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ABSTRACT

Financial statement fraud is the rarest but most detrimental fraud. This type of fraud is growing and becoming more
complicated than before due to technological developments. The massive use of technology increases dependence
on intellectual assets so that these assets are predicted to minimize the potential for financial statement fraud. This
study aims to examine whether intellectual capital negatively affects the probability of financial statement fraud.
105 observations from 30 manufacturing companies listed on the Indonesia Stock Exchange in 2018-2022 were
sampled through purposive sampling techniques. Data was analyzed using descriptive statistics and panel data
analysis processed with Eviews version 12. The results showed that only relational capital had an effect in reducing
the possibility of financial statement fraud while structural capital had no effect. Human capital is known to be able
to increase the possibility of financial statement fraud. This finding contributes to the need to consider intellectual
capital in investigating financial statement fraud.
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INTRODUCTION

Financial statement fraud has been a prevalent issue in business over the past few decades
(Nasir et al., 2019). Recently, major global companies such as KPMG in 2018 and The Kraft Heinz
in 2021 were found to have engaged in financial statement fraud schemes. These scandals indicate
that cases of financial statement fraud are still occurring to this day. Financial statement fraud refers
to intentional and wrongful actions carried out by public companies, through the use of materially
misleading financial statements, which cause losses and harm to investors and creditors (Rezaee
& Riley, 2010). The Association of Certified Fraud Examiners (ACFE) estimates that companies
experience losses due to fraud amounting to 5% of total revenue each year, and financial statement
fraud dominates these losses (ACFE, 2018, 2020, 2022). Financial statement fraud is not limited to
global cases, it is also prevalent in developing countries like Indonesia (Aviantara, 2023; Fitri et al.,

2019; Ikbal et al., 2020). Based on ACFE’s global survey, the manufacturing sector ranks second
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with the most cases of financial statement fraud (ACFE, 2018, 2020, 2022). Several cases occurred
in manufacturing sector in Indonesia such as PT. Timah Tbk in 2018 and PT FKS Food Sejahtera
Tbk in 2019.

The rapid development of technology has contributed to more complicated financial
statement fraud than before (EY, 2018). The prevalence of this phenomenon has resulted in a crisis
of confidence in financial statements and has reduced their reliability (Jaswadi et al., 2022; Rostami
& Rezaei, 2022). In addition, fraud causes loss of productivity, job uncertainty, and a decrease in
trust in the auditing profession and capital markets (Demetriades & Owusu-Agyei, 2022). These
consequences require companies to take various measures to prevent, detect, or reduce financial

statement fraud.

Previous research has examined various variables with high probability to reduce financial
statement fraud. These variables include organizational culture (Lestari, 2017, Wicaksono &
Urumsah, 2017), corporate governance (Nasir et al., 2018; Nasir & Hashim, 2020; Rostami &
Rezaei, 2022), earning management (Nasir et al., 2018), gender diversity (J. hui Luo et al., 2020;
Wahyuningtyas & Aisyaturrahmi, 2021; Wang et al., 2022), ineffective monitoring, pressure,
opportunity, and rationalization (Demetriades & Owusu-Agyei, 2022; Fitri et al., 2019; Owusu et al.,
2021). Despite the many references that have examined the factors influencing financial statement

fraud, there is still relatively little research that investigates the impact of intellectual capital.

