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CORPORATE GOVERNANCE, MARRET SHARE AND INTELLECTUAL CAPITAL
DMSCLOSURE: EVIDENCE FROM INDONESIAN AGRICULTURE AND MINING

SECTOR

ABSTRACT

0
This study aimed to provide empirical evidence of the effects of auditor type, the board size, and

gudil commitice on Intellectual Capital Disclosure (ICD). conducted on Indonesian agriculiumal
and mining companies. The sample consisted of 18 agricultural and 28 mining companies, and
was chosen using the content analvsis method. The observed period was 3 vears from 2013 1o
2017, resulting in 230 units of analvsis. Data analvsiz emploved a panel regression model with
pancl data testing. The study ﬁmd 1 positive impact of auditor 1vpe and andit commitice on 1CD,
and a negative influence of board size on [CD, The resulls conformed o stakeholder and legitimacy

thearies,
Keywords: Intelicctoal capital disclosure: anditor tvpe; board size; audit committes

INTRODUCTION

Presently, firms are entering a knowledge-based era, where the economy 15 growing with
the usage of science and technology. Therefore, firm valwe 15 no lenger considered selely based
on Nnancial performance, bul also the performance of intamgible assets (Berskalne and Zelgalve,
2014), such as micllectual capital. Several cxamples of intclicctual capital in a company are
emploves performance, the firm's capability to innovale, technology usage, and the company's
reputation in gociety (Maaloul and Zcghal, 2015, One of the instrumenis usad 0 communicaie

iniellectual coprtal 15 annual report.




Advef el (20011 expressced thad companics who discloss intellectual capital will carn several
bencfits, Firstly, compantes can reduce intellectual capital between the management and
siakcholders. By disclosing 10, fioms may also redoce insider trading as all informanion would
have been disclosed. Firms can also uphold its integrity o front of the stinkeholders. And by
disclosing IC to stakeholders. companies can signal that they hove worked in accordance wath
cxisting norms, thas bomg zcen s reputable in the public’s eves and diveried stakcholders”
auention from negative issues. A good reputation may also belp a company o 2ain AeW INyESIOTE,
According o Cheng ef al. (2000}, firms” market value will increase by B0% when they disclose

their 1C5.

According o Kothar {20040), the guality of reports provided by (he company is mod only
mflucnced by accounting standards, bui also ilagm governance, Corporalc governance 15
necessary o develop fransparency between o company and Both its stkeholders and sharcholders
rAbevackera, 200100, As a result, ml;e governance i established 10 ensure that the
manpgement has made decisions that {6t the expectations of stakeholders and shareholders: as well

as conlirming that frm's management has provided infommation 1o all stakchobders, The measurcs

of corporate govemance in this study arc board size, auditor types, and audit commitice.

Indonesia 15 chosen to be the object in thes stedy as it is a naton with the lorgest GDP and
population in the ASEAN Economic Community (AEC) { Kpboonchoo et al., 2018), According o
datn from the World Bank in 2017, Indonesia hos o GDP of USD 1015 mmillion and o population
of 263,991,379, This signifies a considerable amount of human resources. Cepar & Baojnee (2008}
investigated the Epnn.m:: of demopraphic processes for the svaillability of human capital which
in furn may impact o e Minancial performance, Optimal human resources management may help

maximize firm performance, The big number of population wihech iz supporied by expanding




cducation level have positive influcnce on the human capital accwnulation {Hermannsson &
Lecca, 2014, Besides, the score of IC disclesure in Indonesia tends to remain low, According o
Mukhibad and Setyawati (201%), the average score for 1C disclosure of L0} 45 companies in 2014-

200 7 wis 56.35%.

