Research Horizon

ISSN: 2808-0696 (p), 2807-9531 (e)

Research Horizon
Volume: 04

Issue: 05

Year: 2024

Page: 31-44

The Impact of Intellectual Capital, Business Risk,
and Institutional Ownership on Firm Value

Khadafi Alwaini"*, Deden Tarmidi®

1.2 Faculty of Economics and Business, Universitas Mercu Buana, Jakarta, Indonesia

* Corresponding author: Khadafi Alwaini (khadafialwaini@gmail.com)

Abstract

This study aims to analyze the effect of board diversity on the relationship between
intellectual capital, business risk, and institutional ownership with firm value. With
the unit of analysis of companies operating in the Property, Real Estate, and
Construction Building sectors listed on the Indonesia Stock Exchange (IDX) from
2019 to 2022. Using purposive sampling, a final sample of 184 firms was obtained.
Multiple regression analysis was used to test the hypothesis. The result indicate that
intellectual capital and business risk have a positive impact on firm value, while
institutional ownership has a negative impact. Additionally, the study finds that
intellectual capital and institutional ownership, as represented by both male-
dominated and female-dominated of the Board of Directors (BoD), do not
significantly affect firm value. However, a male-dominated BoD has a more
significant impact compared to a female-dominated BoD, while both have a positive
effect on business risk in the company.
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1. Introduction

A good company is one that can notice various aspects, both financial and non-
financial aspects in enhancing firm value as part of the company's efforts to ensure
its ongoing viability. Firm value reflects an investor's evaluation of a company's
performance, which is tied to its stock price. The COVID-19 pandemic has triggered
a global crisis, affected health and leading to socioeconomic crises, including in the
financial sector (Mahajan, 2021). At that time, investor panic was exacerbated by the
emergence of various COVID-19 variants such as Delta, which was first identified
in mid-2021 and Omicron, which emerged at the end of 2021 and into early 2022.
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Figure 1. [HSG graph for the period 2021-2024

The impact of COVID-19 was also felt in the stock market, where the Jakarta
Composite Index (JCI) experienced a significant drop during the initial stages of the
pandemic in early 2020 and well below compared to the period in 2019. This reflects
alargely wait-and-see attitude among investors. Investors are concerned about future
market conditions. The graph of the Jakarta Composite Index (JCI) for the period
2021-2024 shows the growth of the property index during the COVID-19 period.
The graph shows a significant decline in prices from the beginning of 2021 until
around the end of 2023. Stock prices experienced several fluctuations, but the overall
trend was downward. This made the IDXPROPERT index appear sluggish during
the pandemic period. The MSCI UK Quarterly Property Index experienced a
significant decline in the second half of 2022. From its peak in the second quarter of
2022, the index dropped to its lowest level since the third quarter of 2009. This
decline indicates sharp fluctuations in the UK property market, suggesting changes
in market dynamics and potential significant economic impacts. Firm value is the
value per share that would be realized if all of the company's assets were sold at their
current market prices. Firm value is also an important factor in long-term
investments using analytical methods (Schoenmaker & Schramade, 2019).

Management generally formulates policies with organizational goals in mind,
even though having hidden personal management objectives is fairly common. Each
company policy inevitably affects internal stakeholders, including management and
members of the management team, as well as external stakeholders like the
government, banks, the general public, and investors are also affected. Independent
commissioners are selected to represent the interests of shareholders while
performing oversight functions for the company. Board diversity is believed to have
a positive impact. Greater diversity among board members may lead to more
conflicts; however, this diversity can offer a wider range of solutions to problems
compared to a homogeneous board. Companies with diverse board members may
achieve better financial performance compared to their competitors—25% more
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probable for gender diversity and 86% more probable for ethnic diversity (Jao et al.,
2024).

