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Abstract

Purposes: This study tries to identify the impact of intellectual capital and employee stock option
plans on company productivity. Productivity is measured with The Malmquist Productivity Index
which is intended to measure the efficiency of companies. Measurement of intellectual capital us-
ing Value Added Intellectual Capital determined by human capital efficiency, structural capital ef-
ficiency and capital employed efficieny.

Methods: This research uses a quantitative approach, and data collection is carried out through sec-
ondary data. The research sample was taken from 60 companies with 180 observation data from
the financial industry sector listed on the Indonesia Stock Exchange from 2019 to 2021, during the
Covid-19 pandemic. The multiple regression analysis method is used to examine the relationship
between intellectual capital, employee stock option plans, and company productivity.

Findings: The results imply that human capital, structural capital, capital employ and employee stock
option plans have impact on company productivity. Therefore, a dominant factor affecting company
productivity is human resources. The implementation of share ownership schemes for employees
has not been widely used in businesses that operate in the Indonesian financial industry sector.
Novelty: The advantage of the Malmquist Productivity Index on the financial industry when com-
pared to others is that it does not require assumptions of corporate behavior as applied in the Data
Envelopment Analysis methods such as minimizing costs or maximizing profits. The Malmquist
Productivity Index can specifically assess the productivity of each company unit.This research be-
came very interesting because the productivity measured by the Malmquist Index in the finance
industry was influenced by structural capital and human capital.
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INTRODUCTION

In the current era of globalization, business models are developing very rapidly, due to
the encouragement of technological developments and a dynamic business environment,
so leadership styles play an important role in company development (A. M. Buallay, 2017).
This condition places intellectual capital to be very important because it is the main driver of
knowledge and innovation for business competitiveness. According to practitioners, intellectual
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capital is the key factor influencing employee productivity, which is a function of the success of
the organization (A. Buallay et al., 2021).

The global crisis, fuelled by the COVID-19 pandemic, has had a significant impact on
banking financial performance. The banks have made a lot of efforts in the face of the global
crisis so that the financial performance of the banks can continue to improve. Hopefully, with the
economic recovery continuing, then the financial performance of banks can stabilize again. The
banking work program during the pandemic was 1) People First’s; 2) IT digital and distribution
networks; and 3) Business. To support the national economic recovery, the bank’s financial
institutions have introduced several digital innovations to help entrepreneurial customers
respond to the post-pandemic economic challenges.

This study examines the relationship between intellectual capital, employee stock option
plans, and company productivity. Productivity is a key factor and is a measurement of company
performance. Increased productivity is a key factor that drives company performance in the long
term to ensure business continuity. Productivity depends on measuring management efficiency, in
terms of intellectual capital and employee stock ownership scheme programs. Conceptually, many
employee stock option plans (ESOP) are found in developed countries which are implemented in
the form of stock bonus plans (Ngambi & Oloume, 2013). One of the steps taken by companies
to support increased productivity, especially for human capital, is to provide ESOPs to employees.

ESOP and Management Stock Ownership Plan (MSOP) are programs that provide
opportunities for employees and/or management to be entitled to own several shares in the
company where they work (Rosen et al., 2005). The implementation of ESOP and MSOP in
Indonesia is regulated by the Financial Services Authority (OJK). The plan aims to provide
incentives in the form of equity to increase employees’ sense of belonging. Release from kontan.
id that realization of the MSOP and ESOP corporate partnership programs has been carried out
by PT Bank Rakyat Indonesia Tbk and PT Trimegah Sekuritas which have contributed 35,000
securities accounts from employees.

In the era of global trade, understanding company productivity is a serious concern for
company stakeholders. Company productivity is an important issue and has received a lot of
attention in the field of research related to the global economy. Productivity itself measures the
effectiveness of using the company’s resources to generate revenue. Large companies have higher
productivity because large companies have sufficient and better resources than small companies
(Raihan et al., 2017). This condition makes large companies generate higher income compared to
small companies. Thus, companies with high productivity levels tend to generate higher revenue
than companies with low productivity and then can fulfill their obligations properly.

