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ABSTRACT

This study investigates the impact of sustainability reporting disclosures and intellectual capital on the
financial performance of banking companies, with efficiency (BOPO) as a moderating variable. The research
focuses on 41 banking firms listed on the Indonesia Stock Exchange between 2019 and 2021. Using purposive
sampling, 16 companies were selected based on specific criteria. Data were analyzed through descriptive
statistics, multiple linear regression, and moderating regression analysis (MRA) using IBM SPSS Statistics 25.
The findings reveal that: (1) sustainability reporting disclosure does not significantly affect financial
performance; (2) intellectual capital has a positive and significant effect on financial performance; (3) BOPO
weakens the influence of sustainability reporting disclosures on financial performance; and (4) BOPO also
weakens the relationship between intellectual capital and financial performance.
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INTRODUCTION

At the end of 2019, the world was shaken by the news of a newly discovered disease caused by the novel
coronavirus SARS-CoV-2 (Gorbalenya et al., 2020). This disease was officially named COVID-19
(Coronavirus Disease-2019) by the World Health Organization (WHO). COVID-19 was first identified in
Wuhan City, Hubei Province, China, on December 31, 2019, and was declared a pandemic by the WHO on
March 11, 2020.

The banking sector is one of the strategic sub-sectors within the financial industry that plays a crucial role in
economic activities. This is due to the bank's function as a financial intermediary institution, which collects and
distributes public funds. The activities carried out by banks also aim to promote balanced economic growth
and maintain national stability towards the improvement of the welfare of the general population. Thus, the
existence of banking institutions during the COVID-19 pandemic as financial intermediary institutions became
even more important. However, in reality, the pandemic also impacted the banking sector, particularly in terms
of net profit/loss (Nuri Maulidia, 2021). This statement is supported by data from Indonesia's Banking
Statistics, which show that the average growth of net profit/loss of banking companies declined from IDR
123,940 billion in the third and fourth quarters of 2019 to IDR 42,048 billion in the first and second quarters of
2020, with a total decrease of net profit/loss for banks in Indonesia amounting to -66.07% (Otoritas Jasa
Keuangan, 2020).

Net profit is a key measure for banks in assessing their performance in managing and providing funds to and
from the public. Financial performance reflects the efforts undertaken to evaluate the efficiency and
effectiveness of a company over a certain period. The financial performance of banks can be assessed through
various financial ratios. These ratios provide the government, investors, and bank customers with information
on the financial condition of a bank during a specific period (Diana et al., 2021). One of the ratios used to
evaluate financial performance is the Return on Assets (ROA) ratio. ROA is a ratio that shows net profit after
tax in relation to the total assets used by a company.
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The higher the ROA, the better the productivity of assets in generating net profit (Olivia et al., 2021).
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Fig. 1. Average ROA of Banking Companies Listed on the IDX from 2018 to 2021
Source: www.idx.co.id, Processed Data (2022).

Based on the observations conducted, the average ROA of banking companies listed on the Indonesia Stock
Exchange (IDX) during 2018, 2019, 2020, and 2021 was 0.0058, 0.0043, -0.0007, and -0.0043, respectively.
There was a significant decline in 2020 and 2021, indicating that the average ability of banking assets to
generate net profits was very low during these years, even reaching negative values. This suggests a decline in
the financial performance of banking companies during the pandemic period, as these companies struggled to
manage their assets effectively in generating net profits.

Based on the explanation and observation of the data, it becomes crucial to further investigate the factors that
may influence the financial performance of banking companies. Identifying these factors is essential to
understanding the underlying reasons behind the significant decline in financial performance, especially during
challenging periods such as the COVID-19 pandemic. This research will help determine which variables are
most impactful in shaping the profitability and overall financial health of banking institutions, providing
insights for stakeholders to make informed decisions in improving bank management and resilience.