The use of technology in the era of globalization has taken over many labor-based jobs.
The implication of this change is that intangible assets are more valuable than tangible assets.
Intangible assets in a company are also known as Intellectual Capital (IC). Based on literature
in various disciplines, there are various definitions that are considered as intellectual capital
with different terms. Although there are various definitions in previous research, most of these
definitions state that intellectual capital is a non-monetary asset without physical form but has
value or can provide benefits in the future (Choong, 2008). Specific definitions using the term
intellectual capital state that intellectual capital is an intangible asset that cannot stand alone, so
it cannot be valued separately from other assets. Intellectual capital is also the result of utilizing
various intellectual, human capital, and organizational resources (Choong, 2008; Mouritsen et al.,
2004; Rastogi, 2003). Castro et al. (2021) define intellectual capital as something that is hidden,
has unique and implicit characteristics, not only in the structure of all assets but also in the
organizational culture or corporate strategy. IC plays an important role in achieving company
goals, improving organizational performance, and generating competitive advantages (Li et al.,
2021; Lotfi et al., 2021; Olarewaju & Msomi, 2021; Salehi et al., 2022). This role explains that high IC
will help companies achieve their targets, thereby reducing the possibility of financial statements

being manipulated.
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IC is divided into three main components: Human Capital (HC), Structural Capital (SC),
and Relational Capital (RC) (Bontis, 2001). HC includes knowledge, skills, technical abilities, and
personal qualities such as talent, attitude, energy, intelligence, commitment, learning ability,
creativity, imagination, collaboration, team participation, and focus on achieving the company’s
goals (Akhter et al., 2022). SC includes all non-human resources of a company such as databases,
strategies, organizational structure, and everything that is worth more than its material value (Bontis
et al., 2000). RC represents the potential of a company that includes knowledge embedded in its
relationships with stakeholders such as good relationships with customers, reputation, and brand
(Bontis, 1998).

Information related to IC in financial statements is still implicit because it is difficult to measure
this asset and there is no specific standard references that regulate it, so the measurement and reporting
are still voluntary. The International Financial Reporting Standards (IFRS) do not define the concept,
principles, and methods of measuring intellectual capital assets (Zéghal & Maaloul, 2010). Although
it is voluntary, companies in developed countries have started to measure and report IC. This is
based on the awareness of the importance of IC in the process of creating company value, so it needs
to be reported (Wegqar et al., 2020). Conversely, IC in developing countries such as Indonesia is still in

the growth phase, so it is not widely measured and reported (Smriti & Das, 2018).

The VAIC™ model is one of the IC measurements that is widely used by academics and
practitioners (Xu & Liu, 2020). The VAIC™ model measures the efficiency resulting from a company’s
investment in IC. This study replaces the VAIC™ model with costs as a measure of IC. This is because
the awareness of IC in Indonesian companies is still low (Nurcholisah & Yadiati, 2017). In addition,
IC in Indonesian companies is still in the development stage, so the value added produced is not yet
significant. Therefore, measuring a company’s investment in IC through costs incurred is considered

more capable of describing a company’s IC.

This study refers to the research conducted by Lotfi et al. (2021) who investigated the influence
of IC components on financial statement fraud of companies listed on the Tehran Stock Exchange.
Lotfi et al. (2021) claimed that their study falls into the first category to examine this influence. So
far, there have been no studies linking intellectual capital to financial statement fraud in Indonesia.
Therefore, this research can also be categorized as the first study to examine this topic in Indonesia. A
modification was made by replacing VAIC™ as an IC measurement. IC measurement in this study is
adopted from several previous studies that used cost as an indicator of intellectual capital investment.

This study contributes to the need to consider IC in investigating financial statement fraud.

Human Capital Has A Negative Effect on The Indication of Financial Statement Fraud

Financial statement fraud hinders a company in achieving its goals. Based on the fraud
triangle theory, opportunity, rationalization, and pressure are the three components that drive
fraud (Singleton & Singleton, 2010). HC is related to these three components of fraud. Fraud
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triangle theory explains that opportunity is generally accompanied by an individual’s ability to see
the presence of this factor, to do the fraud, and to conceal their action. In addition, rationalization is
also a factor that is heavily influenced by the quality of the individual. Rationalization involves the
moral values held by the individual. Individuals justify their fraudulent behavior by rationalizing
it through various reasons. Zheng et al. (2014) finds that the values held by internal company
employees reduce their tendency to engage in fraudulent activities. So, even if individuals feel that
there is an opportunity, they are capable of committing and concealing fraud, but the moral values
they hold will decrease their tendency to engage in fraud. Opportunity and rationalization are less
likely to occur if the employees recruited by the company have good abilities and qualities. This is
consistent with the finding of Lotfi et al. (2021), which suggests that companies with high human
capital will hire highly experienced and educated individuals, thus preventing the emergence of

opportunity and rationalization factors.