The importance of [C does not enby attroct the attention of companics and investors. but
also rescarchers, Several smdies have been done 1o find out what Fagtors affect intelleciual capial
(IC} disclosure; howewver, these studies produeced opposing nll!:. For instance, Ousama ef al.
[ 2012) found that the audiior vpe does nod affect 1T disclosure, bat Whiting and Woodcock (2011)
discovercd that awditor type positively affects [C disclosure. Rashid ef af, (201275 sindy revealed
that board size significantly influences IC disclosure. while Bhatia and Argawal (2015) concluded
that board size docs nof influence 1T discloswre. Likewise, Ho and Wong {2001} and Baallay
f!ﬂ]ﬂ'lgl:npmmd that avdil committes has an impact on information shared by companies. icluding

on intellectual capital disclosure: on the other hand, Li etal. (2012} stated that audit commitiee has

ng impact on inteleciual capital disclosure (10D

From previous studies, there are two categorics of results, the consisicnl and inconzistent
vanables in influencing the 1CD. According to the results gap. this study nceds (o be done o
provide nddiisonal empirical studies 1o support researches i ICD. This study examines the
determinant factors in ICD, pamicolarly in agriculiure and muning sectors. The aericolivre secior
15 chosen beconse bosed on the resulis of the Rice Market Monitoring (RMM) by ?ﬂ Food and
Agriculiure Organization of the United Mations (FAD) shows thai Indonsesia isge of the largest
rice producing countries in the warld in 2017, In addition. the agricultural sector sccounts for

14.3% of wial GDP, and absorbs the worklorce by 38 9% (Kemenmian Peranian Republik

Indonesia, 2017), In conirast to the performance of agricoliure, the mining sector in Indonesia




capericiced a downtum duc to Talling world commodity prices {Dwiarto, 2008}, [n addition, the
amount of investment in the minimg sector has also decreased, this is due to inconsistent regulations
and overlapping authority, Meventheless Indonesia’s opporiunilies 0 increase invesiment in the
future remain (Checlord Busmess Group, 2018). Human resources, innovation, and technology are
important components of mtangible asseis for these two sectors. which are port of creating
mnicllectunl capital The different performance in the two sectors thet prompeed this rescarch to
examine the lactors that infleence companies in these two seclors can reveal aclivities related 1o

efforts o ereate inteleciual capilal
THEGRITICAL BACKGROUND AND HYPOITESIS

This study uses twe theories that form the basss of hypotheses that are bult reloted o the
%tﬂu that influence IC disclosure. The first 15 the stakcholder theory, which explains that a
company's management activities should comply with the wish or approval of stakeholders. and
all activities done should be reporied 1o all sakeholders (Freeman. 19845, Every stakeholder owns
the same right to reccive the company's mside information, thus they could ensure that the
company has been working optimally, Although not all information received will be used
eventually. It is intended that stakeholders can ensure that management has utilized all the poteniial
that exists in the company. Therefore [C disclosure 15 an approach that can be done by compamies
to provide information o siakeholdeors { Brugpen, et ol , 2009, Laroe companies are indicated by
o large market sharz nnd good governance. Using o stakeholder theory fromework, large :nmpung

tend 1o have more and more diverse stakeholders. Therefore companies will be more required 1o

disclose information m order to meet the interests of stakeholders.

The second one is the legitimacy theory, where a company musl guaraniee hat it has bezn

operating in compliance with existing norms and boundaries (Guthrie of af. 20047 Thiz theory




cit phasizes that the company is in the process of adjusting i3 existence w the sorms or social
valucs around it; or the company belicves in the social-contract principle (Kamath, 2017). This
theory is closely related 1o the disclosure of IC as a form of accountability from the company to

show of the activity 15 1n accordance with socinl norms and values (Hossam, 20015

Intellzctual capital disclosure, oz pan of & firm's intangible assct. 1z ddTicult to measure,

and thus 1s not reporied i the halance sheet (Roos and Roos, 1997), Sveiby (1997 divided 1C into
3 calegones: Emm capitad {HC). structural capital (3C). and relational capital (RCY. HC i the
core component in 1C (Chowdhury ef ol 2Ry and encompasses emplovees' compeience,
mncluding their education, knowledee, skill, and cxpenence. which are useful to achieve company s
goal. 5C i the indelleciual propedy possessed by a company, Tor example business processes,
usage of technology, rademark, and firm’s capability to mnovate {Bhasin, 2002 RO covers the
Htiurﬁ]:ip between o company and 165 external parties. such as company’s reputation in publi.

and includes its relation with stakcholders {costomers, creditors, supplicrs) (Guthric efaf,, 200 1)

Professional public accounting firms like the Big 4 will urge their clicnis 1o disclose
information thoroughly, in order to provide the real, complete picture of the company for anmual
report users (Chao and Gray, 20110, By doing it, audit firms deliver signal o the public that they
are mamniaming ther audit quality (Ousama ef ol 200120, Since disclosing and verifving IC may
need addinonal skills, a gqualificd suditor is necessary o strengthen the disclosure’s credibality
(Ferreira of al,, 20012}, Consequently, o company audited by the Big 4 1 expected to discloss more
IC-related informalion. as il is emploving an auditor capable of verilving the ruth of information

and assuring annual report users.