Based on research conducted by Bukhori & Sopian (2017) and Dewi et al. (2019), it is stated that the
disclosure of sustainability reporting has an impact on financial performance. This is because sustainability
report disclosures provide positive information related to a company's economic, social, and environmental
performance, serving as a promotional medium for the public. As a result, the support and trust in the company
increase. The information disclosed in the sustainability report can also enhance customer confidence in the
bank, which indirectly leads to increased revenue and, consequently, improved financial performance of the
company.

Intellectual capital plays a crucial role in creating added value for companies, which in turn enhances their
overall performance. Effective management of intellectual capital leads to positive assessments of a company’s
performance. On the contrary, if intellectual capital is not managed properly, the company's performance will
be perceived as poor, resulting in a decline in its financial performance (Mustika et al., 2018).

In this study, the efficiency ratio (BOPO) is used as a moderating variable. The Operating Expenses to
Operating Income (BOPO) ratio reflects the efficiency level of banking activities. BOPO compares operational
expenses with operational income. Operational expenses are the costs incurred by the bank in conducting its
core business activities, such as interest expenses, marketing costs, labor costs, and other operational expenses.
Operational efficiency also affects bank performance, as it indicates whether the bank has utilized all its
production factors appropriately and effectively (Diana et al., 2021).
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The difference between this study and previous research lies in the addition of a moderating variable, namely
the efficiency level (BOPO), to test whether the efficiency level (BOPO) is able to moderate the influence of
the independent variables—sustainability reporting disclosure and intellectual capital—on the dependent
variable, which is financial performance. In addition, this study aims to contribute specifically to banking
companies in analyzing the phenomena that occurred during the COVID-19 pandemic. Users of financial
statements can use this research as a consideration for decision-making.

LITERATURE REVIEW
A Stakeholder Theory

Freeman (2010) in Alfaiz & Aryati (2019) stated that Stakeholder theory emphasizes the importance of
companies in meeting the expectations of their stakeholders, making sustainability reporting disclosures
crucial. Through transparency in sustainability practices, companies can build trust and stakeholder loyalty,
manage social and environmental risks, and attract investors concerned about these issues. This, in turn, can
enhance competitiveness, innovation, and operational efficiency, contributing to overall financial performance
improvement Utami (2015) in Aifuwa (2020).

B. Resource-Based Theory

Resource-Based Theory, as explained by Wernerfelt (1984) in Soewarno & Tjahjadi (2020), posits that
companies managing and utilizing strategic assets, including intellectual capital, will outperform their
competitors and achieve good financial performance. Intellectual capital, which encompasses knowledge,
skills, and innovation, is an essential intangible asset as it can create added value and enhance operational
efficiency. Therefore, effective management of intellectual capital significantly contributes to a company's
financial performance.

C. Financial Performance

According to Gitman & Zutter (2015) in Jati & Jannah (2022), financial performance is a company's condition
analyzed through financial analysis, both regarding the company's financial condition and performance at a
specific time. Return On Assets (ROA) is a ratio used to measure a company's profitability or financial
performance. Profitability reflects how efficiently the company generates net profit from its assets.

D. Sustainability Reporting Disclosure

A sustainability report is a publication that reflects an organization's performance in the economic,
environmental, and social domains. It can serve as a medium for companies to inform their stakeholders about
the organization's performance. These stakeholders include investors, employees, governments, creditors, the
general public, etc. (Qiu et al., 2016). Disclosures provided through sustainability reports allow stakeholders to
form opinions and make decisions based on information about the organization's contributions to sustainable
development goals (GRI, 2016).

E. Intellectual Capital

Intellectual capital refers to the resources a company possesses to create added value, which will subsequently
improve the company's performance. Proper management of intellectual capital leads to a better evaluation of
the company’s performance, while poor management results in a decline in performance, negatively impacting
the company's overall financial performance (Mustika et al., 2018).