Researchers have found that board diversity shows a positive and substantial
correlation with firm value (Agyemang-Mintah, & Schadewitz, 2019; Greene et al.,
2019; Qureshi et al., 2020). However, research conducted by Chondough (2021),
reveals that board diversity does not have a significant impact on firm value.
Herawati et al. (2020), defines intellectual capital as a term given to the combination
of intangible assets, intellectual capital, employees, and infrastructure that enables a
company to function. In other words, intellectual capital is the total of intangible and
knowledge-related resources that an organization uses to generate value (Garcia-
Perez et al., 2020). Despite its importance, there is still a lack of understanding about
the extent to which specific aspects of intellectual capital impact firm value and
financial performance. Researchers have found that intellectual capital positively
affects firm value (Putri et al., 2019; Putri & Nazula, 2021). However, this contrasts
with the study by Josephine et al. (2019), which indicates that intellectual capital
does not impact firm value. Hartati & Mukhibad (2018), defines in a company,
business risk increases with high levels of debt. Companies with high business risk
tend to increase their use of debt as a source of funding. Business risk significantly
affects firm value, as found in studies by (Ginting et al., 2020; Septyanto & Nugrah,
2021; Alamsyah & Malanua, 2021). However, contrary results were found by Hartati
& Mukhibad (2018), which indicate that business risk negatively impacts firm value.

Institutional ownership refers to the ownership of shares by financial institutions
such as banks, pension funds, insurance companies, and investment funds.
Institutional ownership plays an important role in the capital markets because these
institutions have substantial resources to invest in company shares. Previous
research examining the impact of institutional ownership on firm value has indicated
that institutional ownership significantly affects firm value (Asnawi et al, 2019).
However, these findings are contradicted by several studies that indicate
institutional ownership does not significantly affect firm value (Amaliyah &
Herwiyanti, 2019; Sari & Wulandari, 2021). Based on the phenomena and research
gaps identified in the studies discussed, the author intends to conduct research with
the title: 'Analysis of Board Diversity on the Influence of Intellectual Capital,
Business Risk, and Institutional Ownership on Firm Value in the Property and Real
Estate companies Listed on the IDX for the Period 2019-2022.

2. Literature Review

Laili & Tjaraka (2024), describe an agency relationship as a contract where one
or more parties (principals) hire another party (agent) to provide services on their
behalf, which includes delegating some decision-making authority to the agent.
Based on this assumption, it can be concluded that the agency problem is triggered
by the differing objectives between shareholders and managers. The context of firm
value research, agency theory can highlight the important role of understanding how
this relationship impacts firm value. Agency theory can be linked to information
asymmetry, which occurs when management possesses more information about the
company's operations than the board of directors or shareholders. Gender diversity
in the Board of Directors (BOD) can help reduce this information asymmetry, as
diverse perspectives and communication styles can enhance the exchange of more
comprehensive information. In Overall, agency theory advocates for gender
diversity on the board of directors as a way to address agency issues, enhance
oversight, and ensure that management operates in the best interests of the
company's shareholders.

Falqueto (2020), defines stakeholders as groups or individuals who can influence
or be influenced by the achievement of specific objectives. Stakeholder theory asserts
that companies should not operate solely for their own benefit but also provide value
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to stakeholders, such as shareholders, creditors, consumers, suppliers, employees,
and the government (Chairi & Ghozali, 2007). In firm value research, this theory
highlights the importance of considering stakeholder interests for long-term value
creation. A gender-diverse board of directors brings broader perspectives, enabling
better responses to stakeholder needs, particularly on social, environmental, and
ethical issues. Companies with gender-diverse boards are often seen as more socially
and ethically responsible, which can strengthen their reputation and improve long-
term performance.

Gender is an intrinsic characteristic shaped by social and cultural influences,
leading to assumptions about the roles of men and women (Ellemers, 2018). It is a
cultural construct shaped by societal norms, fluid, and subject to change based on
variations in customs, culture, religion, values, and historical events. Gender is
context-specific, not universally applicable. Differences in gender can influence
decision-making and behavior. Men tend to focus on success through competition
and outcomes, while women emphasize task execution, maintaining positive
relationships, and following rules. As a result, women are more likely to be critical
of rule violations. Tarmidi et al. (2023) examine two methods for assessing gender
perceptions of ethical behaviour: the structural and socialization approaches. The
structural approach suggests that differences in male and female behavior stem from
early socialization related to work expectations and the rewards received throughout
their careers. This framework posits that both men and women, influenced by similar
work environments and reward systems, will eventually develop comparable ethical
and moral standards. In terms of firm value, gender diversity on boards can
significantly influence decision-making. The inclusion of women on the board of
directors or commissioners brings unique perspectives, promoting more prudent and
innovative decisions. This can enhance firm value by fostering a more inclusive and
progressive company image. Gender-diverse boards are also viewed positively by
investors, customers, and business partners, potentially boosting a company's
reputation and long-term performance.