The retationship benween auditor type and 1ICD has Been studied proviously. Whiling and
Woodcock (20011) and Oliveira e af., (20006) found o positive relation between auditor tvpe and

ICD. From this, ihe following hypotheses are defimed:
Hla: Andrtor type significantly and positively affects HCD.
Hlb: Auditor type significantly and positively alTecis SCD.

Hle: Anditor tvpe significantly and positively affects RCD,
(1] 40 ]

Board size is shown through the number of members on the board. According o ageney
theory, the large number of board members can merease the effectvity of supervision and control
(Al Azces er @l 2019, which will be reflected in annual eporting disclosare, Compared a
smaller number of board members. more board members cquale more cxpencnce, viewpoint, and
various differing skills {Abeyvsekera, 20000 This mav become an added value in the company s

future, whether from HC or RC {Massingham and Tam, Z005; Whitng and Birch, 200161, which

will be voluntarily disclosed in the anmual report

Larger board siee may lead to communication difficulty and decision-makimg incfficiency,
but the benefits outweigh the possible problems { Whiting and Birch, 2016). This is supparted by
ﬁdalgo ef al (2001) and Haji and Ghazali (2013}, who found a pesitive relationship betwesn
board size and 1CD. From this explanation. the hypotheses on ﬂlnﬂﬂﬁnﬂ between board size and

ICD b Indoncsis ane:

14}
H2a: Board size significantly and positively affecis HCD,

H2b: Board size significantly and positively affects SCD.

a
H2c: Board size sipnificanty and posibvely affects BCD.




There have been many prior studics on the relationship between the apdit commibice and
ICD. More audit commitice members can offer varous viewpoints, opinions, and skills in
addressing problems that exist in the financial reponting process, while also providing effective
supervision (L1 ef af, 2002). Other than gunranteeing stakeholders” interests. the sudit commatice
15 also responsibie i Finding and resolving ssues, particolarky i the preparaton of reports, such
as the company’s fmancial and micnm repors (L ef @l 2002, Hence, the audit commitice owns
a mole in disclosing (e firm's information. mcluding those of 1C. Madi er of, (2004) and Ahmead
Hagi (2015) determined %[ there is a relaton between the sudit commitiee and TCT). Thus. the

following hypotheses on the relationshp between the sudit commattes and ICD in Indonesia are

defined

a
H3a: Andet committee significantly and positively affects HCD:

o
Hib: Audit commiiee significantdy and pesitively alTects SCD.

0
Hi¢: Andit commtiee significantly and positively affecis RCD.

This research also wses several contral vanables based on previouws studies on TCT: finm
iz, market share. profiability, and leverage. A large firmy tends o have more activities, resources,
and higher agency cost compared doa small firm (Csama ef af,. 200 2). Additionally. a large Tiom
would have more stakeholders and micresiz that the company needs to fulfill. Thus. firm size 15

chozen as a control variable

When a company has gained a good reputation and trust from the public, it tends (o nod
disclose more than what is necessary, as it has no further Benefits, crestes additional costs, amd
could poleniially lead competitors 1o exploit the information in order 1o harm the company (Bagehi

ef e, 2000 3), This explanation meiics the use of market share as the next oonirol vanable,




A Nrm o owih high peofitability  would naturally  like o signal s achicyeincnis o
stakcholders. Disclosure 15 scen as one of the way the company can signal that it has a good
performance (Ousama ef of,, 2012} By contrast, a company with high leverage would disclose
more mfomaton, mcluding [C-related mformation. m order to mitgate the high agency cost.
Informanon on IC may alss become supporting mformation, where the company does not rely
onlv on fmancial informaion, but also focuses in creating value for the future (Cusama ef @,

2012).