F. Operating Expenses to Operating Income Ratio(BOPO)

The BOPO ratio aims to measure a bank's management efficiency in controlling operating expenses in relation
to its operating income. The smaller the BOPO value, the more efficient the bank is in conducting its business
activities, as its operating expenses are lower than its operating income. This indicates that the bank’s
management is highly efficient in its operations (Amalia & Diana, 2022).
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The Effect of Sustainability Reporting Disclosure on Financial Performance

Based on stakeholder theory, sustainability reporting disclosures are expected to foster good relationships
between companies and their stakeholders. Extensive sustainability reporting creates transparency for
stakeholders, reflecting a positive perception of the company's relationship with its environment. As a result,
the company’s reputation improves in the eyes of stakeholders, positively affecting its financial performance
(Yuliana & Utami, 2022). Studies by Clarissa & Rasmini (2018), Dewi et al., (2019), and Hardiningsih et al.
(2020) found that sustainability reporting disclosures significantly impact a company's financial performance
(ROA). Sustainability reports provide positive information regarding the company's economic, social, and
environmental performance, serving as promotional media to the public, thereby increasing support and trust in
the company. The information disclosed in sustainability reports can also boost customer confidence in banks,
indirectly increasing income and ultimately enhancing return on assets (ROA) or financial performance. The
proposed hypothesis is:

H1: Sustainability Reporting Disclosure positively affects Financial Performance.
The Effect of Intellectual Capital on Financial Performance

Intellectual capital is an intangible asset that plays a crucial role in improving a company’s competitiveness,
and if managed effectively, it can create competitive advantages and enhance the company’s financial
performance (Landion & Lastanti, 2019). Studies by Sadalia et al. (2019), Nurhayati et al. (2019), and
Soewarno & Tjahjadi (2020) showed that intellectual capital influences a company’s financial performance.
This means that better management of a company's intellectual capital leads to improved financial
performance, whereas poor intellectual capital management results in lower financial performance. The
proposed hypothesis is:

H2: Intellectual Capital positively affects Financial Performance.

The Role of BOPO in Moderating the Effect of Sustainability Reporting Disclosure on Financial
Performance

Through sustainability reporting disclosures, companies can provide sufficient and comprehensive information
about their operational activities and their impact on the economy, society, and the environment, thereby
creating value. By generating such value, the company can better meet the interests of all stakeholders,
improving its reputation with customers and enhancing financial performance (Alfaiz & Aryati, 2019). Studies
by Yaputri & Serly (2022) and (Nurkhalifa et al., 2021) found that operational efficiency (BOPO) significantly
affects banks' financial performance (ROA), suggesting that BOPO can moderate the effect of sustainability
reporting disclosures on financial performance in banking companies. The proposed hypothesis is:

H3: BOPO moderates the Effect of Sustainability Reporting Disclosure on Financial Performance.
The Role of BOPO in Moderating the Effect of Intellectual Capital on Financial Performance

According to Yaputri & Serly (2022), intellectual capital plays a crucial role in a company’s performance,
providing confidence to focus on integrated thinking that influences bank performance. The success achieved
by banking companies is based on the quantitative assessment of a bank’s profitability, which can be measured
by its ability to control operating expenses, leading to improved bank performance. Studies by Yaputri & Serly
(2022) and Nurkhalifa et al. (2021) found that operational efficiency (BOPOQO) significantly affects banks'
financial performance (ROA). BOPO has a significant positive impact on bank performance due to the
reduction in pre-tax profits and good management’s ability to finance operations optimally, as evidenced by a
lower BOPO value. Therefore, BOPO is believed to moderate the effect of intellectual capital on financial
performance in banking companies. The proposed hypothesis is:

H4: BOPO moderates the Effect of Intellectual Capital on Financial Performance.

Based on the explanation above, the conceptual framework of this research can be illustrated as follows:
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Fig. 2. Conceptual Framework

Source: Processed by the author (2024).
METHODOLOGY

The type of research used in this study is causal research, which aims to determine the cause-and-effect
relationship between two or more variables (Sugiyono, 2018). The purpose of this research is to test the
hypothesis regarding the influence of independent variables on the dependent variable. The independent
variables in this study are the disclosure of sustainability reporting and intellectual capital, with BOPO
(efficiency) as a moderating variable. Meanwhile, the dependent variable used in this study is ROA (Financial
Performance). The summary of the operationalization of each variable studied is presented in the table below:
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A Population and Sample

The population of this research consists of 41 banking companies listed on the Indonesia Stock Exchange
(IDX) during the 2019-2021 period. Using purposive sampling techniques, 16 sample companies were selected
based on specific criteria, with a 3-year observation period, resulting in a total of 48 research data points
analyzed.