Pressure is generally associated with financial aspects such as company targets. Previous
research has shown that human capital increases the value of the company (Ni et al., 2020), company
performance (Bataineh et al., 2022; Ur Rehman et al., 2022), and financial performance (Castro et
al., 2021). The human capital possessed by the company will reduce the pressure factor because
the company’s targets and stakeholder expectations can be achieved. Based on this, human capital
is predicted to reduce the tendency of the company to commit financial fraud. To examine this
prediction, the following hypothesis will be analyzed:

H,: Human capital has a negative effect on the indication of financial statement fraud.

Structural Capital Has A Negative Effect on Indication of Financial Statement Fraud

The knowledge-based economy views intangible assets, particularly knowledge, as the main
asset in this era of globalization. This asset is embedded in every individual in the company. Bontis
(1998) suggests that even if every individual in the company has a high level of intellectual capacity,
if they are not supported by a good structure, process, and system, their contribution will not be
maximized. The fraud triangle theory also explains that one of the factors that influence individuals
to commit fraud is opportunity. SC is related to opportunity. Weak corporate governance and
control systems are part of the structural capital that encourages the presence of opportunity

factors.

Structural capital is the main component that provides greater benefits to companies.
Structural capital will support the company to create good planning and effective control systems
(Lotfi et al., 2021; Nuryaman et al., 2019). According to Jardon & Martinez-Cobas (2021), structural
capital also includes intellectual property (patents, licenses, trademarks), the technology owned by
the company, organizational systems, and the company’s culture. These components are predicted
to reduce the likelihood of financial statement fraud from the opportunity side because high
structural capital will close loopholes for fraud. Singleton & Singleton (2010) in their book explain
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that the company environment can be a step to prevent fraud, such as governance structure,
procedures, and rules. Based on this, the higher the structural capital owned by the company,
the lower the tendency for the company to commit financial statement fraud. To examine this
prediction, the following hypothesis will be analyzed:

H,: Structural capital has a negative effect on indication of financial statement fraud.

Relational Capital Has A Negative Effect on The Indication of Financial Statement Fraud

Stakeholders are important parties needed by a company. The significant influence of
stakeholders on a company makes it necessary for the company to build and maintain good
relationships with them. The good relationship between a company and its stakeholders is
known as relational capital. Relational capital is simply defined as all intellectual capital related
to the external relationships of a company, such as relationships with customers (Sa Anchez et al.,
2000). Relational capital arises from investment in building trust and goodwill through previous

interactions, providing access to valuable resources for the company.

Relational capital encompasses the human and structural capital components that are part
of a company’s relationship with its stakeholders (Martini et al., 2016). The strong relationships
that are built and become part of the relational capital are also related to the human capital of the
company. Rationalization, as one of the factors of fraud according to the fraud triangle theory,
depends on the morals and personal characteristics of individuals. Relational capital held by the
company will decrease the intention of individuals to commit financial statement fraud. This is
because such action will damage the company’s reputation and long-standing relationships with
stakeholders. Therefore, the higher the relational capital that the company has, the lower the
tendency for financial statement fraud is predicted to be. To test this prediction, the following
hypothesis will be analyzed:

H.: Relational capital has a negative effect on the indication of financial statement fraud

DATA, METHODS, AND ANALYSIS

This is a quantitative causal study aimed at testing the influence of human capital (HC),
structural capital (SC), and relational capital (RC) variables on financial statement fraud of
manufacturing companies listed in Indonesia Stock Exchange for 2018-2022. This study excludes
financial statement of manufacturing companies that do not meet the components of research
measurement. Based on the purposive sampling, 30 companies in 5 years observation were
analyzed. The data used in the study are secondary data collected through Bloomberg, the official

website of the Indonesia Stock Exchange (IDX) and the official website of each sample company.