RESEARCH METHOD
@

This stedy uscs annoal reporis published by Indoncsian companics in the agniculiucal and minimg
sectors, The rescarch period is 3 vears, from 2003 w0 2007, The population 15 21 agriculiural snd
43 muning companics, Using a purposive sampling techmgue, inwhich the company must be histed
in Indonesia Stock Exchange (10X and has a complete annual report in the period of 2013 untl
2017, The final sample is 18 agrnculiural and 28 mining companies. in tolal resulting in 230 unils
of analvsis. Hypothesis testing of the effect of independent variables and dependent vanables will
nse regression panel model. Utilizing panc| testing, 10 will be knoswn whether the hy pothesis should
be tested with :Lt?ml effect model (FEM), rndom effect model (REM), or ordinary least square
(OLS) model. The weighted least squares (WLS) and peneralimed lenst squares (GLS) models will
alsn be nsed if the FEM or REM models contam heteroscedasticity. The gred) software 15 used m
determiming the models and testing hypothesis. where the dain will pass through pancl datn testing

that consists of F-est, Breusch-Pagan test. and Havsman test.

The ICD vanable 15 measured using the content analysis method. Each annual report is
read manwally in order o find ICD-related information. To reduce subjectivily in the content of

the analvsis, a reasscsement was conducted between researchers for cach item on the 10D list. The




items in the ICD are adapted froan Yao e al, (2HE), consisting of 30 HCD items, 22 SCI ilems,
and 18 BRCD mtems), A score of 040 3 15 given for cach ICD information obtained. A score of 115
given if there is no disclosure, 1 if the information s narrated, 2 if the information 15 combined
with numencal data, and 3 1if it 15 shown with monectary data. The total score 15 divided with the
total 1tem mito ench 1CD components. Auditor iype isﬁlummy vanable. marked 1 if the company
uscs the service of Big 4 accounting firms and 0 i 10 docsn't, Board siee 15 measurcd wsing the

number of members on the board of commizsioners (BoC). and audil comminee 15 meazured by

the number of members of (he andil commities

Variable controls used are fim size, market share, profitability, and leverage. Firm size 15
coleulaied with the natural bogarithey of todal assets. market share with the ratie of lirm sales an
mdusiry sales, profitabality by using the return on asset ratio. while leverage 12 caloulated with the
ratie of total debt on 1odal cquity. All financial data are taken from Bloomberg. The equation

applicd m this study is

24

HCD:, SCO., RCDh = fin+ [} ATYPE + fl2 BSIZE: + Iz AUDITCOM;: + fa FSIZE: + [is MSHARE:
+ fis PROF: + s LEV: + £

where:

&EI = Human Capital Disclosure, SCD = Structural Capital Disclosure, RCD = Relational Capital

Digclasure. ATYPE = Auditor Tvpe, BSIZE = Board of Commissioner Size, AUDITCOM = Audil

Committce. FSIZE = Firm Size, MSHARE = Markct Share, PROF = Profitability, LEV =

Leverape, & = error, U= year {2013-2007).

RESULTS AND MSCUSSION




The descriplive amalvsis in this rescarch details the average score (mean), standad

deviation, minimum scorc, and maximum score of independent and dependent vanablcs,

Table | shows the average scores of HCD. SCD. and RCD are (67 and above. This means

the disclosures provided are gencrally only in the form of narmation. These could hove been

complemented with numencal or monetary data. considering the average firm stze 15 around

12373, approaching the maximum score, The average scores of Boll and audit commitiee are 3,

mizrket share 15 4. 1%, and profitabibity 15 1.4%. The ratio for leverage ranges between -2039% and

2T19% with an average of 103 3% Table 2 demonstrates the descriplive statstics of the auditor

tvpe. Around half of the companics studied {53 91%) use the service of Big 4 accounting firms.

