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ABSTRACT  

 

Intellectual capital disclosure is a way to report the nature of the intangible value that is owned by the company. Intellectual 

capital disclosure is valuable information for stakeholders. The purpose of the research to get empirical evidence about the 

effect of firm size, ownership concentration, leverage, profitability, types of auditors, level of intellectual capital and listing age 

on intellectual capital disclosure. This research used 76 listed manufacturing companies listed in Indonesia Stock Exchange, and 

data were selected by purposive sampling method, during 2011 until 2014. Data were analyzed using multiple regression 

method. The results of the research show that firm size, profitability and level of intellectual capital had significant and positive 

influence on intellectual capital disclosure. The results of the research also show that ownership concentration, leverage and 

listing age had significant and negative influence on intellectual capital disclosure. While types of auditor had no influence on 

intellectual capital disclosure. Company pay attention to intellectual capital disclosure. Investor attention to non-financial 

performance as intellectual capital disclosure to see the sustainability of the company. 
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INTRODUCTION 

 

The existence of global trends in terms of demand for non-financial information more useful and comprehensive view of the 

company's operations (Taliyang & Jusop, 2011), the management company is required to be active in ensuring that information 

about the company to select, manage, use and disclose the resources intellectual capital they have and are used efficiently and 

voluntarily report them to maintain their competitive edge. 

 

The companies tend to not give more attention to the attributes described in intellectual capital. In fact, these attributes are 

elements of the company's intellectual capital builder. The lack of information about intellectual capital and the lack of studies on 

intellectual capital in Indonesia, making the company's attention to the intellectual capital is still lacking. Changes in the business 

environment give a lot of influence in corporate financial reporting, especially in terms of presentation and valuation of 

intangible assets (Sawarjuwono & Kadir, 2003). 

 

Disclosure of intellectual capital is valuable information for investors, because it can help reduce uncertainty for investors in the 

future prospects of the company and facilitate investors in evaluating the company (Bukh, 2003). Therefore, the company's 

inability to contain relevant information on intellectual capital can lead to a decrease in the company's financial position and lose 

the long-term competitiveness of the company (Brugen et al., 2009). 

 

Intellectual capital disclosure is a way to report the nature of the intangible value that is owned by the company. Additionally 

intellectual capital is also useful to bridge the information gap arising between the managers and owners of the company 

(Artinah, 2013). The financial information to be relevant if it can confirm or change investors' expectations about the value of 

shares or the value of the company. It is generally relied upon by market stakeholders in decision-making (Ibikunle et al., 2013). 

Thus, the management company is required to always provide the best possible information in order to attract investors and 

stakeholders. The purpose of the study to get empirical evidence of the positive effect of firm size, profitability, auditor type, and 

level of intellectual capital on the intellectual capital disclosure; the negative effect of the concentration of ownership, leverage, 

and listing age on the intellectual capital disclosure. 

Stakeholders Theory 

 

The management company will be able to carry out all its activities based on the wishes and interests of their stakeholders and 

reporting to stakeholders (Purnomosidhi, 2006). It is necessary for all stakeholders have the right to obtain information on how 

the organization's activities have been effectively executed according to the expectations of the stakeholders, however 

stakeholders may choose not to use that information, and they also can not directly play a role in the business continuity of the 

company (Neysi et al., 2012). Stakeholder theory illustrates that the company is required to the maximum extent possible 

mensejahterahkan stakeholders. Stakeholders are here not only shareholders but stakeholders group may include employees of 

customers, suppliers, creditors, owners, and anyone who has economic interests directly with companies (Gitman & Zutter, 

2013). 

 

Signaling Theory 

 

Signaling theory refers to two common assumptions (Taliyang et al., 2014). First, managers have better information and more 

about the company's position compared to shareholders or the public. Second, given that the manager has the advantages of 

information, they can choose to disclose information in an effort to provide a signal to the public about the company's position. 
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Through these two assumptions, to attract new stakeholders, companies will tend to express the resources owned by the company 

or everything that belongs to the company that makes the company different from other companies. 

Managers need to disclose important information that he considered very interested stakeholders, including investors. 

