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Abstract

Aim: This study aimed to show the impact of intellectual capital disclosures related to information systems (IS) on profitability of Islamic
banks in Jordan for the years (2013-2017).

Background: Accounting information systems spreading widely because of the speed and accuracy of these technologies in the completion
of work. Thus, the study illustrates the impact of intellectual capital disclosures related to information systems (IS) on profitability.
Methodology: To achieve study goals an analytic descriptive process was used depended on published data within annual financial reports
to study society with sample size reached all Islamic banks in Jordan with (one sample T-Test) and (simple linear regression).
Contribution: The study will be useful to under light the importance of intellectual capital disclosures in general and intellectual capital
disclosures related to information systems (IS) and it is impact on profitability.

Findings: The study is revealed that the most important outcome showed there is an impact of intellectual capital disclosure related to
information systems (IS) as structural intellectual capital on profitability of Islamic banks in Jordan.

Recommendations to Practitioners: The study recommended continuing and increase declaration about intellectual capital related to
information systems.

Recommendations to Researchers: The study recommended with necessity of doing extra studies about the same topic in different field(s).
Impact to Society: Society will be recognized the importance of intellectual capital disclosures related to information systems (IS) and it
is impact on profitability.
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1. Introduction

In the light of the knowledge and information systems (IS) economy and the globalization of information age, the focus on information
systems and knowledge means the ability to acquire an important asset which lead to viability, continuity and growth in organizations.
Intellectual capital - perceived as a group of skills and knowledge that the organization has to respond to customer requirements and the
opportunities offered by technology - is the real capital of organizations as it plays the key role in the process of innovation, creativity,
modernization and building competitive advantage that keeps pace with changes in markets (Wen-Ying, 2005).

Because of these continuous changes and the emergence of new challenges, organizations are constantly seeking to develop their operations
through R & D, obtaining patents, building good reputation, reputation and brand by training employees, improving their skills, attracting
distinctive skills and skills, building a network of communication with the external environment and gaining satisfaction and loyalty of
Clients. These endeavors were later regarded as components of intellectual capital (Al-Tall, 2014).

Financial and non-financial accounting disclosure is the most effective means of communicating information to its users to help them make
economic and investment decisions (Jahjouh, 2017), (Orens and Lybaert, 2013) noted that the integrated reporting includes both financial
and non-financial information. These reports reflect the company's strategy, performance, and forecasts as a result of the expansion of non-
financial information, Attention has been paid to the nature of such information, as it provides various assistance to decision makers.
(Csorny, 2013) mentioned that employment in IT industry rose quickly, as many businesses began to invest in computer systems. Between
2001 and 2011, employment in computer systems design and related services increased by 232,300 jobs. Where (Kuralova and Margarisova,
2016) focused on the quality of intellectual capital disclosure such as modern management method under structural capital. This lead to
take into consideration the information systems (IS) as a modern management method and the impact of intellectual capital disclosure
related to information systems (IS) on firm’s market value and profitability within informatic age.
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2. Study questions

The following questions can form the study problem about what is the impact of intellectual capital disclosure related to information
systems (IS) on profitability of Islamic banks in Jordan?
a) What is the level of disclosure of structural intellectual capital related to information systems in the Islamic banks in Jordan?
b) Isthere an impact of the disclosure level of structural intellectual capital related to information systems (IS) on profitability of Islamic
banks in Jordan?

3. Review of literature and theoretical background

3.1. Intellectual capital

Intellectual capital has been defined as: "the difference between the market value and the book value of an enterprise, or those resources
resulting from internal learning and the development of a relationship of value" (Ahmadi, 2011).

3.2. Components of intellectual capital

3.2.1. Human capital

It refers specifically to the capabilities, competencies and expertise of human resources (Moghadam et al, 2013). This corresponds to the
definition of the skills, abilities and accumulated experience of the human element in the organization. It has been defined as individual
contributions by FAO employees to knowledge, ideas, creations, and patents that will increase the value of intangible assets in the organi-
zation (Michele and Hanandi, 2013).

3.2.2. Structural capital

It refers to organizational knowledge, which is reflected in the processes, procedures and systems used in the organization (Moghadam,
2013), and also includes the functions, techniques, policies and organizational structure (Michele and Hanandi, 2013). The basic focus of
human capital is the organization's goals and visions, its organizational concept, its organizational capabilities to meet market requirements,
databases, and the quality and accessibility of technical information systems (Mazlan, 2005).