Tahle 1. Thescriptive Statistics

Varighles Poean Sed Min Blax
HCD 0794 10 286 KR (.
SC 748 kAT RN | 1.273
RCE . 754 nils 0.x22 1.722
Mol Size 3.0643 1027 1. (MM LEATE H]
Sudal Commiliee J 035 30 1.0 R AIH
Firm Size 12,733 338 11,56 13,967
Maker Shane (RIS nasg {1.H) 0351
Frolfmobilie, hivld L7 {1 TS 03A%H
Leversge b Ankd 1483 -Mh 300 7.1
Source! Processed secondary data. 2015
Table 3. Descriptive Btntistics {Dammy Y ariable)
Wanulbib Frequency | Frsguazcy 0
Auditar J'*.pn 05501 (. darEl

Source: Proeessed secondany data, 2005

In Table 3, the scores of the p-value (F) are below (0,03, so the model can be tested wsing

pooled OLS. VIF score shows the presence of multicollimearity i it is= 140, thus the study is free




froem muslticollinearay . However, all throe variables conlain heteroscedasticily as the scores of the
white test are below (LG, hence this study uses WLS (Weighted Least Squarcs). since the pancl

shows fixed effect (Klein el af | 2006),

Tabbe 3, Polead O35, Callineariny, and Hedermeedasticiy

HC T R RLTY YIF
Aupditar Type 0024 O.i5Eq ™ [{hE | 5™ 1.323
Bl Size g e IR a UK bt 1.327
Aoudat Cowmmithee 0, L 3af == .| 550 [ | 5= 1.145
[Farm Size 13,3 2p20ea gR ses ) agg ees 1 &40
belarket Share {1 942n"=" il uga LLCE L 1.730
Profitahility 03] Eass LINRE 01517 1,14k
Lavirngs 010 i (HI3G A0zT | Ll
P-Vadue {F) 145E-1% S35E-140 1 EA0S
Adjusicd R-Squase (B 3158 {13472 01873
g’ldmmucd.iqiml} b (13 £ 00 [N E

Source: Provessed secondany data, 2009

Table 4 demonstrates the resull of panel testing ofdependent vanables. HCD and SCID are
tested using WLS since they have fixed effect and confain heteroscedasticity, RCD is examined

with GLE as il alzo has heteroscedasticity.

Table  display s the result of hy potheses testing. Auditor type. statistacally . only affects SC
disclosure. The positive influence means firms %ﬂﬂd by the Big 4 disclose more information
than those who are nol. Professional accounting firms ie. Big 4 commonly maintain their audit
cuality, for example by helping o reduce information asymmetry between the management and
sinkcholders (Ahmad and Boorn, 2007 Audit firms also act as o bridge between companics’
internal and external parties (Khlif and Sonissi, 20000, A competent audit firm wonld encourage a

firme to disclose mformation (0 cnsure stokcholders gain o full picture of the company. This

complete understanding naturally helps stakeholders in moking the right decison.




Tabde 4, FFanel Test

HC b RCI
Fieel Edffect Estimator 3.65E-53 |.TVE=%] SOOE-6T
Fimed Effest Figed Effea Fred Effee
Hrensch-Pagan Test | 26E-50 a4 ]13E-35 LIZE-6T
Fesedom Flanidknn Fansdonm
Effei Effect Eifec
Hatwsman T LURNH g i1 1032225 RN
Fimed Effest Fimed Effeat Handom
Effezi
Coitelissang Fined Effest Fimed Effes Faidom
Ellect
Budel Ulsel WLs WLs L]

Swrid; Prosesssd secondary data, 2019

Table 5 Panel Hegression

TR LT RCD
Audilor Type 0nlas agzg=ee= LGS
B Sae: L0141 ** 0] 20 RN
Andid Commibiee [} £l = O] 7 == 0SSR
Farm Sz BILRSTe=r (O] R L 3™
Mlarket Share RN R 0 panit |
Profitahility 0 | Gge= 0 gig=e= LIl
Leverage 1 KIS (LI LIS
u'at'u-.' iF1 | 25E-33 JARE-34 IR EEF
Audjusted R-Sganre 0.5244 (15315 [NRER

Hiole sapnnficant i the leve] *=* = |®q =% = 5% = = [(0%
Soures: Pacessesd secandnry dain, 2019