This would make the manager voluntarily provide information to investors owned investor expectations can provide a good news 

is interpreted in the decisions they make (Godfrey et al., 2010). The Company expects that the intellectual capital disclosure can 

give a good signal to the user. Users can see the competitive advantage of being owned company that is not owned by other 

companies and can assess the effectiveness of their performance in managing its resources. 

 

Agency Theory 

 

The theory arises when the company is seen as a set of contracts. The Company has a contract directly to employees, suppliers, 

consumers, investors, governments, and other related parties (Godfrey et al., 2010). Agency theory shows that the accounting 

techniques are necessary to minimize the cost of the contract will often differ from situation to situation. Moreover, the political 

costs and the different regulations affecting every company in an effort to minimize all of their costs. Agency theory describes 

the relationship between voluntary disclosure behavior as part of corporate governance to reduce agency problems arising from 

the separation of ownership and management (Taliyang & Jusop, 2011). This makes managers must act in accordance with the 

expectations of the investors in order to reduce conflicts of agency and information asymmetry included in a voluntary disclosure 

of information that is widely known by the manager. 

 

Firm Size and Intellectual Capital Disclosure 

 

Bonding cost is expected to increase with increasing firm size (Kateb, 2014). This is due to the difficult and costly control or 

monitoring firms (Jensen & Meckling, 1976). It certainly needs to be considered firm, because big companies will usually attract 

the attention of stakeholders (Dewi et al., 2014). Big company is considered to have more resources, so that the management 

company is expected to reveal more information related to the resources used for corporate activities (Ousama et al., 2012). In 

addition, the presence of intellectual capital disclosure will help the company to minimize the political cost (White et al., 2007). 

 

Big company, will be more disclosure of intellectual capital. Company size has a positive relationship with the intellectual 

capital disclosure (Ferreira et al., 2012; Ibikunle et al., 2013; Kateb, 2014). While Taliyang et al. (2011) just concluded the 

relationship between firm size and intellectual capital disclosure. Artinah (2013) and Dewi et al. (2014), who found that the 

positive influence of firm size on the intellectual capital disclosure. The hypothesis is: 

H1 Firm size has a positive effect on the intellectual capital disclosure. 

 

Concentration of Ownership and Intellectual Capital Disclosure 

 

Agency conflicts tended to be higher in companies with a lower concentration of ownership. This occurs because of the 

divergence of interests between the company and shareholders. Owners scattered lead monitoring costs increase so that 

companies are encouraged to make disclosures (Wijana et al., 2013). Great concentration of ownership will also make greater 

voting power in decision-making companies. This led to a policy or a unilateral decision for their voting rights (voting rights) in 

the RUPS, so that the results achieved are not optimal. The company's ineffective policy of automatically intellectual capital is 

not widely disclosed (Nugroho, 2012). 

 

The influence of concentration of ownership on intellectual capital disclosure conducted by Ferreira et al. (2012) which shows 

that the concentration of ownership is not affecting intellectual capital disclosure. This happens because with the high 

concentration of ownership, will cause agency problems (Nugroho, 2012). However Artinah (2013) indicates that there is a 

positive relationship between the concentration of ownership and the disclosure of intellectual capital. In contrast to Wijana et al. 

(2013) indicates that there is a negative influence of concentration of ownership on intellectual capital disclosure. The hypothesis 

is: 

H2 Concentration of ownership has a negative influence on intellectual capital disclosure. 

 

Leverage and Intellectual Capital Disclosure 

 

High leverage will result in high agency costs due to high financial difficulties (Mondal & Ghosh, 2014). Therefore, external 

parties such as creditors will demand more information to reduce information asymmetry (Arvidsson, 2003). Artinah (2013) 

shows that the influence of leverage on intellectual capital disclosure is rejected. This means that there is no leverage effect in 

intellectual capital disclosure. These results are in line with Ferreira et al. (2012) and Mondal and Ghosh (2014) which reveal the 

same thing that there is no relationship between leverage and intellectual capital disclosure. In contrast, research on the effect of 

leverage on intellectual capital disclosure by Purnomosidhi (2006) and Stephani and Yuyetta (2011) found a positive leverage 

effect on intellectual capital disclosure. The higher the leverage the company will provide more comprehensive information. 

While Kateb (2014) get the result of a negative influence leverage on intellectual capital disclosure. The hypothesis is: 

H3 Leverage has a negative influence on intellectual capital disclosure. 