Investment in excellent short-term and long-term assets is required to increase the
productivity of the company’s business activities. Intellectual capital is an essential factor that can
determine productivity. Measurements related to the productivity of entities in managing inputs
can be done using the Malmquist Productivity Index (MPI) approach. MPI is part of the Data
Envelopment Analysis (DEA) which can be used to see the level of productivity of each business
unit, the changes in the level of efficiency and technology used based on predetermined inputs
and outputs. Therefore, MPI is often used to analyze changes in company performance.

But another important element that might have an impact on productivity is ESOP.
Productivity can rise by four to five percent when the employee stock option plan program is
implemented, proving the ESOP’s advantageous impact on increasing output (Blasi et al., 2016).
Plans for employee stock options are also believed to decrease internal conflict of interest. The
ESOP’s implementation mandates that employees are the company’s owners, therefore employees
will strive to boost productivity through their work.

The ultimate objective of this research was to investigate the impact of employee stock
option plans and intellectual capital on company productivity. This research was carried out in
the scope of the financial industry sector by taking 60 surveyed financial companies as samples
and became the basis for observation of research data collection.
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The theory of resource allocation assumes that companies choose the most economical
method of distributing factors of production and allocate them to various productive activities
to achieve maximum income because resource scarcity is a significant limitation in the business
environment (Li & Cui, 2008). For the company to succeed and excel in business, it will try to
maximize its tangible and intangible assets. As stated (Habib & Dalwai, 2023) those who want
to excel in their business try to optimize the capabilities of their limited resources to achieve
company goals. Intellectual capital is an essential component of the company’s resources for
extracting value from its limited resources. Companies with high intellectual capital are expected
to have better risk and liquidity management systems, so there is less chance of bankruptcy
(Shahdadi et al., 2020).

This research seeks to obtain empirical evidence regarding the influence of intellectual
capital and employee share ownership schemes on company productivity, especially in the
financial sector where listed on the Indonesia Stock Exchange. It is known that the recourse-based
view emphasizes the importance of productive resources, both tangible and intangible assets in
building competitive advantage by shaping company success (Marti et al., 2007; Subramaniam &
Youndst, 2005). Intellectual capital is defined as intangible assets when calculated using the value-
added intellectual capital formula, which includes the value contributed by structural capital,
human capital, and employee capital. Whereas the employee stock option plan is a way to keep
brilliant and devoted workers of a firm, this program has started to spread to many businesses,
and businesses have begun employing it as a tactic to keep employees (Asyik, 2021).

Companies must adapt to the new millennium by becoming more dependent on knowledge,
information, and high levels of competence as a result of globalization (Tiwari et al., 2023).
The business sector requires ready-to-use employees on all fronts, so managing and increasing
knowledge of human resources is very important to increase company revenue. As stated
(Wensley & Evans, 2023) managing and increasing the ability of company employees’ knowledge
resources is very important for the success of the company. The Resource-Based view (RBV) of a
corporation is one of the greatest ways to comprehend the dynamics of intangible resources and
knowledge management. All intangible resources are referred to collectively as intellectual capital
(Edvinsson et al., 1997). According to (Alipour, 2012; Tovstiga & Tulugurova, 2007), intellectual
capital generally refers to human capital (HC), structural capital (CS), and relational capital (RC).

Intellectual capital is made up of intangible resources including knowledge, technical
abilities, professional skills and expertise, customer encounters, information databases,
organizational structures, inventions, values in society, faith, and honesty. The ratio of structured
capital (CS) to value added (VA) serves as a proxy for structural capital efficiency, which is an
indicator of value added structural capital. A measure of how well the capital structure creates
value is the structural capital ratio, which calculates the amount of structural capital required to
generate one rupiah of value added.