The dependent variable in this study is financial statement fraud. Beneish M-Score is used

to measure financial statement fraud. This formula is based on Beneish evaluation on sample
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companies’ financial statement that had engaged in earnings manipulation (Zack, 2013). This
measurement is also used by Demetriades & Owusu-Agyei (2022), Lotfi et al. (2021), Rostami &
Rezaei (2022), dan Salehi et al. (2022). Companies that are suspected of fraud with M-Score value
>-2.22 will be given a value of 1 and 0 if not. To determine the score to be assigned, the M-score is

measured using 8 measurement indices.

Table 1. Beneish M-Score Index

Measurement Index Formula

Days’ Sales in Receivable

Index (DSRI) DSRI = CY Receivables/CY Sales
PY Receivables/PY Sales
Gross Margin Index (GMI) GMI = (PY Sales—PY Cost of Goods Sold)/PY Sales
(CY Sales—CY Cost of Goods Sold)/CY Sales
Asset Quality Index (AQI) AQI = (CY Total Assets —CY Current Assets—CY PP&E)/CY Total Assets
(PY Total Assets — PY Current Assets—PY PP&E)/PY Total Assets
Sales Growth Index (SGI) sGl = CY Sales
PY Sales
Depreciation Index (DEPI) DEDPI = PY Depreciation/(PY Depreciation+PY PP&E)

T cy Depreciation/(CY Depreciation+PY PP&E)
Sales, General, and Administrative

Expense SGA] = CY SG&A Expense/CY Sales
Index (SGAI) PY SG&A Expense/PY Sales
Leverage Index (LVGI) LVGI = (CY LTD+ CY Current Liabilities)/CY Total Assets

(PY LTD+ PY Current Liabilities)/PY Total Assets
Total Accruals to Total AWorking Capital— ACash— Alncome Taxes Payable—
Assets (TATA) TATA = CY Depreciation and Amortization

CY Total Assets
M = -4,84 + (0,920 x DSRI) + (0,528 x GMI) + (0,404 x AQI) +

M-Score (0,892 x SGI) + (0,115 x DEPI) - (0,172 x SGAI) + (4,679 x

TATA) - (0,327 x LVGI)

Source: Zack, 2013.

The independent variables used in this study include the components of intellectual capital,
namely human capital, structural capital, and relational capital. Human capital is measured using
personnel costs Bontis & Fitz-enz (2002) dan Jardon & Martinez-Cobas (2021). This indicator covers
the quality and quantity of human capital in the company as a whole, regardless of the contribution
of each individual (Jardon & Martinez-Cobas, 2021). Structural capital is measured using R&D costs
(Andrikopoulos, 2005; Jardon & Martinez-Cobas, 2021; Sydler et al., 2014; Vishnu & Gupta, 2014).
R&D costs are used on the assumption that companies that invest in R&D have a structure that
shows innovation and the use of technology and indicates future profitability (Ballester et al., 2003).

Advertising costs are used to measure RC (Jardon & Martinez-Cobas, 2021; Nazari & Herremans,
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2007). The use of advertising costs as an indicator of Relational capital measurement shows that the
company strives to increase its sales, thereby improving its relationship with stakeholders (Nazari
& Herremans, 2007; Vishnu & Gupta, 2014). This research uses profitability and liquidity as control
variables. Profitability in this study is measured using return on assets (ROA) and liquidity is
measured using the current ratio. The data will then be analyzed using descriptive statistic and

panel data analysis with the help of data processing software, namely Eviews version 12.