 

Profitability and Intellectual Capital Disclosure 

 

Profitability is the result of an ongoing investment in intellectual capital and companies may make a wider disclosure of relevant 

information to signal that their right decisions in long-term investments in firm value (Stephani and Yuyetta 2011). Companies 
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whose earnings are more vulnerable to regulations that result in companies having to disclose more detailed information in their 

annual reports, to justify their financial performance and to reduce political costs (Mondal & Ghosh, 2014). 

 

The effect of intellectual capital disclosure and profitability can be justified on the basis of two theoretical arguments (Ferreira et 

al., 2012). First, in agency theory, higher performance makes it easier for managers to convince shareholders that their 

managerial skills are superior. Therefore, companies tend to use voluntary disclosure to gain trust from investors that can be 

reflected in higher compensation. Second, profitable company has an incentive to reveal more information than a less profitable 

company. Purnomosidhi (2006), Ferreira et al. (2012), Ibikunle et al. (2013) and Kateb (2014) showed that there is no effect of 

profitability on intellectual capital disclosure. However, different results are obtained by Rahim et al. (2011) which states that the 

influence of profitability on intellectual capital disclosure. The hypothesis is: 

H4 Profitability has a positive effect on the intellectual capital disclosure. 

 

Auditor Type and Intellectual Capital Disclosure 

 

Auditing is a mechanism to reduce agency costs, reduce information gaps, and increase disclosure credibility (Wijana et al., 

2013). Some literature suggests that firms audited by the Big Four Big Accounting Firm such as PWC, Deloitte, EY and KPMG 

are judged to have more credibility in performing their audit services. According to Rahim et al. (2011), the size of the auditor 

may affect the content of annual reports prepared by the company. This is because large and well-known audit firms can 

encourage companies to disclose more information. 

 

There was an influence of the type of auditor on intellectual capital disclosure (Ferreira et al., 2012). There was a positive 

influence of auditor type on intellectual capital disclosure (Stephani & Yuyetta, 2011). They argue that the Big Four KAP tends 

to have greater independence and better HR auditors, so in auditing the company, there will be a lot of investigation by the 

auditor. But unlike Rahim et al. (2011) can not prove it. The results show that the auditor type has no effect on intellectual capital 

disclosure. The hypothesis is: 

H5 Auditor type has a positive effect on the intellectual capital disclosure. 

 

Level of Intellectual Capital and Intellectual Capital Disclosure 

 

Companies with high levels of intellectual capital illustrate the company's attention to the intangible resources that the company 

has. Based on research conducted by Brenan (2001) and Ferreira et al. (2012) show that there is no influence level of intellectual 

capital on intellectual capital disclosure. The existence of hidden value is likely that the market value of a company that can 

change quickly is not caused by the existence of intellectual capital but because investors' expectations for the company are 

related to the company's growth potential (Ferreira et al., 2012). The hypothesis is: 

H6 Level of Intellectual has a positive effect on the intellectual capital disclosure. 

 

Listing Age dan Pengungkapan Modal Intelektual 

 

Newly registered companies are believed to be performing more voluntary disclosures compared to long-listed companies. 

Whiting and Woodcock (2011), Stephani and Yuyetta (2011), Meizaroh and Lucynanda (2012), Nugroho (2012) showed no 

effect of length of the listed companies on intellectual capital disclosure. While Taliyang et al. (2011) finds the influence of long 

listed companies on intellectual capital disclosure. The hypothesis is:  

H7 Listing Age has a negative influence on intellectual capital disclosure. 

 

RESEARCH METHOD 

 

Based on the sample result according to the criteria, we get 76 companies in accordance with the criteria. The sample summary 

table of sample members can be seen in the following table: 

 

Tabel 1: Sample Selection 

 

Sample Criterion Firm Data 

A manufacturing company listed consistently on the Indonesia Stock 

Exchange during 2011 to 2014. 

129 516 

Manufacturing companies that do not report annual reports consistently 

during 2011 to 2014. 

(30) (120) 

Manufacturing companies that do not use the rupiah currency in the 

company's financial statements. 