Firm value is calculated as the present value of the company’s projected free cash
flows, discounted using the weighted average cost of capital. Free cash flow
represents the cash available to investors after deducting all operating expenses,
capital expenditures, and changes in net working capital. Firm value is also crucial
in long-term investments using analytical methods (Tarczynski et al., 2020). Firm
value can be assessed through the stock price; as the stock price increases, so does
the firm value. Increasing firm value is a key achievement expected by the owners,
as enhancing firm value will also improve the owners' wealth (Listari, 2018).
Supriono (2020), a company's stock price is closely related to the level of success
perceived by investors as firm value. The market price of a company's stock
represents investors' evaluation of the total equity ownership. On the other hand,
Belli et al. (2019) contend that firm value signifies a specific state attained by a
company after undergoing a process spanning several years, from its founding to the
present.

Intellectual capital encompasses intangible assets, intellectual property
employees, and infrastructure that enable a company to function effectively
(Maharani & Fuad, 2020). Companies with strong intellectual capital differentiate
themselves by generating long-term benefits. According to Subagio (2022),
intellectual capital represents knowledge that yields future benefits through resource
utilization. Investors are attracted to firms with high intellectual capital, as it
indicates capital efficiency, and increased investment can enhance firm value (Setiany
et al., 2020). The impact of intellectual capital on firm value can vary based on the
board's gender composition. Male-dominated boards tend to focus on financial and
operational aspects, while female-dominated boards emphasize social issues,
employee relations, and sustainability in managing intellectual capital. Research by
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Ni et al. (2020), Putri et al. (2019), and Putri & Nazula (2021) supports the positive
relationship between intellectual capital and firm value. Leadership plays a crucial
role in managing intellectual capital, and the gender of board members influences
policy-making and implementation. Qureshi et al. (2020), found that female
representation on the board positively affects firm value, suggesting that diversity
in leadership enhances organizational outcomes.

H1. There is a difference in the impact of intellectual capital on firm value between
companies led by a male-dominated board of directors and those led by a female-
dominated board of directors.

Business risk is the risk that a company faces when it is unable to cover its
operational costs, and it is influenced by the stability of revenue and expenses.
Companies with greater business risk are more inclined to steer clear of debt
financing than those with lower business risk. The impact of business risk on firm
value may vary depending on whether the company is led by a board of directors
dominated by men or women. Companies with a male-dominated board of directors
may experience greater fluctuations in market value due to riskier decisions.
Conversely, companies led by a female-dominated board of directors may be more
stable in their market value due to a more cautious approach and focus on risk
management. Previous research indicates that business risk significantly affects firm
value, as evidenced by studies conducted by Chairani & Siregar (2021); Septyanto &
Nugrah (2021). The gender of a leader plays a role in managing business risk to the
minimum in order to enhance firm value. Additionally, the presence of women in the
boardroom positively impacts firm value, in line with research by Agyemang-Mintah
& Schadewitz (2019), which states that women contribute significantly to firm value.

H2. There is a difference in the impact of business risk on firm value between
companies led by a male-dominated board of directors and those led by a female-
dominated board of directors.

