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Abstract

Purpose - This study aims to determine the effect of corporate governance quality, firm size, leverage, and financial performance on in-
tellectual capital disclosure (ICD), in manufacturing companies listed on Indonesian Stock Exchange. Methodology - The observation
period is from 2010 to 2015. The sample is chosen by purposive random sampling method so that 45 companies as sample are obtained.
This study used a secondary data and multiple linear regression analysis method. Data tabulation was processed using SPSS version 19.0
for Windows. Findings - The corporate governance quality, firm size, and financial performance in which measured to ROA and EPS
showed to have positive significant effect on the ICD. This is shown from the significant value smaller than o of 0.05 and positive t value.
Meanwhile, leverage has negative significant effect on the ICD with the result showed that leverage variable has the significant value
smaller than o of 0.05 and negative t value. Contribution - This study supports agency theory and signaling theory. The results of the
research can be input for the accounting standards making body that the disclosure of intellectual capital in the financial statements is
necessary because it can improve the performance of the company.

Keywords: intellectual capital disclosure; corporate governance quality; firm size; leverage; ROA (return on assets); EPS (earnings per share). .

d . capital from identification, measurement, to disclosure in the
1. Introduction company's financial statements.
The phenomenon of intellectual capital in Indonesia began to de-
velop after the emergence of Financial Accounting Standard in
Indonesia (PSAK) No.19 (Revised 2000) on intangible assets.
Intellectual capital is defined as the sum of the three main ele-
ments of the organization namely human capital, structural capital,
and customer capital 1-3. These three elements are related to
knowledge, human experience, and technology that can provide
more value for the company in the form of competitive advantage
of a company 4.

Disclosures in financial statements and annual reports are grouped
into two parts which are namely mandatory disclosure and volun-
tary disclosure. Mandatory disclosure shall be the minimum dis-
closure required by applicable accounting standards. Whereas,
voluntary disclosure is a free choice of management to provide
accounting information and other information beyond what is
required by the accounting standards or regulatory body regula-
tion. One of the voluntary disclosures is the disclosure of intellec-
tual capital. Intellectual capital disclosure is the disclosure of non-
physical capital or intangible or intangible capital related to hu-
man knowledge and experience as well as the technology used in
value creation.

Intellectual capital becomes a very valuable asset in modern busi-
nesses. The financial statements, as a result of the accounting pro-
cess, should be able to reflect the existence of intangible assets in

the form of intellectual capital and the amount of recognized val-  Research on intellectual capital disclosure is interesting in Indone-

ue. As a result, accountants are required to seek more detailed
information on matters related to the management of intellectual

sia because there is no standard guidance in measuring intellectual
capital. Disclosure of intellectual capital is a new thing that has
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not been applied by many companies in Indonesia6. In addition,
many of the mandatory disclosures required by the accounting
profession are related only to physical capital. Compulsory disclo-
sures related to physical capital are inadequate to the needs of the
user, thereby generating information gaps between users and man-
agement. As a result, disclosure of intellectual capital becomes an
important issue that should also be disclosed in the company's
annual report.

Factually, public companies in Indonesia are still low and less
thorough in disclosing information about the company's intellectu-
al capital. Research conducted by7 found that the average number
of attributes of intellectual capital disclosed in the annual report of
public companies in Indonesia is by 56%. While the results of
research conducted by 8 showed that the average level of intellec-
tual capital disclosure companies in Indonesia is only amounted to
34.5%.

The theory in accounting literature that related to intellectual capi-
tal disclosure is so called the agency theory 9. The core of agency
theory is the separation of functions between investor ownership
(principal) and control on the management (agent). This leads to a
conflict of interest and information asymmetries between the prin-
cipal and the agent that will increase agency costs 10.

One instrument that can be used by companies to control agency
costs is the implementation of corporate governance 9, 11. Ac-
cording to FCGI 12, corporate governance is a set of rules govern-
ing relationships between shareholders, managers of companies,
creditor parties, governments, employees, as well as other internal
and external stakeholders related to their rights and obligations or
in other words a system that controls company. The purpose of
corporate governance is to create added value for all interested
parties (stakeholders).

Many studies have proven that there is an influence between cor-
porate governance and intellectual capital disclosure. Companies
with good corporate governance have a high awareness to increase
the level of intellectual capital disclosure. The quality of corporate
governance in this study was measured by using a corporate gov-
ernance disclosure index developed from 13, 14.