Competitive advantage based on Resource Based Theory is something that is inherent in
the company and is difficult for other companies to imitate. Structural capital or organizational
capital is the company’s potential wealth stored in the company’s organization and management
and is a supporting infrastructure of human capital. (Dada & Ghazali, 2016) found a negative
effect between capital structure and company performance. (Olusola et al., 2022) research
findings show that capital structure affects corporate performance favorably. Similarly, (Lu
et al., 2014) discovered that improving operational efficiency is impacted by structural capital
efficiency (SEE). However (Okpe et al., 2022), found that there is no evidence that structural
capital efficiency (SEE) affects business performance.

H;: Structural capital efficiency boosts company productivity.

The three most significant intellectual capital constructs were typically regarded as human
capital, structure capital, and customer capital (Bontis et al., 2018; Shih et al., 2010). The pool of
specialized knowledge possessed by a workforce is referred to as human capital in business. A
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person’s genetic makeup, educational background, life experiences, and attitudes toward both
business and life make up their human capital.

Human capital is defined as an employee’s knowledge, skill, creative ideas, and capacity
to help the business solve challenges and advance its objectives (Edvinsson et al., 1997). This
statement is supported by (Becker et al., 2002) human capital is the productive effort of an
organization’s workforce, so labor is the main element of human capital. Human resources are the
only intangible asset that creates value when an employee uses their skills and competencies to
benefit the business and interact with consumers (Fincham & Roslender, 2003).

According to (Chen & Zhu, 2004), those who complete the discussion of human capital,
human capital serves as the foundation for intellectual capital and is essential to the creation
of value. According to a variety of perspectives on human capital, this refers to the employees’
collective representation of the individual knowledge that exists inside an organization.
Employees’ skills and inventiveness are part of their human capital, which may be enhanced by
increased investment in their training programs. Human capital is defined as the knowledge and
skills of employees that boost a business’s productivity. As a result, human capital is a composite
of genetic makeup, education, life experience, and business-related attitudes (Khairiyansyah &
Vebtasvili, 2018).

A process involves a variety of organizational resources, including knowledge workers,
machinery, energy, and materials (Parham & Heling, 2015). Given that this asset is intangible,
the issue of how much it influences business productivity naturally emerges. Some individuals
frequently overlook human capital as an intangible asset. Although human capital is an important
part of the process of raising firm productivity. Employee productivity will improve as will the
organization’s ability to increase value added. The effectiveness of human capital contributions is
gauged by value added human capital. Value added human capital is defined as the ratio of value
contributed to human capital.

The concept of human capital encompasses everything of an individual’s capacities, talents,
knowledge, and experience as well as their relationships, competencies, capabilities, and values.
The theory of human capital which states that human capital is very important in development
has been proven in many studies. Several studies related to human capital were conducted by
(Parham & Heling, 2015), and (Pangidoan & Nawangsari, 2022) who found that human capital
efficiency has a positive effect on company performance. (Lu et al., 2014) found empirical evidence
that human capital efficiency (HCE) has a positive effect on increasing operating efficiency.
Meanwhile, (Rajan & Zingales, 1995; Tran & Vo, 2020; Welly et al., 2021), their research did not
find the effect of human capital efficiency (HCE) on company performance.

H,: The efficiency of human capital has a beneficial impact on company productivity.

Value added capital employed (VACE) reflects an efficiency indicator of value added capital
which is determined by calculating the ratio of VA to CE. This ratio shows how much added
value the company generates from the total capital with the default value of assets (Onyekwelu &
Ubesie, 2016). This ratio is also an illustration of the calculation of the company’s ability to manage
capital, which serves as a measure of managerial effectiveness concerning profitability and other
performance metrics, compared to other businesses operating in the same industry (Okpe et
al., 2022). Therefore, capital employed is the level of productivity brought about by physical and
financial capital, showing that the higher the value of a company’s capital employed, the more
effectively the management of intellectual capital in the form of buildings, land, equipment, or
even technology that is easily available for purchase and sale in the market.