Institutional ownership pertains to the shares of a company that are held by
institutions or organizations, including insurance companies, banks, investment
firms, and other institutional entities. Institutional ownership pertains to the
percentage of a company's shares that are owned by institutional investors, including
insurance companies, banks, investment firms, and other similar entities. Share
ownership represents a source of power that can influence management decisions
The impact of institutional ownership on firm value may vary depending on whether
the company is led by a board of directors (BoD) dominated by men or women. Under
male-dominated BoD leadership, significant institutional ownership may drive
stricter oversight of management. A board of directors (BoD) dominated by women
may already be more inclined to be cautious and focused on risk management and
long-term decision-making. Based on previous research, institutional ownership
impacts firm value, as evidenced by studies conducted by Asnawi et al. (2019).
Institutional ownership refers to shares of a company held by financial institutions
such as pension funds, insurance companies, investment funds, and other financial
entities. Some research notes differences in managerial styles between male and
temale leaders. Institutional ownership under female leadership is believed to have a
positive impact on firm value. Additionally, Greene et al. (2019), state that female
board representation significantly contributes to increasing firm value.

Hs. There is a difference in the influence of institutional ownership on company
value in companies led by male BODs and companies led by female BODs.
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Figure 2. Framework of Thought.

3. Methods

This study uses a causal-comparative method to explore the relationship between
independent variables, such as intellectual capital, business risk, and institutional
ownership, with the dependent variable, namely firm value. This study also compares
these influencing variables in companies led by male-dominated and female-
dominated boards of directors. The sample consists of 46 companies engaged in the
Property, Real Estate, and Building Construction sectors, listed on the Indonesia
Stock Exchange during the period 2019-2022, resulting in 184 data points. Firm
value uses Tobin's Q which reflects the company's growth potential and investment
opportunities. Tobin's Q is calculated by comparing the market value of equity and
total debt to total assets (Chairani & Siregar, 2021). Intellectual capital is measured
using the Market Value Added Intellectual Coetlicient (MVAIC) consisting of VACA
(Value Added Capital Employed), VAHU (Value Added Human Capital), and STVA
(Structural Capital Value Added) (Ahmed et al.,, 2019). Business risk is measured
using the Basic Earning Power Ratio (BEPR), which is EBIT divided by total assets
(Hartati & Mukhibad, 2019). Institutional ownership is measured by calculating the
percentage of institutional shares to total shares outstanding (Sari & Wulandari,
2021). Data collection was carried out using the purposive sampling method to
ensure its relevance to the research objectives. The analysis was carried out using
multiple linear regression with EViews 17 software to see the effect of independent
variables on company value, as well as to compare companies based on gender
dominance in board direction.

4. Results

The results of descriptive statistical analysis for four main variables: Tobin's Q
(TOBINSQ), Intellectual Capital (VAIC), Business Risk (BEPR), and Institutional
Ownership (KI), generated from 184 observations and processed using EViews
software. Tobin's Q (TOBINSQ) is used as an indicator of company performance,
measuring the ratio of market value to the value of the company's assets. Intellectual
Capital (VAIC) represents the efficiency of the company's intellectual capital
management, which is an important factor in creating added value. Business Risk
(BEPR) describes the level of operational risk of the company in carrying out its
business activities, while Institutional Ownership (KI) shows the percentage of share
ownership by institutions. This descriptive statistical analysis provides information
on the average, minimum, maximum values, and variations between data for each
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variable. This information is important for understanding the characteristics of the
data and seeing how much the data is spread around the average. In addition,
descriptive statistics also help identify whether there are certain tendencies or
outliers in the data that might affect the results of further analysis. Overall, this
analysis is an important first step in understanding the relationship between firm
performance, intellectual capital, business risk, and institutional ownership, and how
these variables contribute to firm performance.

Table 1. Analysis Statistics Descriptive

Variable TOBINSQ VAIC BEPR KI

Mean 1.298967 3.380380 0.035203 55.29777
Median 0.770000 2.385000 0.023215 60.88500
Maximum 16.43000 23.85000 0.370840 97.76000
Minimum 0.300000 -41.02000 -0.257370 5.120000
Std. Dev. 1.946956 7.665492 0.102419 27.18580
Skewness 4.999468 -1.086600 0.427907 -0.438122
Kurtosis $2.03685 10.95266 5.200247 1.963133
Jarque-Bera 7230.564 521.0852 42.73021 13.99529
Probability 0.000000 0.000000 0.000000 0.000914
Sum 2389.0100 621.9900 6.477430 10174.79
Sum Sq. Dev. 693.6865 10758.04 1.919613 185249.4
Observations 184 184 184 184