RESULTS AND DISCUSSION
Descriptive Statistic

The indication of financial statement fraud is measured using the Beneish M-Score with
8 measurement indices. Out of 105 samples, 26 are indicated to have committed fraud in their

financial statements. Table 2 shows the distribution of samples indicated to have committed

financial statement fraud.

Table 2. Sample Distribution

Financial Statement Fraud

Manufacturing Indicated No Indication
Companies

105 26 79

Source: Processed Data, 2023

The human capital (HC) variable, measured using personnel costs, has a minimum value
of 5.340 and a maximum value of 6510. The average value is 802.169. This result indicates that
on average, the sample companies spend Rp802.169 billion to improve their human capital. The
structural capital (SC) variable, measured using R&D costs. Table 3 shows that this variable has
a minimum value of 0.001 and a maximum value of 2020. The average value is 90.842. This value
indicates that on average, the sample companies spend Rp90.842 billion to improve their structural
capital. The relational capital (RC) variable is measured using advertising costs. Table 3 shows that
this variable has a minimum value of 0.193 and a maximum value of 12836. The average value is
341.957. This value indicates that on average, the sample companies spend Rp341.957 billion to

improve their relational capital.

Profitability and liquidity are control variables in this study. Profitability (Prof), measured
using return on assets (ROA), has a minimum value of -0.191 and a maximum value of 0.621.
The average profitability value of the sample is 0.076. This value indicates that, on average, the
sampled companies have the ability to generate a profit of 7.6%. Liquidity (Liq) is measured using
the current ratio. The minimum value among the sampled companies is 0.150, while the maximum
value is 10.480. The average liquidity value is 2.344. This value indicates that, on average, the

sampled companies have the ability to pay their short-term debts at a rate of 234.4%. The standard
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deviation of financial statement fraud, human capital, structural capital, relational capital, and
profitability indicates values larger than the average. This indicates that the data distribution of
each variable is quite diverse. However, for the liquidity variable, the value is smaller than the

average, suggesting that the data is less varied.

Table 3. Descriptive Statistic

Variable Min Max Mean Std. Dev.
HC 5.340 6510 802.169 1229.267
sC 0.001 2020 90.842 364.823
RC 0.193 12836 341.957 1307.319
Prof -0.191 0.621 0.076 0.128

Liq 0.150 10.480 2.344 1.967

Source: Eviews 12 (data processed), 2023

Preliminary Test

Panel data regression consists of three models, namely Ordinary Least Square Model or
Common Effect Model (CEM), Fixed Effect Model (FEM), and Random Effect Model (REM). To
determine the best regression model, several tests need to be carried out. The first test carried out
is the Chow test to compare the common effect model and the fixed effect model. If the cross-section
chi-square probability value is < 0.05 then the fixed effect model is the best model. Table 4 shows
that the cross-section chi-square probability value is 0.000 < 0.005 which indicates that the fixed

effect model is the best model.

Table 4. Chow Test

Effects Test Statistic Prob.
Cross-section F 2.5012 0.0009
Cross-section Chi-square 74.6662 0.0000

Source: Eviews 12 (data processed), 2023

After determining the fixed effect model as the best model, this model needs to be compared
again with the random effect model through the Hausman test. The decision is made by looking
at the value of the random cross-section probability. If the value is > 0.05 then the random effect
model is the best model. If the random effect model is selected, then this model will be compared
with the common effect model through the Lagrange Multiplier test. Based on table 5, the value of
cross-section random probability is 0.0113 < 0.05 then fixed effect model is the best model so it
doesn’t need to be continued to Lagrange Multiplier test.

Table 5. Hausman Test

Test Summary Chi-Sq. Statistic Prob.

Cross-section random 14.7981 0.0113
Source: Eviews 12 (data processed), 2023
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Classical Regression Assumption Test

The next test conducted after selecting the model is the classical assumption test in the form
of normality test, multicollinearity test, and heteroscedasticity test. The test results show the results
of the normality test with a probability of 0.128 > 0.05. This value indicates that the data is normally
distributed.