Capital employed, which is a variable making up intellectual capital, is a company resource
that is needed to boost company productivity. According to (Okpe et al., 2022) the capacity to
generate income is influenced by the amount of money used, so the effective use of capital can
increase the success of the company. Research related to capital employed efficiency (CEE) was
conducted by (Welly et al., 2021), and the results of his research did not find any effect of capital
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employed efficiency on firm performance. Meanwhile, the research results (Okpe et al., 2022)
found empirical evidence of the positive effect of capital-employed efficiency on firm performance.
Likewise, the results of research from (Lu et al., 2014) found that capital employed efficiency
(CEE) has a positive effect on operating efficiency.

H,: The efficiency of capital employed increases company productivity.

One alternative to reduce agency costs is to increase company shares by management, known as an
employee stock option plan. Employee stock option plan is an equity-based employee stock option program
provided by the company, which is an alternative that is expected to reduce agency conflicts. The employee
stock option plan is therefore a benefit provided to executive employees in exchange for their consistent
achievement. This application is a useful tool for focusing on and lowering agency issues and expenses.
Share ownership by executive employees in the employee stock option plan scheme can align the interests
of management with shareholders (Laudya & Handoko, 2019). The employee stock option plan program
is anticipated to improve business performance, which will be reflected in the company’s accounting profit
(Mwenda & Ngollo, 2023).

Employee stock option plans will strengthen the relationship between intellectual capital and
productivity. Based on agency theory, agency costs in the form of employee stock option plans will make
managers and employees act by the interests of the owner, where the owner always expects high productivity
from employees. Employees work with productivity output, which will generate high profitability, so the
value of the shares they will receive will also be high. Since equity-based remuneration implicitly values
resource ownership, it ensures that the company will eventually have competent employees who respect
the concept of ownership when performing corporate duties (Ray, 2016). As a result, the theory claims
that management’s expectations are justified. Research related to employee stock option plans (ESOP) was
conducted by (Ding & Chea, 2021; Ray, 2016; Zhu et al., 2013) which proves that the implementation of
the employee stock option plan (ESOP) program has a positive effect on company productivity. Meanwhile,
(Laudya & Handoko, 2019) in their research did not find the effect of the employee stock option plan on
company performance.

H,: Employee stock option plans improve company productivity.

METHODS

This research was conducted on companies in the financial industry sector in Indonesia from 2019
to 2021 during the pandemic Covid-19. The productivity of the organizations included in this study was
evaluated for this Data Envelopment Analysis (DEA) study utilizing the Malmquist productivity index
approach (Zrelli et al., 2020). The relative efficiency scores of decision-making units are estimated using a
programming technique called data envelopment analysis (Habib & Dalwai, 2023). The data envelopment
analysis technique uses the Malmquist productivity index to estimate the productivity of each business
unit. The distance function, the output distance function for the output-oriented index, and the input
distance function for the input-oriented index are used to generate the Malmquist Productivity Index
(Bayiley, 2022). The distinction between prior research is in the measuring of productivity variables, this
study employs the Malmquist Productivity Index (MPI) as an indicator to quantify company productivity.

Table 1. Sampling

Criterions Sum
Population: The companies in the financial industry sector in Indonesia from 2019 to 92
2021
Criterion of Samples:
1. Financial sector companies not registered successively in the period 2019-2021. (6)
2. Companies that suffered losses in the period 2019-2021 (26)
Total Sample 60
Data of Observation = 60 X 3 years 180
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Table 2. Input and Output for The Calculation of The Malmquist Productivity Index

Finance Input Output
Industry
Banking 1. Interest and sharia expenses, 1. Interest and sharia income.
provision and commission 2. Provision and commissions.
expenses. 3. Premiums and financing.
2. Personnel expenses. 4. Other operating income.
3. General and administrative
expenses, impairment losses, and other
expenses.
Insurance 1. Underwriting expenses. 1. Underwriting income.
2. Provision and commission 2. Provision and comissions
expenses. income.
3. Personnel expenses. 3. Investment income and other
4. Other expenses. income.
Securities 1. Office rent and maintenance 1. Income from securities
expenses. brokerage activities, interest
2. Personal expenses. income and dividends.
3. General administrative expenses, 2. Income from investment
advertising, promotions, and other manager activities, securities
expenses. trading profits.
Financing 1. Interest and financial expenses. 1. Financial Lease income.