The descriptive statistics reveal that TOBINSQ has a minimum value of 0.30 and
a maximum of 16.43, with an average of 1.29 and a standard deviation of 1.94. This
indicates high variability in TOBINSQ over the 4-year period, suggesting increased
investment risk, as stock prices often exceed book values, possibly leading to
unfulfilled investor expectations. VAIC shows a minimum of -41.02 and a maximum
of'23.85, with an average of 3.38 and a standard deviation of 7.66, indicating uneven
distribution. Some companies benefit significantly from intellectual capital, while
others do not. BEPR, with a range from -0.26 to 0.37 and an average of 0.35, has a
lower standard deviation of 0.1, reflecting a stable and relatively low-risk business
environment for these companies. Lastly, institutional ownership (KI) ranges from
5.12 to 97.76, with an average of 55.30 and a standard deviation of 27.19. The lower
variation in KI suggests a relatively uniform distribution, enabling institutional
stakeholders to influence company operations more effectively. Subsequently, a
model selection analysis was performed, as detailed in Table 2. This involved using
the Chow test to compare the Fixed Effect Model with the Common Effect Model,
the Hausman test to compare the Fixed Effect Model with the Random Effect Model,
and the LM test to compare the Random Effect Model with the Common Effect
Model. The results indicated that the Chow test favored the Common Effect Model,
the Hausman test preferred the Random Effect Model, and the LM test also chose
the Common Effect Model. Based on these findings, it was concluded that the
Common Effect Model is the most suitable for the data.

Table 2. Model Selection Test

Test Comparison Criteria Results Selected
Chow FEM vs CEM Prob less than 0.005 Prob = 0.2941 CEM
Houseman FEM vs REM Prob less than 0.005 Prob = 0.8707 REM
LM REM vs CEM Prob less than 0.005 Prob = 0.3283 CEM

The Common Effect Model was identified as the best model, and classical
assumption tests were carried out, as presented in Table 2. These tests for the
Common  Effect Model included assessments for  multicollinearity,
heteroskedasticity, and autocorrelation. However, normality testing is not required
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for data using the Common Effect Model, as this model employs Ordinary Least
Squares (OLS) techniques.

Table 3. Assumption Test Classic

Test Criteria Results Selected
Multicollinearity VIF < 10 Range 1.73-2.93 OK
Heteroscedasticity ProbChi2 > 0.050 Prob = 0.0904 OK
Autocorrelation 2 <DW < 4-DU 2 < 2.09 < 2.27 OK

The classical assumption tests begin with the multicollinearity test to evaluate
whether there is a high or perfect correlation between the independent variables in
the regression model (Ghozali & Ratmono, 2017). According to Table 4, this test is
considered passed if the Variance Inflation IFactor (VIF) values are below 10. As
shown in Table 3, the VIF values range from 1.73 to 2.93, indicating that the test is
passed. Following this, the heteroskedasticity test is performed to examine whether
the variance of the variables in the regression model is consistent (Ghozali &
Ratmono, 2017). This test is considered passed if the ProbChi2 value exceeds 0.050,
the data is considered to have passed the heteroskedasticity test. According to Table
3, the ProbChi2 value is 0.09. Additionally, for the autocorrelation test, as shown in
Table 5, the results indicate that 2 < 2.09 < 2.27, which meets the criteria of 2 < DW
< 4-DU. Therefore, the autocorrelation test results indicate that there is no
autocorrelation present.

Table 4. Determination Coefficient

Information Model 1 Model 2 Model 3

N 184 104 80
R-Square 0.4574 0.6792 0.3566
Prob F 0.000000%** 0.000036% 0.000000%**

* Significant 99 per cent, ¥* Significant 100 per cent

The t-test, I'-test, and coefficient of determination are used to test hypotheses
and discuss findings in this research. The Common Effect Model (CEM) is utilized
for model selection testing. Table 6 shows that the first research model has an R-
squared value of 0.4575, indicating that intellectual capital, business risk, and
institutional ownership account for 45.75% of the variability in firm value.
Meanwhile, the second model has an R-squared value of 0.6792, meaning that these
factors can explain 67.92% of the changes in firm value for companies led by a female-
dominated board of directors (BoD). The third model indicates that these factors
account for only 85.66% of the changes in firm value for companies led by a male-
dominated BoD. According to the F-test results, the first model has a significance
value of 0.00000, the second model has a significance value of 0.000036, and the third
model has a significance value of 0.00000. These significance values indicate that all
three models are deemed appropriate and suitable for practical use.