This study adds firm size and leverage as the variables of affecting
intellectual capital disclosure. Based on agency theory, large com-
panies have higher agency costs than small firms 10. As a result,
large companies will reveal more information than small compa-
nies. 15, 16 found that firm size had a significant positive effect on
intellectual capital disclosure. The larger the size of the company,
the more disclosure of intellectual capital information published in
the annual report

Leverage is used to measure a company's ability to meet its long-
term liabilities and how much the company is financed with debt .
Agency theory predicts that firms with high leverage will reveal
more information as the cost of agency companies with such capi-
tal structures is higher. Firms with high leverage have an obliga-
tion to meet long term creditor information needed, so that the
company will provide information comprehensively beyond those
required by the standard concluded that leverage proved to have a
significant effect on intellectual capital disclosure.

Another theory that can be used to explain intellectual capital
disclosure is the signaling theory 5. Management seeks to disclose
information that investors consider highly desirable if the infor-
mation is good news, even though it is not required by the stand-
ards. Disclosure of the intellectual capital of the company is ex-
pected to provide a signal to investors about the prospects of the
company in the future.

Financial performance affects intellectual capital disclosure which
is supported by signaling theory. The high financial performance
is used to give credible cues that the company has the ability to
lower the cost of capital. A well-performing company will differ
in its disclosure compared to a poorly performing company by
voluntarily disclosing non-financial information including intel-
lectual capital 8.

The financial performance in this study used return on assets
(ROA) as a measurement of operating performance and earnings
per share (EPS) as a measure of market performance. ROA is used
to measure the company's ability to generate return on total assets.
18 while EPS is used to measure the amount of income earned per
share for shareholders 19. ROA and EPS are expected to provide a
good assessment for investors on the information of company's
performance.

Previous studies provide inconsistent conclusions about the effect
of financial performance on intellectual capital disclosure. Re-
search conducted by that companies with high financial perfor-
mance will increase the intellectual capital disclosure. On the oth-
er hand, research conducted by concluded that well- performing
companies will reduce intellectual capital disclosure compared to
poorly performing companies.

This research is important because there is no standard rules of
measurement and presentation of intellectual capital in Indonesia.
Although there are regulations governing intangible assets i.e.
PSAK No.19 (Revised 2000), but it does not regulate the meas-
urement and items of intellectual capital that are needed to be
disclosed in details. The condition is the concern and served as a
challenge for accountants to seek information on how to identify,
how to measure, and how to present intellectual capital 6.

The importance of presentation and disclosure of the company's
intellectual capital have prompted the authors to conduct research
on manufacturing companies listed in Indonesia Stock Exchange
in 2010 — 2015. Manufacturing companies are selected as a popu-
lation because these group of companies have different character-
istics with other industries and have the largest number of publicly
traded exchanges compared to other companies.

2. Literature Review

2.1 Theoretical Review

Agency theory is the foundation used to understand corporate
governance > 7 22, The concept of corporate governance arises as
an attempt to control or to overcome self-serving management
behaviors. One impact of corporate governance implementations
is the disclosure of information to stakeholders. Better quality of
corporate governance implementation will increase the disclosure
of information by the management of the company and increase
the funds invested by the investors 10, Disclosure of information is
mandatory and voluntary 15, One of the voluntary disclosures is
the disclosure of intellectual capital, i.e. disclosure of non-physical
capital or intangible capital related to human knowledge and expe-
rience as well as technology used in the creation of corporate val-
ue 18,

Agency theory can be used to explain the effect of firm size and
leverage on intellectual capital disclosure 23, In general, large-
sized companies will disclose more information than the smaller
companies. Based on agency theory, large companies have higher
agency costs than small firms 8. Large companies have large and
more stockholder numbers in the spotlight in the capital market, so
positive disclosure practices such as intellectual capital disclosure
are predicted to occur if companies seek to minimize political
costs. Meanwhile, firms with higher levels of leverage will dis-
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close more information because of the high cost of agency. The
company has an obligation to meet the long term creditor infor-
mation needed so that the company will provide information more
comprehensively beyond those required by the standard 13 14,

Based on signaling theory, a company with good performance will
be motivated to disclose information about its intangible assets
more on its annual report 2. More disclosures of the company's
intellectual capital are expected to provide a positive signal to
investors about the good prospects the company that will be
gained in the future .

The relationship between the quality of corporate governance,
firm size, leverage, and financial performance of intellectual capi-
tal disclosure can be illustrated in the theoretical framework as
shown in Figure 1 below.