2. Personnel expenses.
3. General administrative expenses,

Consumer financing.
2. Other income.

allowance for possible losses, marketing
expenses, and other expenses.

Table 3. Operational Variables

Variables Formula
Productivity. (t+1) . (t+1) (t+]) te (t41)  (t+1) tet ot
MPI = Malmquist PI — D (y X N D (y X N D (y X )
Productivity Index. D t(y t‘ Xt D (t+1)(y (t+1)’x(t+ 1)) D (t+1) (yt’xt)
D=If > 1, productivity increases; If < 1 productivity decreases.
X = input.
y = output.
t = observation period.
Structural Capital Efficiency ~ SCE = SC/VA
(SCE) SC=VA-HC

VA= output - input
Output = total income.
Input = total expenses used to obtain total revenue.

Human Capital Efficiency
(HCE)

VCE = VA/HC
HC = employee expenses include total salaries and wages.

Capital Employed Efficiency
(CEE)

CEE = VA/CE
CE = book value of the company’s total assets

Employee Stock Option
(ESOP)

Dummy.
1 = Companies that implement ESOP.
0 = Companies that do not implement ESOP.
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The sample was determined by financial sector companies that published financial
reports during the condition of pandemic COVID-19 from 2019 to 2021, and these companies
did not experience consecutive losses during the observation period (Table 1). The Malmquist
Productivity Index a proxy for companies’ productivity (Kalai & Helali, 2020; Nishimizu & Page,
1982), is computed using the inputs and outputs listed in Table 2.

The MPI regression equation model is shown in Table 3 (Bayiley, 2022; Krishnasamy et al.,
2004).

MPI;; = o + B4SCEq;; + B2HCEy;, + B3CEE3; + BLESOPy;, + e

MPI = Productivity
(04 = Constant
SCE = Structural Capital Efficiency
HCE = Human Capital Efficiency
CEE = Capital Employed Efficiency
ESOP = Employee Stock Option Plan
B1, B2. B3.B4 = Regression coefficient
= Error
RESULTS AND DISCUSSION

An analysis of the frequency of employee stock option plan (ESOP) implementation can be
seen in Table 4. The table provides information about the number of companies that do and do
not implement ESOP. There are 166 companies or 92.2% of companies that do not implement the
ESOP schemes, while 14 (7.8%) companies do.

Table 5 shows the minimum SCE value of 0.003806 for BBKP issuers. The maximum SCE
is 1.09267 on GSMF issuers. The mean SCE is 0.51376 with a standard deviation of 0.199177. The
smallest HCE is 0.477857 for GSMF issuers, and the largest HCE is 6.73232 for PNIN issuers.
The mean HCE of 180 companies is 2.40978 with a standard deviation of 1.101271. The smallest
CEE is 0.013575 for PNBN issuers with a maximum of 2.24058 for NOBU issuers. The mean CEE
value is 0.22672 with a standard deviation of 0.20313. The smallest productivity (MPI) is 0.93972
at BINA issuers with the largest being 2.385 at APIC. The mean MPI of 180 is 0.99501, while the
standard deviation is 0.96030.