3.2.3. Customer capital (relational capital)

It refers to the knowledge and efficiency of the organization through networks of relationships with external parties such as customers,
suppliers, partners, industry (Lee & Liew 2012), (Cricelli et al 2011).

This study focusing on structural capital which includes the systems, data bases and technical information systems (IS) used in the organ-
izations, which are using now a days to improve organizational capabilities to meet market requirements.

3.3. Disclosure

The importance of accounting disclosure as one of the key pillars of GAAP and IFRS is recognized as a consistent principle in financial
reporting. These principles and standards call for disclosure of all financial and non-financial information to serve all interested parties.
The disclosure is defined as providing the accounting information contained in the financial statements and announcing them in a timely
manner by following a policy of complete clarity that enables all parties to make appropriate decisions based on this information whether
financial or non-financial, in order to serve the interests of the beneficiaries of the reports and financial statements published (Abu Jarad,
2015). The information provided in the annual reports also helps to give an indication of the company's ability to continue and fulfill its
social responsibilities that are not measured in cash (Latridis, 2011).

In Jordan, as well as the importance of non-financial disclosure, JSC issued a guide for preparing the annual report of public shareholding
companies, through which annual reports contain financial and non-financial information such as general description of the company's
activities, geographical locations, Its organizational structure, its competitive position, the risks to which the company may be exposed, the
significant events that occurred during the financial year, its future plan, amount of audit fees, information on the board of directors and
managers information on the ownership structure (Jordan Securities Commission, 2018), It also applies international standards such as
10SCO principles, corporate governance standards and international auditing standards, as well as monitoring, regulating and developing
the Jordanian capital market in the area of securities disclosure and dealing with the development of the Jordanian economy, encouraging
investment and protecting investors.

3.4. Intellectual capital and creating value

Using new technical information systems considered as one of create value methods for the organizations (Hill & Jones, 2009).

Structural capital is the infrastructure that serves human capital, and is the systems, laws, procedures, programs and techniques that support
the human element to perform its work (Abu Libda, 2008). The role of structural capital is to create value through its ability to improve
the production process through methods and means to serve operational processes, thereby reducing production costs and increasing the
company's profits (Bagash, 2012).

Wide using of information technology consider as one of major intellectual capital factors create value for organizations (al-fadel, 2009)
in banks sector in Gulf area, also (al-Shabani, 2011) considered the higher level of knowledge and technological proficiency, the more
likely it will be to reduce the level of costs which is reflect on organization value.

(Chen et al. 2005) depending on ROE and ROA, mentioned there is a strong relation between structural capital and other intellectual capital
components with firm’s market value parallel with (Day-Yang et al. 2009) study results in Taiwan.

(Mitali and Deepa, 2013) researched the level of intellectual capital for pharmaceutical companies in India and found there is a low level
where there was a difficult in measurement of intellectual capital components.
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Studies of (Uyar and Kilic, 2012) in Turkey and (Qin, 2014) in China revealed there is no relation between voluntary disclosure and firm
share’s market value. But, (Malgharni, 2013) study in Iranian market revealed there is a positive relation between voluntary non-financial
disclosure and investor’s behavior, while (Grewal et al, 2016) study in Europe markets revealed there is a negative impact of non-financial
disclosure on firm’s financial performance.

The determinants of the expansion in disclosure process are related to the nature and characteristics of the company such as the size of the
company, the nature of its activity, the type of management, the structure of the capital, the volume of sales and profitability (Rouf, 2011).
Many studies declared there is a relation between intellectual capital and profitability, such as (Kowalaska, 2015) confirmed a correlation
between the Value-Added Intellectual Capital and profitability indicators, pointing to the growing importance of intellectual capital in
agricultural enterprises, and (Makki, 2008) declared also that Intellectual Capital has efficiency contributes significantly to the firm's prof-
itability.

3.5. Return on assets (ROA)

One of the profitability indicators is that the assets are the main sources of the financial position and contribute to increase the rate of profits
by employing them to achieve profitability and calculated by dividing the net profit for the year ended on the total of assets.