B. Data Analysis Method

The data analysis methods used in this study include several types of analysis: descriptive statistical analysis,
multiple linear regression analysis, and moderation regression analysis (MRA). The hypothesis testing methods
used include the coefficient of determination test, simultaneous test (F-statistic test), and partial test (t-statistic
test) using IBM SPSS Statistics 25 software.
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RESULTS AND DISSCUSSION

A Descriptive Statistical Analysis
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The results of the descriptive statistical analysis of sustainability reporting disclosure, assessed using the
Sustainability Report Disclosure Index (SRDI), show that from the 48 samples, the minimum value of 0.2941
was found for Bank Mega Tbk in 2020, which disclosed only 29.41% of the total 136 indicators assessed in the
SRDI. The maximum value of 0.7647 was recorded by Bank BTPN Tbk in 2020, which disclosed 76.47% of
the total 136 indicators. The average value was 0.4820, meaning that, on average, the sampled banking
companies disclosed 48.2% of the total SRDI indicators. This indicates that the sampled banking companies,
on average, provided information on nearly half of all the indicators considered important in evaluating
sustainability performance.

The results of the descriptive statistical analysis of intellectual capital, proxied by the Value-Added Intellectual
Capital (VAIC), show that out of 48 samples, the minimum value of -14.6242 was recorded by Bank
Mayapada Internasional Thk in 2021, while the maximum value of 3.9095 was held by PT Bank Mega Tbk in
2021. The

average value was 0.1986, with a standard deviation of 3.2122. The average value being smaller than the
standard deviation indicates that the intellectual capital data for the banking companies sampled in this study
has a widespread between different data points. This suggests that the data is not well distributed.

The results of the descriptive statistical analysis of efficiency, measured using the BOPO ratio, show that from
48 samples, the minimum value of 0.6425 or 64.25% was recorded by Bank Central Asia Tbhk in 2021. A
BOPO value of < 83% places Bank Central Asia Tbk in 2021 at rank 1 with a very low BOPO rating, while a
value of 0.994 or 99.4% was recorded by Bank Mayapada Internasional Thk in 2021. A BOPO value > 90%
places Bank Mayapada Internasional Thk at rank 5 with a high BOPO rating. The standard deviation was
0.087, which is less than the average value of 0.8427. The average value being greater than the standard
deviation indicates that the BOPO data for the sampled companies has a narrow spread between data points.
Therefore, it can be concluded that the data used is of good quality.

The results of the descriptive statistical analysis for the financial performance variable, proxied by the Return
on Assets (ROA) ratio, show that from 48 samples, the minimum value of 0.0003 or 0.03% was recorded by
Bank Mayapada Internasional Tbk in 2021, while the maximum value of 0.0310 or 3.10% was recorded by
Bank Central Asia Tbk in 2019. The average value was 0.0132, indicating that the average asset profitability
for the banking companies sampled in this study is 1.32%. This average is below the industry average for
financial performance, measured by ROA, which stands at 5.98% (Noordiatmoko et al., 2020). The standard
deviation was 0.0075, indicating a narrow spread between data points for the financial performance variable.
Thus, it can be concluded that the data used is of good quality.

B. Multiple Linear Regression Analysis

Table 3
Results of the Coefficient of Determination (R?) for Multiple Linear Regression
Model R RSquare  Adjusted
R Square
1 0,946a 0,895 0,888
Source: Data processed using SPSS 25 (2024)

The table above shows an R? value of 0.895, indicating that 89.5% of the variation in financial performance
can be explained by variations in sustainability report disclosure and intellectual capital, while the remaining
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10.5% (1 - 0.895) is explained by other variables outside the regression model.