Heteroscedasticity test is performed to see if there is a difference in variance or residuals
from one observation to another in the regression model. The heteroscedasticity problem occurs
when the probability value of this test < 0.05. The results of the data analysis show the probability
values for HC, SC, RC, Prof, and Liq in sequence are 0.949, 0.955, 0.944, 0.219, 0.267. All of these
probability values indicate numbers > 0.05 so it is concluded that there is no heteroscedasticity

problem in the regression model.

Multicollinearity test aims to test whether there is a high or perfect correlation between
independent variables in a regression model. If the correlation between independent variables is
high or perfect, then the regression coefficient value cannot be estimated accurately so this needs
to be detected. Multicollinearity occurs when the correlation between two independent variables
> 0.80. Table 6 shows that there are no serious problems related to multicollinearity because the

correlation between variables is < 0.80.

Table 6. Multicolinearity Test

HC SC RC Prof Liq
HC 1 0.2325 0.2027 0.1733 -0.1150
SC 0.2325 1 -0.0514 0.4771 -0.2863
RC 0.2027 -0.0514 1 -0.0005 -0.0346
Prof 0.1733 0.4771 -0.0005 1 0.0154
Liq -0.1150 -0.2863 -0.0346 0.0154 1

Source: Eviews 12 (data processed), 2023

Panel Data Analysis

After classical assumption test, the testing was continued with hypothesis testing for the
fixed effect model. Table 7 shows the coefficient values and probabilities for each variable along
with R-squared and F values. The hypothesis is accepted if the probability value is < 0.05 and the
coefficient is negative. Based on the results of the hypothesis test, only the third hypothesis (H3)
was accepted. Statistically, the relational capital (RC) variable is known to have a negative effect on
indications of financial statement fraud. The human capital (HC) variable has a probability value <
0.05 which indicates that there is an effect but has a positive coefficient value so H1 is rejected. The
structural capital (SC) variable has a probability value > 0.05 so H2 also rejected. Control variables
in the form of profitability (Prof) and liquidity (Liq) have probability values < 0.05 and positive
coefficients. This value indicates that the higher the profitability and liquidity of the company, the

higher the likelihood of financial statement fraud.
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The R-squared value indicates how much the independent variable can affect the dependent
variable. Table 7 shows an R-squared value of 0.5818. This value explains that the independent
variables in this study have an influence of 58.18% on the dependent variable. The Prob(F-statistic)
value < 0.05 indicates that the regression model fits the data. Table 5 shows a Prob(F-statistic) value
of 0.0001 < 0.05 so the regression model fits the data.

Table 7. Panel Data Analysis Results

Variable Coefficient Prob. Note

HC 0.0004 0.0271 Reject H,
sC -0.0002 0.7449 Reject H,
RC -0.0000012 0.0342 Accept H,
Prof 1.1360 0.0095

Liq 0.3430 0.0078

Constant -0.3303

R-Squared 0.5818

Prob(F-Statistic) 0.0001

Source: Eviews 12 (data processed), 2023

Human capital has a negative effect on indication of financial statement fraud

The first hypothesis states that human capital has a negative effect on the indication of
financial statement fraud. Based on the data analysis results, this hypothesis is rejected. Human
capital is known to have a positive effect on the likelihood of financial statement fraud. This result
explains that the higher the human capital of a company, the greater the likelihood of financial
statement fraud. This result is not in line with research conducted by Lotfi et al. (2021). High human
capital indicates high individual capability. Based on the fraud triangle theory, opportunity always
goes hand in hand with capability. This factor is suspected to trigger companies with high human
capital to act dishonestly.