Table 4. Implementation of ESOP

Valid Frequency Percentage
0 (do not implement ESOP) 166 92.2
1 (implement ESOP) 14 7.8
Total 180 100

Table 5. Descriptive Statistics

Variables Minimum Maximum Mean Std. Dev.
SCE 0.003806 1.09267 0.51376 0.199177
HCE 0.477857 6.73232 2.40978 1.101271
ECE 0.013575 2.24058 0.22672 0.203129
ESOP 0.939724 0.091 9.167 0.960301
Valid N (180)

Source: The Processed Secondary Data (2023)
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Table 6. Regression Test

Unstandardized Standardized
Coeflicients Coeflicients
Model B Std.Error Beta t Sig. Results
1 | (Constant) 0.776 0.150 5.165 0.000
SCE 0.085 0.042 0.059 0.201 0.045 Accepted (Hl)
HCE 0.028 0.076 0.248 3.666 0.000 Accepted(Hz)
ECE 0.010 0.023 0.200 0.442 0.065* Accepted (H3)
ESOP 0.036 0.017 0.292 1.714 0.084* Accepted (H4)
‘significance at 10%

Source: The Processed Secondary Data (2023)

The classical assumption test has been performed as a statistical requirement to be
met on a multiple linear regression analysis based on ordinary least squares. Normality tests,
autocorrelation tests, heterocedacity tests, and multicollinearity tests are aimed at obtaining the
correct regression equation model, thus meeting the assumption of The Best Linear Unbiased
Estimator (BLUE). The normality test of the data using the Kolmogorov-Smirnov test showed
that the residual data was distributed normally. The Heteroscedasticity test used the White test
by observing Chi-Square count values smaller than the Chi-Square values of the table, so it could
be concluded that the similarity of the regression model in this study was free of symptoms of
heteroscedastic.

The regression model equation in this research was free of symptoms of multicollinearity
or no correlation between independent variables. This can be seen in the results of the multicollinearity test
that presented tolerance values > 0.1 and VIF values < 10. In this study, the Durbin-Watson test was used
to detect the presence or absence of autocorrelation symptoms. The regression model has confirmed that
there are no positive or negative autocorrelation symptoms.

The direction of the impact of SCE, HCE, CEE, and ESOP factors on firm production was ascertained
using regression analysis. While, the t-test is used to control the level of significance of each of these
factors on business productivity, allowing for the acceptance or rejection of the hypothesis. The Malmquist
Productivity Index (MPI) calculates business productivity.

Table 6 provides the basis for the regression equation, which is as follows:

MPI = 0,776 + 0,085SCE + 0,028HCE + 0,10CEE + 0,036 ESOP + e

The aforementioned regression equation demonstrates that SCE, HCE, CEE, and ESOP
all have a positive effect on companies’ productivity. The Adjusted R-Square, which is equal to
0.065, or 6.5%, as determined by the coefficient of determination, implies that factors besides SCE,
HCE, CEE, and ESOP can also explain productivity. As a result, 93.5% are affected by elements
that were let out of the study model. However, the result of the F test shows a significance of 0.003,
which is less than 0.05. These results demonstrate that the regression model satisfies the goodness
of fit criteria, enabling the t-test.

The results of the t (sig-t) test for value-added structural capital to company productivity
show a significance value of t = 0.045 with a positive coefficient. As a result, the SCE statistical
direction of the relationship is positive and significant, and H1 is accepted. A significant value of
t = 0.000 and a positive coefficient are produced when the impact of value-added human capital
is tested against firm productivity. These results support the acceptability of H2 by demonstrating
that HCE has a positive influence on company productivity. The findings of testing hypothesis 3
(H3), which examines the impact of value-added human capital on firm productivity, indicate
that t = 0.065 is a significant value with a positive coefficient. H3 is accepted. CEE has a beneficial
impact on productivity at a significance level of 10%. Likewise, the results of testing hypothesis 4
(H4) value added stock option produces a significance value of t = 0.084, so that employee stock
options have an effect on company productivity at a significance of 10%, so H4 is accepted.
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Structural capital efficiency boosts company productivity

Testing the hypothesis shows that structural capital has a positive effect on productivity
as evidenced in this study. This condition indicates that better management or investment made
by a company towards structural capital has a significant impact on increasing productivity. The
findings of this study support the results of research conducted by (Pangidoan & Nawangsari,
2022; Puspitasari et al., 2023; Saruultugs et al., 2022). However, the results of the research from
(Mensah Onumah & Tornam Duho, 2019) found a negative effect, while research from (Lu et al.,
2014) found no such effect. A company’s structural capital is adequate and capable of supporting
greater intellectual performance.