The table shows that the calculated F-value of 124.963 is

Table 4
Resulis of the F-Siatistic Tesi for Muliiple Linear Regression
Model F Sig.
Regression 124,963 0,000b

Residual
Total
Source: Data processed using SPSS 25 (2024)

greater than the F-table value of 3.20 (124.963 > 3.20), with a significance value of 0.000, which is smaller
than 0.05 (0.000 < 0.05). This indicates that, simultaneously, the variables of sustainability reporting disclosure
and intellectual capital have a significant effect on financial performance. Therefore, the regression model can
be used to predict financial performance.

Table 5
Results of the t-Statistic Test for Multiple Linear Regression
Model t Sig.
(Constant) 15,769 0,000
SRDI (X1) -0,947 0,349
VAIC (X2) 3,004 0,004

Source: Data processed using SPSS 25 (2024).

The first hypothesis suggests that sustainability reporting disclosure has a positive effect on financial
performance. Based on the t-test, the absolute t-value for sustainability reporting disclosure was 0.947, which
is smaller than the t-table value of 1.67943 (0.947 < 1.67943), with a significance value of 0.349, larger than
0.05 (0.349 > 0.05). These results indicate that sustainability reporting disclosure does not have a significant
effect on financial performance. Therefore, H1 is rejected.

The second hypothesis suggests that intellectual capital has a positive effect on financial performance. The t-
test results show an absolute t-value for intellectual capital of 3.004, which is greater than the t-table value of
1.67943 (3.004 > 1.67943), with a significance value of 0.004, smaller than 0.05 (0.004 < 0.05). This shows
that intellectual capital has a significant positive effect on financial performance. Therefore, H2 is accepted.

From the results of the multiple linear regression analysis, it can be concluded that sustainability reporting
disclosure does not significantly affect financial performance, while intellectual capital has a significant
positive effect on financial performance, with the following regression equation:

ROA =0.081-0.002 SRDI + 0.133 IC + ¢

A constant value of 0.081 indicates that if sustainability reporting disclosure and intellectual capital are
considered constant or zero, the average financial performance is 0.081. The regression coefficient for
intellectual capital is 0.133, meaning that intellectual capital has a positive effect on financial performance.
This implies that every 1% increase in intellectual capital will raise financial performance by 0.133.

C. Moderating Regression Analysis (MRA)

Table &
Results of the t-Statistics Test for Moderating Regression Analvsis (MEA)
Mode] Unstandardized 1 Big
Coefficients
B
{Comstant) o012 6387 0,000
SRDI(X1) ik 1863 0000
VAIC (X2) 0003 1943 0.003
SROIBOPO 0,097 3600 0,000
VAICBORD 0,008 -2, 195 0008

Seunde. s prcdeaed Ui i O (04
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The third hypothesis suggests that BOPO moderates the effect of sustainability reporting disclosure on
financial performance. The t-test results show that the moderation variable SRDIBOPO (SRDI*BOPO) has a
negative coefficient of -0.097, with a significance value of 0.000, smaller than o (0.05), indicating that BOPO
moderates by weakening the effect of sustainability reporting disclosure on financial performance. Therefore,
H3 is accepted.

The fourth hypothesis suggests that BOPO moderates the effect of intellectual capital on financial
performance. The t-test results show that the moderation variable VAICBOPO (VAIC*BOPO) has a negative
coefficient of -0.008, with a significance value of 0.008, smaller than a (0.05), indicating that BOPO moderates
by weakening the effect of intellectual capital on financial performance. Therefore, H4 is accepted.

DISCUSSION
The Effect of Sustainability Report Disclosure on Financial Performance

Based on the testing of the first hypothesis, the results show that, individually, the disclosure of sustainability
reporting does not have a significant effect on financial performance. This finding is in line with ldowati et al.
(2020), who stated that sustainability reporting disclosure does not have a significant impact on financial
performance because the effects of such disclosures on company value occur gradually. This study’s results are
consistent with the research conducted by Lukman & Sabrina (2019) and Pradipta et al. (2022), which found
that sustainability reporting disclosure does not affect financial performance. However, the findings contradict
the research by Dewi et al. (2019), Hardiningsih et al. (2020), and Yuliana & Utami, (2022), who found that
sustainability reporting disclosure does influence financial performance.