Another reason that is suspected drive the positive influence of human capital on financial
statement fraud is that companies give too much burden and pressure to their human resources.
Companies assess them as highly capable to handle the burden. This leads a negative impact to
the company. This is supported by research conducted by Chan (2009) and Shiu (2006) which
shows that the higher the human resources, the lower the company’s performance. To overcome
declining company performance, individuals choose to commit financial statement fraud. High
moral values in high human capital are suspected to be unable to maintain individual tendencies
to behave dishonestly as stated by Zheng et al. (2014).

Structural Capital Has A Negative Effect on Indication of Financial Statement Fraud

The second hypothesis is that structural capital has a negative effect on the indication of

financial statement fraud. Based on the analysis results, this hypothesis is also rejected. It was
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found that structural capital does not have an influence on the indication of financial statement
fraud. According to Chen et al., (2005) and Clarke et al. (2011), structural capital takes a longer
time to have an impact on company performance. Structural capital, such as new systems, may
experience operational issues initially but will gradually decrease over time (Clarke et al., 2011).
This is believed to have affected the results of this study, indicating that the variable of structural
capital also does not show an influence on the indication of financial statement fraud due to its
time-lag issues. Another possible reason for these results is that Indonesia is still a developing
country so non-human assets in companies have not yet become the main focus. This statement is
supported by the company’s structural capital value in table 2 which is the smallest value compared

to other components.

Relational Capital Has A Negative Effect on Indication of Financial Statement Fraud

The third hypothesis is that relational capital has a negative effect on the indication of
financial statement fraud. Based on the data analysis results, this hypothesis is accepted. The data
analysis results show that the higher the relational capital of a company, the smaller the likelihood
of financial statement fraud. High relational capital indicates a strong relationship between the
company and stakeholders. This relationship allows companies to gain a good reputation and

important resources to achieve competitive advantage (X. Luo et al., 2004).

Relational capital is closely related to human capital. The results of this research indicate
that a high level of human capital increases the likelihood of financial statement fraud occurring.
Conversely, a high level of relational capital in a company reduces the likelihood of this fraud
occurring. In other words, the relationships established by the company are capable of decreasing
individuals” intent to engage in financial statement fraud. According to the fraud triangle theory,
this statement can be explained by the fraud factor, which is rationalization. Rationalization
involves the moral values held by individuals. The research findings of Zheng et al. (2014), stated
that individual moral values can reduce their tendency to engage in fraudulent behavior. The
longstanding good relationship established with stakeholders can make individuals reconsider
their intent to act dishonestly. This can occur when individuals possess strong moral values that
can diminish the presence of the rationalization factor. This result is in line with research conducted
by (Lotfi et al., 2021) which shows that high relational capital can reduce the tendency to commit

financial statement fraud.

CONCLUSION AND SUGGESTIONS

This study aims to examine the influence of human capital, structural capital, and relational
capital on indications of financial statement fraud in manufacturing companies in Indonesia. Only
relational capital has an influence on reducing the indication of financial statement fraud, while

human and structural capital do not. These findings contribute to the literature on intellectual
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capital and financial statement fraud, indicating that intellectual capital, particularly relational
capital, can reduce financial statement fraud. For manufacturing companies, efforts are needed
to optimize human resources to minimize the tendency of individuals to engage in fraudulent
behavior. Additionally, companies can increase their investment in structural and relational capital
to benefit the company, concerning financial statement fraud in particular. For stakeholders,
information about a company’s intellectual capital can be used as a consideration in decision-

making related to potential business partnerships.

The limitations of this research include the use of proxies and previous studies on the same
topic. The use of research and development costs as a proxy for measuring structural capital may
not fully represent all manufacturing companies listed on the Indonesia Stock Exchange. Only a
small number of companies report their expenses related to research and development investments
separately from other expenses. Therefore, future research is expected to use more comprehensive
proxies to reach a larger number of companies. There is also limited research examining the ability
of intellectual capital to reduce the indication of financial statement fraud in Indonesia. Therefore,
in addition to considering different measurements, future research should explore other sectors

of companies listed on the Indonesia Stock Exchange to expand the findings of this research topic.
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