Compared 1o smaller audit firms, the Big 4 owns a more capable resource and stromger
influence in driving companies o disclose information. Small audit firms ordinarily only perfonm
audit procedure to maintain a good relationship with companics, while influential andit firms will
push Firms fo increase reporting gquality, as a way of preserving and npholding a good relationship

with their clients {(Malone ef al,, 1993},




Suppoiting the stakcholder theory, independent and gichicicnt audit ficms will persaade
companies to fulfill stakcholders” nghts in earning information related to inside nctvities thal may
afficct decision making. Additionally, a good audit firm can also increase the incredibility of a
disclosure {Ohveira ef af, 2006}, They make sure that the mformation disclosed by the firm s
correct and accountable. This resuli suppors the legitimocy theorv., where o company must
guaranice that it has been operating in compliance with cxisting norms and regulations. By anditing
and urging the company 10 release quality annual reports, audit Nirms can protect their reputation
in public, The result of this study confirmed the results of Whiting and Birch (2016), Ahmadi and
Bouri (2017). and Atan and Rahim (2012} but it also contradicts the research of Ousama ef al
(2012 and Rashid ef ai. (200 2), both of which did not find any significant relationship betwezn

auditor type and 1C dizclosure.

Boord siee. measured with the number of members in BoC. has an influence in IC
disciosure in Indonesia, especially in HC and SC disclosure. But in contrast with the study by
Rashid ?ﬁd‘. {2012} who found a positive relationship between board sice and [CD. this research
found the reverse (negative relationship). This indicates that more members in board of

commissioncrs means less disclosore by the firms,

A large number of board members should be able wo contribute vanous views and expertize
within the company . The current technology growth canses the need for technological skills and
knowledge in the company’s opernticnal octivities. Hence. more board members mean more
hecessary knowledge and ﬂ.ﬂpﬁﬂiﬂ'ﬂg ofder 10 make the right decision (Rashid er af . 2012).
Degpite this, sample firms apparently do nod feel this benelit would outweigh the problems cansed
@

by a large number of board members, Excess board members may cansce difficull decision-making

and poor communication, kading fo less disclosure {Cerbiont and Parbonetti, 2007y, Forther, a




company with many board members will lnd difficultics in controlling the management (CEO,
Irnvaer al. (2015) and H}'gun il (2014} found that the larger the board size. the higher the
garning management done by the company’s managers. A similar view was expressed by Cerbioni
and Parbometty (2007 where the quabty of supervision 1s mversely related o m:?l_unb:r of board
members. The resull of the study mailches those nfgcrhinnimﬂ Parbonetts (2007 and Adizaedah
el e, (2014}, who discovered a negative relationship between internal information disclosure and

board size Al the same time, the study disproves the results of Whiting and Birch (20016) and Haji

ad Ghazali (2013

Auvdit committee affects IC disclosure, particularly on HC and SC Awdit commutice
guaraniecs that shareholders” interests will be Tulfilled through reporting and indernal contral. Ho
and Wong {2001} also foond a link between the audit commties and o more trusteworthy, qualifed,
and substantial reporting. For thiz reason. the audit commantee is capable of increasing the amount

of information shared by the company

The oudit committcs 15 tasked with improving and safcpuarding intemal control. The aodi

commitiec also has a role a5 a supervisory ol over the company's disclosure practice (L et al,
2012y, Larger aupdil commitice wsuzlly pours more resource and expertise m order (o effectively
fulfifl its responsibilities Aegrir:i and Greco. 200 1 Li eral, 2002). The audit commitiee i1s also

responsible for finding and resolving issues, particularly in the preparation of reports, such as the

company's financial and mtenm reports. Accordimglv, the audit commitiee owns a role m

disclozing the rm's information, including those of 1C. The resull of this research comespands
@

those by Mondal and Gosh (20040, Modi ef ad. (2004}, Ahmed Hagp (2015), Buallay (2018) who

3¢ ]
found a positive associption between the audit commitiee and 1D,




Tabde 5 shows that firm siec afTecis all 1ICD components, meamng the larger a firm is, the
more it discloses IC. It is becawse a large firm tends 0 have more resource, activities, and
stakeholders. Since stakeholders” interest and supervision can be met through disclosure, the nesuli

supports the rescarch of Yaw of af. (2008 and hindal and Kumar (2012).