The company applies the ability over asset structure (SA) to increase productivity.

The measurement of the largest SCE value in this study was for BBKP issuers. BBKP
profile as an issuer with banking services business. In 2018 BBKP has a service network consisting
of 43 Branch Offices, 175 Sub-Branch Offices, 104 Cash Offices, 23 Payment Points, 439 Outlets
and 8 pick-up services spread across 23 provinces in Indonesia. The measurement of the largest
SCE value in this study was for BBKP issuers. BBKP profile as an issuer with banking services
business. In 2018 BBKP has a service network consisting of 43 Branch Offices, 175 Sub-Branch
Offices, 104 Cash Offices, 23 Payment Points, 439 Outlets and 8 pick-up services spread across 23
provinces in Indonesia. BBKP has 867 Bukopin ATMs connected to more than 30,000 ATMs on
the national network, the Plus network, and International Visas worldwide. This shows that the
company focuses on the use of information technology devices and equipment to provide services
to consumers.

The results of this study are in line with the Resource Based Theory (RBT) which states
that competitive advantage will be achieved if the company’s resources (intellectual capital) are
managed properly. Then, it will create value added that is useful and influences the company’s
performance. Structural capital including the resources owned by companies in this study can
be used to achieve competitive advantage. Structural capital such as infrastructure, networks,
information systems, and technology in financial sector companies tends to be the same. Therefore,
structural capital can contribute to creating added value for companies in the financial industry
sector.

The efficiency of human capital has a beneficial impact on company productivity

The productivity of a company is significantly influenced by value-added human capital.
The greater the HCE, the more productive the company is. The findings of this study demonstrate
that businesses’ increased on investment in human capital has a major influence on raising
productivity. The findings of this study are consistent with those of other studies by (Lu et al.,
2014; Mensah Onumah & Tornam Duho, 2019; Pangidoan & Nawangsari, 2022; Saruultugs et al.,
2022). It contrasts with the research results from (Puspitasari et al., 2023; Tran & Vo, 2020; Welly
etal.,, 2021), which did not detect the impact of HCE on business productivity and efficiency.

The measurement with the largest HCE value in this study is PNIN issuers who run a
general insurance business. A business group with interests in banking, life insurance, general
insurance, financing, and securities includes PNIN as a member. PNIN realizes that human
resource competency development remains an important factor in increasing human resource
productivity. Employee training will be more focused on developing employees who can provide
added value to the company through efficient projects or development programs to carry out
good execution (paninvest.co.id).

The resource-based view theory, which asserts that achievement is made through
developing corporate excellence and strategically owning, supporting, and controlling both
intangible and tangible assets, is also relevant to the findings of this study (Asyik, 2021; Batarliene
etal., 2017; Bontis et al., 2018). While the theory of human capital states that human capital is part
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of intellectual capital which is considered the most important component in creating company
productivity. Humans’ abilities and skills can be improved through education and training,
leading to increased productivity. Companies that pay more attention to employees are proven to
be able to grow more than other companies because it is triggered by increased expertise or skills
and production capabilities of the workforce.

The efficiency of capital employed increases company productivity

Value added employed capital (CEE) has no effect on productivity at a significance of
5% but is significant at a level of 10%. This can be interpreted that the better the company’s
management of employed capital can not always have a significant impact on productivity.
However, there is a tendency to increase company productivity, this indication is shown from the
results of the t-test which yields significance at a level of less than 10%, so that the researcher’s
confidence in determining significance will determine the outcome or decision. These empirical
findings support research from (Jonah Okpe et al., 2022; Puspitasari et al., 2023), but this is not
in line with the results of research by (Lu et al., 2014; Mensah Onumah & Tornam Duho, 2019;
Saruultugs et al., 2022; Welly et al., 2021) those who found empirical evidence of the positive
effect of capital efficiency on efficiency and productivity.