Quality of Corporate
Governance (X1)

Firm Size (X2)

Leverage (X3) Disclosure of Intellectual

Capital (Y)

Return on Asset (X4)

Eamings Per Share (X5)

Fig.1: Model of Theoretical Framework

Hypothesis Development

The quality of corporate governance is the extent to which a com-
pany implements a corporate governance mechanism within its
enterprise. Some aspects to assess the quality of corporate govern-
ance based on research & 2 are:

a. Access to information. Accessing company information,
both financial and non-financial, is important to investors
and potential investors for decision making.

b.  The content of public information and disclosure. The prin-
ciple of transparency, responsibility, and accountability in
corporate governance can be realized through information
disclosure on corporate governance practices, future invest-
ment plans, compensation plans, as well as the actual effi-
ciency indicators achieved by the company.

c. The structure of the board of commissioners and directors.
Information related to the structure of the board of commis-
sioners and directors support the principles of transparency,
independency and accountability. Information on the size of
the board of commissioners and profiles of board members
including established committees reflect the quality of cor-
porate governance practices. The existence of independent
commissioners, profiles of board members and committees
of its formation such as audit committee, nomination com-

mittee, and remuneration committee, become the sources of
information to support independency.

d. Ownership structure and shareholder rights. Information
regarding the company's ownership structure and sharehold-
er rights illustrate the fulfillment of the principles of trans-
parency, equality, and fairness. Such information may in-
clude a description of the company's stock classes, the vot-
ing rights for each, and the disclosure of shareholder ratings,
including the percentage of ownership.

Better implementation of corporate governance will increase man-
agement disclosures about corporate management and funds in-
vested by investors. The company will voluntarily increase its
disclosure in order to protect investors and reduce agency conflicts.
Research conducted by 1% 2 concluded that the implementation of
corporate governance has a positive effect on intellectual capital
disclosure. Research by & 15 also resulted in the conclusion that
the implementation of corporate governance significantly influ-
ences intellectual capital disclosure.

Hi: The quality of corporate governance has a significant positive
effect on intellectual capital disclosure.

The firm size is a scale that describes the size of the company as
indicated by total assets, total sales, average selling rate, and aver-
age total assets. The greater the total asset, or the number of sales,
or the average selling rate, and the average total asset are, the
greater firm size is. Based on agency theory, large companies have
greater agency costs than small firms 28 that will reveal more in-
formation than small firms®Z, 15 16.23 have concluded that firm size
has a significant positive effect on intellectual capital disclosure.

H2: Company size has a significant positive effect on intellectual
capital disclosure.

Leverage shows the company's ability to meet long-term obliga-
tions and measures how much the company is financed with debt
27, According to 8, leverage is used to determine how much the
company's dependence on debt is used to finance the company's
operations. Agency theory predicts that firms with higher leverage
ratios will reveal more information because the agency costs are
higher with such capital structures. The study conducted by 28 2
has proven that leverage significantly affects intellectual capital
disclosure. Companies with high leverage will provide infor-
mation more comprehensively beyond those required by the
standards.

Has: Leverage has a significant positive effect on intellectual capi-
tal disclosure.

Based on signaling theory, firms with high profitability indicated
by high ROA, tend to disclose more broadly. Companies that gen-
erate high profits tend to conduct more extensive disclosures. Cor-
porate management wants to give a positive signal to investors
that the company is in a strong competitive position and shows
that the company is in good performance 2. Research of 2 con-
cluded that the level of corporate profitability, as measured by
ROA, gives significant effect on disclosure of intellectual capital
of the company.

Ha: Return on assets (ROA) have a significant positive effect on
intellectual capital disclosure.

Based on the signaling theory, companies that have a high EPS
will increase the disclosure because it is a positive signal that the
company has a good performance. Research conducted by 14 2
shows that financial performance as measured by EPS has a posi-
tive effect on intellectual capital disclosure.
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Hs: Earnings per share (EPS) has a significant positive effect on
intellectual capital disclosure.

3 Methodology

Research is a scientific curiosity or investigation which are orga-
nized, systematic, data-driven, critical, and objective, about a cer-
tain problem with the aim of obtaining answers or solutions. This
research is empirical explanatory verified research, and is cross
sectional. The population in the study are manufacturing compa-
nies listed on the Indonesia Stock Exchange from 2010 to 2015
which in total of 142 companies. Sample selections are based on
certain criteria (purposive random sampling), they are the com-
plete data required for analysis, and the financial statements are
presented consistently throughout the study period and denomi-
nated in rupiah. Based on sample selection criteria that have been
determined, the research sample is obtained as in table 1 below.

Tabel 1: Sample Selection Results.

search. The greater the standard deviation score than the average
is, the greater the sample or heterogeneous diversity will be. Oth-
erwise, if the standard deviation obtained is smaller than the aver-
age, then the sample is not diverse or homogeneous. The follow-
ing table 2 shows the results of descriptive statistical tests of 45
manufacturing companies that are being sampled.