The Effect of Intellectual Capital on Financial Performance

The results of the second hypothesis testing show that intellectual capital has a positive and significant effect
on financial performance. The higher the value of intellectual capital, the greater the improvement in financial
performance. This finding aligns with the resource-based theory, which posits that a company’s sustainability
and competitive growth strategy rely on the effective use of its resources, including intellectual capital, which
consists of Human Capital Efficiency (HCE), Capital Employed Efficiency (CEE), and Structural Capital
Efficiency (SCE). The efficient and effective utilization of intellectual capital will enhance the financial
performance of the company, contributing to a competitive advantage.

The results of this study are consistent with the findings of Nurdin & Suyudi (2019), Nurhayati et al. (2019),
and Destania & Puspitasari (2021), which also demonstrated that intellectual capital positively influences
financial performance. However, these findings differ from the studies conducted by Pidola & Rahmah (2019)
and Yaputri & Serly (2022), which concluded that intellectual capital does not affect financial performance.

The Role of BOPO in Moderating the Effect of Sustainability Report Disclosure on Financial
Performance

Based on the third hypothesis testing, it was found that BOPO moderates by weakening the relationship
between sustainability reporting disclosure and financial performance. In this context, BOPO acts as a variable
that influences the extent to which sustainability reporting disclosure impacts the financial performance of
banking companies listed on the Indonesia Stock Exchange (IDX) from 2019 to 2021. A higher BOPO value
can weaken the effect of sustainability reporting disclosure on financial performance. High levels of BOPO
associated with sustainability reporting disclosures tend to result in decreased financial performance.

This finding aligns with the research by Yaputri & Serly (2022), which indicates that the lower the BOPO
value, the more efficient a company is in controlling its operational costs. This implies that companies that are
more efficient in

managing operational costs can better leverage sustainability reporting disclosures to enhance operational
income and overall financial performance. Therefore, the significant negative impact of high BOPO on the
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relationship between sustainability reporting and financial performance supports good banking practices in
maintaining stable performance.

The Role of BOPO in Moderating the Effect of Intellectual Capital on Financial Performance

Based on the fourth hypothesis testing, the results indicate that BOPO moderates by weakening the effect of
intellectual capital on financial performance. In this context, BOPO functions as a moderating variable that
influences the extent to which intellectual capital can impact the financial performance of banking companies
listed on the Indonesia Stock Exchange (IDX) from 2019 to 2021.

This finding aligns with the statement of Patarowo et al. (2018), which asserts that if BOPO increases,
indicating a decrease in efficiency, the financial performance obtained by the bank will decline. This is due to
the fact that the level of efficiency in bank operations significantly affects the earnings generated by the bank.
When operational activities are conducted efficiently (in this case, characterized by a low BOPO ratio), the
revenue generated by the bank will increase. Therefore, it can be concluded that high BOPO values can
diminish the positive impact of intellectual capital on financial performance, emphasizing the importance of
operational efficiency in enhancing financial outcomes in the banking sector.

CONCLUSION
Based on the research findings, the following conclusions can be drawn:

1. Sustainability reporting disclosure does not have a significant effect on financial performance.

2. Intellectual capital exerts a positive and significant influence on financial performance.

3. BOPO (operational efficiency) moderates the relationship between sustainability reporting disclosure and
financial performance by weakening its effect.

4. BOPO also moderates the impact of intellectual capital on financial performance, similarly weakening its
influence.

Based on the conclusions above, the following recommendations are proposed:

1. For future researchers: Expanding the sample size and extending the research period are advised to improve
the generalizability of findings. Additionally, future studies should explore other variables and adopt
diverse measurement methods to provide deeper insights.

2. For banking management: Focus on reducing operational costs to boost efficiency (BOPO) and financial
performance. Investments in intellectual capital and technological innovation should be prioritized to
enhance long-term competitiveness. Moreover, improving the quality of sustainability reporting disclosures
and integrating them with broader corporate strategies is essential to create more meaningful impact.
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