteed. When 

looking at the empirical evidence, we find that both internal and external factors can 

have an impact on a bank's profitability. The corporation will prioritize improving 

internal processes so it can better compete with rivals.  

Calculation the standard deviation and the average of all variables which describe 

the average value as good. The VAIC calculation results show a positive impact on ROA, 

meaning that banking intellectual capital in Indonesia has a positive influence on the use 

of company assets. Meanwhile, the diversity of backgrounds/characteristics of the 

company's board of directors has a negative impact on company profitability, both in 

terms of assets and equity. That is to say, having foreign directors does not have a major 
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effect on financial outcomes for businesses. The regression in female directors has a 

beneficial influence on assets and equity in Indonesian banking organizations. In terms 

of existing outcomes, female directors have a bigger influence on bank equity than firm 

assets. For equity users, Firm Size and Leverage have positive coefficient values, but not 

for asset users. The coefficient of company size on ROA has a negative impact, the reason 

is because the company's ability is classified as lacking in managing company assets. 

According to the authors' understanding of the Upper Echelons Theory, the Female 

Board has a more positive and important influence than the Foreign Board. This might 

be because female directors have a variety of director qualities. The engagement of 

foreign employees in director positions in Indonesia is quite limited. In the meanwhile, 

banking companies benefit greatly from the presence of female directors. 

The researcher realizes that there are still many shortcomings in this study, so the 

suggestions for future research are to re-examine the impact of foreign boards on 

banking profitability. This is because researchers still cannot prove that foreign boards 

of directors have no effect on the profitability of banks in Indonesia. It is also possible 

that the next research can change the research period as a comparison of whether there 

is progress or not.  
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