Table 5. Hypothesis Results

Variable Coefficient t-stat prob
Tobins'q -> VAIC 0.0602 0.0074**
Tobins'q -> BEPR 10.9652 0.0000%*
Tobins'q -> KI -0.0113 0.0283**

* Significant 99 per cent, ** Significant 100 per cent
Table 5 shows mark coetlicient influence intellectual capital to mark company of

0.0602. With mark significance of 0.074, this explains that mtellectual capital
influential positive to mark company, then mark coefficient influence risk business
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to mark company of 10.9652. With mark significance of 0.000, this explains that risk
business influential positive to mark company. Meanwhile the value coefficient
influence ownership institutional to mark company of -0.0113. With mark
significance of 0.0283, this explains that ownership institutional influential negative
to mark company.

Table 6. Gender Analysis

Variable Male Female
Coefficient t-stat prob  Coefficient t-stat prob
Tobins'q -> VAIC 0.0049 0.0513 0.0084 0.7456
Tobins'q -> BEPR  9.8165 0.0000 8.6161 0.0089%*
Tobins'q -> KI -0.0057 0.3298 0.0004 0.7222

* Significant 99 per cent, ** Significant 100 per cent

Gender analysis was conducted by dividing the panel data based on the gender of
the board of directors (BoD) in companies to assess their impact. After selecting the
best model using the Common Effect Model (CEM), Table 8 provides the following
insights: A male-dominated BoD has a more significant impact compared to a female-
dominated BoD, while both have a positive effect on business risk in the company,
thus H2 is accepted. Conversely, the analysis also found no significant impact of
intellectual capital and institutional ownership on firm value in companies led by
both male-dominated and female-dominated BoD members. Therefore, H1 and H3
are rejected.

5. Discussion

The results of the hypothesis testing, it was found that there is no significant
difference in the impact of intellectual capital on firm value between companies led
by male-dominated directors and those led by fe male-dominated directors. The
results indicate that an increase in intellectual capital percentage tends to enhance
the firm's value. Since the results do not align with the proposed hypothesis, the
hypothesis is rejected. This situation is due to companies generally having uniform
management policies or approaches, so gender diversity does not have a significant
impact. FFor instance, companies with dominant shareholders often apply the same
policies to all board members, regardless of gender. Therefore, the presence of
women on the board does not directly aftect the firm's value. This finding suggests
that intellectual capital, which includes knowledge, skills, innovation, and
relationships possessed by the company, can provide a competitive advantage that
improves company performance and, ultimately, firm value.

However, when tested for differences, it was found that intellectual capital does
not significantly impact firm value. The difference in leadership between male-
dominated and female-dominated BoDs may be one of the reasons for variations in
how intellectual capital is valued or implemented, thus reducing or nullifying its
direct impact on firm value in a more specific context. In general, female boards of
directors (BoDs) manage Value Added Intellectual Coefficient (VAIC) in a more
strategic and inclusive manner, which can positively impact firm value in the long
term, whereas male BoDs tend to focus more on efficiency and short-term results.
Although observable differences exist, it is important to remember that diversity on
the BoD, whether in terms of gender or other backgrounds, is generally considered
a positive factor that can enhance company performance and value when effectively
implemented. Companies should make more efforts to enhance their human
resources. With diverse skills and abundant employee knowledge, the diftusion of
knowledge, technology, and R&D performance can be improved, which benefits
innovation and competition. Therefore, companies with capable employees can
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continuously generate firm value and sustain themselves in a highly competitive
business world (Putri et al, 2019; Putri Putri & Nazula, 2021).