Market shore haz negative and positive cffects on HCD and SCD, respectmvely. I is
migasured by dividing firm zales with industre sales, When a company has gained peblic trust, i
15 obliged to disclese the misrmaton relsted o resource management and the company's inside
activities, Yel sometimes, w avold the dizsemination of competitive advantage that may insizad

furn it into a competitive disadvaniage, several disclesures will be redoced.

Profitability has posive influences on HCD and SCD. According to Mondal and Ghosh
(2014}, companics with greater prefits will disclose ther 105 so as to attract the attention of
sixkeholders that they hive berter pﬁfﬂ!’l‘llﬂllﬂﬂ (Cusama. et al, 2002y and avod shares below their

troe value { Dominguee. 20120

Statistically, leverage has no effect on ICD. This sapports the studies of Mondal and Gosh
(2014 as well az Jindal and Kumar {2002, and may happen when (he debiors place more
imponance on fnancial information as it betier reflects financial risks. The presence of cther media
such as debl covenants also help moniloring monsgement's decision, wsing other information than

the firm's disclosure {Naziref al, 2013)
CONCLUSION

This stwdy provides empirical evidence on the effect of anditor type, the board zize. and

audil committes on ICD in Indonesia’s agriculiure and mining sectors.




@
Avditor tvpe has a positive relationship with [CD, particularly on the component of 5CD.

The audit commitice also has a positive assoctation on 1CD, especially on HCD and 5CD.
Meanwhile, n’ngaiive relationship is found between board size and ICD, in particular on HCD
and SCD. The roles gm sudil commities and exiernal auditor are o give wsers confidence in
reporis published by the compoany. In addition to increasing the credibility of o disclosure, the andis
process can reduce mformation gaps. Therelore, auditors can cncournge management b mprove
the quality of disclosures so that published repons can describe the real situation so that the value
of the company does nol undervalue. The existence of the Edi: commitiee should he able o
improve internal control and be & monitonng ool inmmproving the quality of ICD. In additon, the
audif committee is responsible for reviewing izsues in significant reponing and relating 1o valuable
information. Therefors. ani'fcnmt andit committee can increase the disclosure of information.
especially regarding ]L“[}.?he Smith Report (2003) recommends that audit commitiee members
consist of at least three independent and non-cxecutive directors, Thus, the audit commitice can

work more effectively with clearer responzibdlities so thay the monitoning process can be carried

ol properly

Board size shows a negative infleence on 1CD quality, This negative coefficient can be
caused by poor quality disclosure. What is likely o happen is that when the council has more
members, more interests will hove to be fulfilled. To fulfGil this, it tkes effort ond costs w disclose.
The company will consider the costs and benelits that will be obtamed so that when the costs
excged the benefiz, the company will continge to disclose in namalive or descripiive Torm (o

further save cosils,

Market share, profiiabiliny, and leverage, as control variables, give mixed resulis w the

qualipy of 1T disclosure, When the company has gained public trust and a good repatation, il would




be beter for the compairy o also reveal how the compadary manages human resources such as
traiming, capacity boilding, employee retention and cthers, This disclosore will further strengthen
investar confidence in the company . Companics can increase the disclosure of TCT iiems that are
sill not optimal, such os busmness models, mtellectunl property. brand recogmition and others. In
pddition, disclosures such os research and development and technology con be accompoamed by
numencal and monetory data such as cosis incamed 1o develop products, mamiennnce cosis or the
cost of purchasing new echnology, or the uselul fife of the echnelogy usad. Numerical amd

monetary disclosures con improve the quality of disclasure,

This research contnbutes o prior studies as there were not many studics of micllechzl
capital on the seciors agriculieral and resources, I bas several limatations. The data obdained in the
siudy were only from annual and financial reports, while Er.n: 15 8 possibility that COMPanics
would provide miellecinal copital information through other media. such as the disclosures in Lhe
company wehsite, The conient analysis is done manually where each score is given hased on the

consideration or judgment of the rescarcher. Despute repeated checks among researchers, future

studies can wse spocial soltware such as NVIVO for more accurate resulis.
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