(23) (92) 

Number of samples meeting the criteria 76 304 

 

Intellectual capital disclosure (ICD) is measured by the intellectual capital disclosure index using the content analysis method, 

consistent with research by Guthrie & Petty (2000), Brennan (2001), Bonzzolan et al. (2003), Guthrie & Abeysekera (2006), 

Oliveira et al. (2006), Taliyang & Jusop (2011) and Ferreira et al. (2012). Intellectual capital disclosure index is obtained by 

summing all indicators of intellectual capital disclosed in the financial statements and annual reports used by the company in 

providing information to stakeholders.  
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Any IC indicator item disclosed by the company will be assigned a value of 1 and 0 if it is not disclosed. The indicators used by 

the researcher are IC indicators used by Guthrie & Petty (2000), Ferreira et al. (2012, p. 287) with the similarities of some 

indicators as described by Sihotang & Sanjaya (2005) as follows: 

 

Table 2: ICD Indicator 

 

Intellectual Capital Components 

Guthrie and Petty (2000) Synonim 

Internal Capital  

Intellectual 

Property 

Patents - 

Copyrights - 

Trademarks - 

Infrastructure 

Assets 

Management Philosophy Business Philosophy, Company Philosophy, 

Corporate Philosophy 

Corporate Culture Corporate value, Organizational Value, 

Company Value 

Management Processes Internal Processes, Business Processes 

Information Systems - 

Networking Systems - 

Financial Relations - 

External Capital  

Brands - 

Customers Consumer, Subscriber, Client, Buyer 

Customer Loyalty - 

Distribution Channels Delivery Channels, Distribution System, 

Distribution 

Chain, Delivery System, Distribution 

Infrastructure , 

Distribution Network 

Business Collaborations Partnerships, Joint Venture, Cooperation, 

Strategic 

Alliance 

Licensing Agreements - 

Favorable Contracts Contract of Work, Long Term Contract 

Franchising Agreements Franchise Scheme 

Awards - 

Human Capital  

Know-how Knowledge, Expertise, Skills 

Education Training 

Workers - 

Work-related Knowledge - 

Work-related Competencies Innovative, Concept 

Entrepreneurial spirit  - 

 

Firm size is stated based on total assets owned by the company (Ferreira et al., 2012), measurement using log total asset. The 

ownership concentration is the number of shares held by the shareholders in a company. In this study taken ownership of shares 

of the three largest shareholders (Whiting & Woodcock, 2011). Leverage is measured by dividing the total liabilities of the 

company with the book value of the equity of the company (Whiting & Woodcock, 2011). Profitability is measured by dividing 

net income before corporate taxes by total assets owned by the company (Ferreira et al., 2012). The auditor type is a dummy 

variable (Ferreira et al. 2012), so the measurement scale for this variable is nominal scale, 1 if audited by KAP Big 4 and 0 

others. The measurement of the level of intellectual capital using market capitalization is divided by total corporate equity 

(Ferreira et al., 2012). Measurement of listing age using the difference of years of research with the year the company was listed 

on the stock exchange (Whiting & Woodcock, 2011). 

 

DATA ANALYSIS AND DISCUSSION 

 

Descriptive statistics results and hypothesis testing as follows: 

 

Table 3: Descriptive Statistics 

 

Variable Minimum Maximum Mean Standard Deviation 

Intelectual Capital Disclosure 0.2400 0.6800 0.4420 0.8960 

Firm Size 10.0246 14.3730 12.1340 0.7489 

Ownership Concentration 0 98.96 62.78 0.2476 

Leverage -31.7813 40.3716 1.1172 4.6205 
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Profitability -0.6734 0.5631 0.0801 0.1373 

Auditor Type 0 1 0.37 0.483 

Level of Intellectual Capital -9.0272 53.5901 2.8522 6.2520 

Listing Age 1 32 17.66 6.882 

 

 

Tabel 4: Hipothesis Testing 

 

Variable B t VIF 

Constant -0.019 -0.200 - 

Firm Size 0.044 5.445*** 1.845 

Ownership Concentration -0.056 -3.041*** 1.076 

Leverage -0.002 -1.706* 1.119 

Profitability 0.116 2.772*** 1.696 

Auditor Type -0.016 -1.235 1.934 

Level of Intellectual Capital 0.003 3.307*** 1.552 

Listing Age -0.002 -3.597*** 1.118 

Adj. R2 0.262; F7,296 16.359***, * Sig.10%, **Sig.5%, ***Sig.1% 

 

Based on result of hypothesis test known that value of sig. Firm size is 0.000 less than 0.01 means H1 is accepted. This shows 

that firm size with coefficient 0,044, positively influence to intellectual capital disclosure. This suggests that large firm sizes will 

reveal more of their intellectual capital. The results of this study are consistent with the results of research Ferreira et al. (2012), 

Ibikunle et al. (2013), Artinah (2013), Dewi et al. (2014) & Kateb (2014). 