The results of the second hypothesis test, a significant difterence was found in the
impact of business risk on firm value between companies led by male-dominated
boards of directors (BoDs) and those led by female-dominated BoDs. The probability
value for male-dominated BoDs is more significant than that for female-dominated
BoDs, indicating a significant difference in the impact of the Basic Earning Power
Ratio (BEPR) on Tobin's Q (TOBINSQ), thus the hypothesis is accepted. This
finding suggests that the influence of business risk on firm value is affected by the
leadership style and approach taken by the BoD. Male-dominated BoDs may adopt
a more aggressive approach focused on growth, which could mitigate the perceived
impact of business risk on firm value. Conversely, female-dominated BoDs may be
more cautious and conservative, making business risk more apparent and having a
greater impact on firm value. Companies with male-dominated BoDs show stable
and moderate BEPR, reflecting more cautious risk management. This stability may
be valued by investors and could enhance firm value in the long term. These findings
are consistent with previous studies, such as those by Chen et al. (2019), which
highlight how greater gender diversity on the board of directors affects corporate
decision-making processes. A high BEPR indicates that a company is more efficient
in using its assets to generate operational profits. This can enhance firm value as
investors tend to value companies that can generate higher profits with existing
assets. The market believes that risk management disclosures can serve as relevant
information for predicting future performance and business continuity. Risk
management is crucial for companies to minimize negative impacts and optimize
available opportunities. Septyanto & Nugrah (2021); Saraswathi et al. (2017);
Chairani & Siregar (2021), state that business risk has a positive and significant
impact on firm value.

The results of the third hypothesis test, no significant difference was found in the
impact of institutional ownership on firm value between companies led by male-
dominated boards of directors (BoD) and those led by female-dominated BoDs. The
results indicate that increased institutional ownership actually decreases firm value,
whether the company is led by a male-dominated BoD or a female-dominated BoD.
These findings contradict the proposed hypothesis, leading to the rejection of the
third hypothesis. This situation is due to institutional ownership being represented
by a diverse range of individuals with varying backgrounds, which leads to a lack of
balance or homogeneity in its impact. In this scenario, the influence of gender
becomes less noticeable as the focus shifts to the collective capability of the board
rather than individual characteristics. Additionally, most companies in the real estate
and property sector are owned by large entities, meaning that company’s part of
institutional investors are still led by CEOs connected to the parent companies in
which shares are held.

As a result, institutional investors within these companies often have conflicts of
interest with management or other internal parties, which reduces the independence
of the companies and decreases their value. This suggests that although institutional
ownership overall has a negative impact on firm value, this effect is not significantly
different when analyzed by the gender of the BoD. This indicates that the different
leadership styles and decision-making approaches of male and female BoDs may
mitigate the impact of institutional ownership. These findings align with the
research of Amaliyah & Herwiyanti (2019), which shows that increasing levels of
institutional ownership can lead to a decrease in firm value. This reflects the
ineffectiveness of institutional ownership in monitoring company management,
resulting in lower company control and increased opportunistic behavior by
management. Institutional investors with majority shareholdings are more likely to
side with and collaborate with management to prioritize their personal interests over
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those of minority shareholders. This creates a negative signal for external parties, as
the alliance between institutional investors and management often leads to
suboptimal corporate policies. Such actions can harm company operations, leading
to decreased investor interest, reduced trading volume and stock prices, and
ultimately a decline in firm value.

6. Conclusion

From the analysis and discussion of the hypothesis testing results, it can be
concluded that intellectual capital positively influences firm value, suggesting that
as intellectual capital grows, so does firm value. However, the impact of intellectual
capital on firm value differs between companies led by male versus female Boards of
Directors (BoDs). In both cases, whether led by a male or female BoD, intellectual
capital does not have a significant effect on firm value. Meanwhile, business risk has
a positive effect on firm value, meaning that as business risk increases, firm value
also increases. However, A male-dominated BoD has a more significant impact
compared to a female-dominated BoD, while both have a positive effect on business
risk in the company. Institutional ownership negatively impacts firm value,
indicating that as institutional ownership rises, firm value tends to decline. This
contrasts with the effect of institutional ownership on firm value in companies with
male-dominated or female-dominated Boards of Directors (BoDs), where it is found
that institutional ownership does not significantly influence firm value.
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