The largest value of capital employed efficiency (CEE) in this study is found in NOBU
issuers engaged in general banking services. However, high CEE measurement results are not
followed by high productivity values as measured using the Malmquist Productivity Index (MPI).
NOBU is an issuer engaged in general banking services and has a focus on the Retail and MSME
segments. NOBU has been a foreign exchange bank since 2014.

According to resource-based theory, a company’s assets, which include human, structural,
and physical capital, may provide a competitive advantage when used effectively. The sample is a
knowledge-based company, so the company will always develop following the pace of knowledge
and technology. This knowledge and technology are intangible assets owned by companies that are
still difficult to measure and report properly in the company’s financial statements. The employed
capital owned by companies in this study can be concluded as not the only of main asset that can
increase productivity.

Employee stock option plans improve company productivity

The employee stock option plan (ESOP) has an impact on increasing productivity at a
significance level of 10%. The data tabulation in this study is only 14 out of 180 observational data
that have an ESOP program, there are 8 ESOP companies, and out of 8, there are 6 companies
that commit to ESOP every year. The research concludes that the implementation of ESOP in the
financial industry in Indonesia is still very minimal. The results of this study are not in line with
the implementation of ESOP at Huawei. ESOP has been proven to increase Huawei’s productivity
in terms of efficiency and company growth (Zhu et al., 2013). These empirical findings are also
inconsistent with research findings from (Ding & Chea, 2021; Ray, 2016) those who found positive
results. However, these findings support research findings from (Laudya & Handoko, 2019).

Differences in the objectives of implementing the ESOP program and the types
of employees who have the opportunity to take part in the ESOP program are obstacles to
implementing the program. Companies in Indonesia set a stock option plan as an ESOP program
whose main purpose of implementation is to increase the company’s capital, not as compensation
to its employees. Unlike the ESOP implemented in the United States which aims to provide
compensation to employees with employee stock ownership plans. The employee stock option
plan implemented in Indonesia allows companies to be free to choose and decide to whom the
company will provide options and how many options will be given to each selected person.
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However, in the aspect of human resources, the implementation of the ESOP program is one of the
programs that can reduce conflicts of interest between principals and management. Companies
can retain employees who have the best performance, so that the form of compensation given to
employees can be adjusted according to their performance results.

CONCLUSIONS

This study examines the effect of structural capital efficiency, human capital efficiency,
capital employed efliciency, and employee stock option plans on productivity as measured by the
Malmquist Productivity Index (MPI) of 60 financial companies in Indonesia. Using quantitative
research methods, the research results found empirical evidence that supports the hypothesis
that structural capital efficiency and human resource efliciency affect increasing the productivity
of financial companies in Indonesia. In addition, another finding in this study is that capital
employed efficiency and employee stock option plans do not affect the productivity of financial
firms at a significance of less than 5%, but have an effect on a significance of less than 10%. These
findings serve as a basis for providing input for managers of financial companies regarding an
objective view of intellectual capital and employee stock options.

Companies must consider the positive relationship between intellectual capital, especially
structural capital efficiency and human capital efficiency, and also pay attention to capital
employed efficiency and employee stock option plans to increase productivity. Although this
research provides information regarding the factors that influence productivity, this research
also has limitations related to the results of the tabulation of data required, so it becomes a
phenomenon finding. The ESOP program in Indonesia for companies in the financial industry
sector in Indonesia is not yet widely applicable. The value of the Adjusted R-Square is extremely
low, so further research is needed to obtain a fit model, by adding the rational variable Value
Added Intellectual Capital (M-VAIC), which is a component of intellectual capital. Future
research is recommended to make observations on productivity, M-VAIC intellectual capital, and
ESOP schemes for the financial industry sector with due regard to special conditions in the post-
pandemic period of COVID-19.
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