4. Study methodology and society

An analytical descriptive methodology approach adopted in conducting and investigate current study which aims to identify if there is an
impact of Structural intellectual capital disclosures related to information systems (IS) on profitability of Islamic banks in Jordan for the
years (2013-2017), measured by Return on Assets (ROA) for study society, which include Data analysis, measurement and interpretation.
Through that, study aimed to arrive at a precise description of the phenomenon in a comprehensive manner useful in the dissemination of
facts or knowledge and helps to a reasonable future prediction of the phenomenon and provide solutions and proposals to be addressed.
There are four Islamic banks in Jordan, they are public companies and listed in Amman SEC, which formed the society of this study listed
on following (Tablel):

Table 1: Islamic Banks in Jordan

N. Bank Name
Jordan Islamic Bank
Islamic International Arab Bank
Safwa Islamic Bank
Al Rajhi Bank

5. Data analysis

5.1. Disclosures level of structural intellectual capital in Islamic banks in Jordan (2013-2017) related to information
systems (IS)

Table 2: Level of Disclosures for Intellectual Capital Related to Information Systems (IS) within Structural Capital for Islamic Banks in Jordan
% Jordan Islamic Bank Islamic International Arab Bank Safwa Islamic Bank Al Rajhi Bank TOTAL
(IS) Structural capital 81.45 46.33 23.14 46.45 53.12

(Table 2) shows the percentage of disclosure of the structural intellectual capital in Islamic banks in Jordan reached (53.12%). Jordan
Islamic Bank ranked first in terms of disclosure of (IS) intellectual capital components by (81.45%). In addition, Safwa Islamic Bank
ranked last in terms of disclosure of (IS) intellectual capital components by (23.14%).

5.2. Disclosures level of structural intellectual capital related to information systems (IS)

Table 2: Disclosures Level of (IS) Structural Intellectual Capital
Regression coefficient

Dependent Varia- Calculated SigF (o<

R R? - Std Er- Calcu- Sig (a <
ble F 0.05) Independent Variable  f ror lated 0.05)
Profitability 0516 0266 6.109 0.023 gf’) Structured Capi- 4 545 0g56 2,685 0.023

The results of the above table indicate that the effect of the independent variable (the disclosure of (IS) structural capital) on the dependent
variable (profitability of Islamic banks in Jordan) is statistically significant, where the calculated F value is (6.109) and the level of signif-
icance (Sig F = 0.023). (R = 0.516) indicates the positive relationship between the two variables.

In addition, the value of the coefficient of determination was (R? = 0.266), which is indicates that 26.6% of the variance in profitability of
Islamic banks in Jordan can be explained by the difference in the (IS) disclosure of capital with all other variables remaining constant.
The regression coefficient (B = 1.840) indicates the total effect of the disclosure of (IS) structured capital on the profitability of Islamic
banks in Jordan, which is a significant effect, where the value of (t) is (2.431) and the level of significance (Sig = 0.023).

5.3. ROA of Islamic banks in Jordan
Table 3: ROA of Islamic Banks in Jordan for the Years (2013-2017)

Bank Jordan Islamic Bank Islamic International Arab Bank Safwa Islamic Bank Al Rajhi Bank TOTAL
Mean of ROA 1.304 1.242 0.344 0.246 0.784

The average of ROA of Islamic banks in Jordan for the period (2013-2017) reached 0.784. It is important to note that Jordan Islamic Bank
ranked first with an average volume of 1.304, where the Al Rajhi bank ranked last with an average of 0.246.
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6. Conclusions and recommendations

Banks now a days are tending to use information systems (IS), which is considered as one of structural intellectual capital inside these
banks.

Perhaps the Safwa Islamic Bank, which ranked last in terms of disclosure of (IS) intellectual capital components by (23.14%), did not
ranked last with average in ROA. But it is ROA mean is equal to 0.344, with difference of 0.96 from Jordan Islamic Bank” ROA, which
ranked first in terms of disclosure of (IS) intellectual capital components by (81.45%).

Information systems (IS) as one of bank’s property has a value — intellectual value — which can affect to banks’ profitability, that means
banks does investing in information systems (IS), this investment will be reflected on banks’ profitability.

The study recommends, in general, Islamic banks in Jordan to continue to disclose non-financial information and specially information
systems (IS) structural intellectual capital. because they have an impact on raising profitability.

In addition, there is a need to increase investor interest in non-financial disclosure; due to the role of non-financial disclosure to reduce the
uncertainties associated with growth opportunities, in addition to provides additional information on future investment opportunities.
Today’s researchers on corporations and businesses are presenting information technology (IT) as a factor in the creation of business values
in the future and are studying IT and business from the viewpoint of business competitiveness (Lee, 2011).

Thus, for further studies, the study recommends doing extra studies about the same topic in different field(s).
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