 

Based on result of hypothesis test known that value of sig. The ownership concentration is 0.003 less than 0.01 means that H2 is 

accepted. This shows that the ownership concentration with the coefficient of -0.056, negatively affect the disclosure of 

intellectual capital. This suggests that firms with small ownership concentrations will reveal more of their intellectual capital. 

This is done in order to attract investors to buy shares of their company. Thus the capital obtained from the transaction can be 

used by the company to finance the company's operational activities. The results of this study are consistent with Wijana et al. 

(2013). 

 

Based on result of hypothesis test known that value of sig. Leverage is 0.089 less than 0.1 means H3 is accepted. This shows that 

leverage with coefficient of -0.002, negatively affect the disclosure of intellectual capital. This indicates that the greater the 

leverage is, the company is more likely not to disclose information related to intellectual capital. These results are consistent with 

Kateb (2014) study which suggests a negative leverage effect on intellectual capital disclosure. 

 

Based on result of hypothesis test known that value of sig. Profitability is 0.006 less than 0.01 means H4 is accepted. This shows 

that profitability with coefficient of 0.116 has a positive influence on intellectual capital disclosure. This indicates that the greater 

the profitability of the company will encourage the company to reveal more of the company's intellectual capital. This is done as 

a form of management accountability to investors who have run the organization well and have used their intellectual capital to 

the maximum. The results are consistent with Rahim et al. (2011) which states that the influence of profitability on intellectual 

capital disclosure. 

 

Based on result of hypothesis test known that value of sig. Auditor type is 0.218 greater than 0.05 means H5 is not accepted. This 

indicates that the auditor type has no influence on intellectual capital disclosure. This indicates that the type of auditor that the 

company uses does not affect intellectual capital disclosure. The results of this study are consistent with studies conducted by 

Rahim et al. (2011). 

 

Based on result of hypothesis test known that value of sig. The level of intellectual capital is 0.001 less than 0.01 meaning H6 is 

accepted. This suggests that growth with a coefficient of 0.003 positively affects intellectual capital disclosure. This shows that 

companies with high levels of intellectual capital will reveal more of their intellectual capital. This is done by the company as a 

sense of corporate responsibility towards the shareholders who have invested their capital into the company's stock. In addition, 

the company gives a signal to stakeholders that the company has been working effectively in accordance with the wishes of the 

stakeholders. 

 

Based on result of hypothesis test known that value of sig. listing age is 0.000 less than 0.01 means H7 is accepted. This shows 

that listing age with coefficient of -0.002 negatively affects intellectual capital disclosure. This shows that the new company 

listed itself into the stock exchange will reveal more intellectual capital that they have. This is done by the company because the 

company wants to give a signal to investors that the company has a competitive advantage in the face of industry competition 

because it has sufficient intellectual capital. 
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CONCLUSION, IMPLICATION, SUGGESTIONS, AND LIMITATIONS 

 

Based on the results of this study it can be concluded that firm size, profitability and level of intellectual capital have a positive 

influence on intellectual capital disclosure. The ownership concentration, leverage and listing age have a negative influence on 

intellectual capital disclosure. Company pay attention to intellectual capital disclosure. Investor attention to non-financial 

performance as intellectual capital disclosure to see the sustainability of the company. While the type of auditor does not affect 

the disclosure of intellectual capital. This study can not be separated from the following limitations (1) The sample used in this 

study is limited to manufacturing companies, (2) this study uses only six independent variables, while there are other 

independent variables that affect the disclosure of intellectual capital that is not Included in this study. Based on the limitations in 

this study, the researcher recommends to overcome the following limitations: (1) for subsequent research should increase the 

sample of research not only limited to manufacturing company but non-financial company, (2) for subsequent research add 

another independent variable Will affect intellectual capital disclosures such as company age, board composition and audit 

committee size. 
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