Table 2: Descriptive Statistics

Sample Selection Criteria Amount
Number of companies listed on BEI until 2015 142
Companies are new listing (11)
Companies are delisted (6)
Number of companies whose financial data is incom- (29)
plete

Number of companies with financial data in foreign a7
currency

Number of companies that do not have the required data (34)
in research

Number of final samples 45
Total observations made during the 6 year study period 270

Source: Secondary data that have been processed (2016).

The data used in this research are secondary data obtained from
Indonesian Capital Market Directory (ICMD), www.idx.co.id and
other relevant sources of information.

3.1 Operationalization Of Research Variables

This study used 5 variables which are measured using measure-
ment instruments that are adopted from previous studies and have
been published in several research journals. The disclosure of
intellectual capital as dependent variable was measured using the
Intellectual Capital Disclosure Index developed by 2 of 78 items.
The method of measurement uses content analysis.

This study uses 5 independent variables of Corporate Governance
Quality, firm size, profitability, leverage, financial performance.
The quality of corporate governance is measured using a corporate
governance disclosure index developed from 232, The method of
measurement uses content analysis. The firm size is measured by
total assets®2. Leverage is measured by the debt equity ratio (DER),
dividing total debt and total equity 2. Financial performance used
two measures of return on assets (ROA) as operational perfor-
mance and earnings per share (EPS) as market performance. Re-
turn on assets (ROA) is measured by dividing net income by total
assets, while earnings per share (EPS) is measured by dividing net
income and number of shares outstanding®2.

4 Results and Findings
4.1 Descriptive Statistics

Descriptive statistic shows the total of data (N) that is used in this
research to determine the maximum value, minimum value, mean
and standard deviation. Standard deviation is used to find out how
much variation / difference of average data are related to this re-

Minim | Maxim Std.
N um um Mean Deviation
CG
Quality 270 4444 .8519 .613447 .1156943
Firm Size 7.8200 | 2.4543 9.79405E+ | 3.71495E+
270 0E+10 | 5E+14 12 13
Leverage 270 .0422 30.100 .518947 .3628235
ROA 270 -.2080 | .7151 .104574 .1218397
EPS 8.3100 | 1.7621 5.628184E | 1.8856961
270 E2 E4 2 E3
IC
Disclosure | 270 .1923 7179 459163 1137821
Valid N
(listwise) 270

Source: Data processed with SPSS version 19
4.2 Classical Assumption Testing

Classical assumption testing is performed before hypothesis test-
ing. This testing is important in the process of the multiple regres-
sions to convince that the data are reliable 32, Classical assumption
is taken from normality testing, multicollinearity testing, hetero-
scedasticity testing, and autocorrelation testing. The consideration
of the data as normal if the dots are spread out following the diag-
onal line. The data are assumed to be normal. Residual normality
test is also done through Kolmogorov-Smirnov test which can be
seen in Table 3.

Table 3: Result of Kolmogorov-Smirnov test

One-Sample Kolmogorov-Smirnov Test

Unstandardiz

ad Residual
N 249
Normal Parameters 20 Mean ,0000000
Std. Deviation 08553517
Most Extreme Absolute 075
Differences Posifive 034
Negative -075
Kolmogorov-Smimov Z 1,185
Asymp. Sig. (2-tailed) 120

a. Test distribution is Normal.

b. Calculated from data.

The residual of normality test in Table 3 above is shown by trans-
forming the data by natural logarithm (LN) of firm size because
based on the normality test, the data distribution are not normal.
Researchers also detect the presence of data outliers.2 stated that
data outliers are data which have unique characteristics that look
very different from other observations that appear in extreme form.
The remaining data after removing outlier data is 249. Table 3
above shows that the value of sig. > 0.05, i.e. 0.120 so it can be
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concluded that the disturbing or residual variable has been normal-
ly distributed.

Multicollinearity is indicated by comparing tolerance values and
VIF (Variance Inflation Factor) 32, VIF for corporate governance
quality (X1) is 1.325 with tolerance of 0.755. LN_ firm size (X2)
has a VIF 1.367 with a tolerance value of 0.732. Leverage (X3)
has a VIF 1.142 with a tolerance value of 0.876. Return on assets
(Xa4) has a VIF1.279 with a tolerance of 0.782, while earnings per
share (Xs) has a VIF 1.129 with a tolerance of 0.886. Each inde-
pendent variable has a VIF <10 and tolerance value> 0.10, so it
can be concluded that there are no symptoms of multicollinearity
among independent variables in the regression model.

Autocorrelation testing aims to test whether in a regression model,
there is a correlation between errors factor in a period with errors
factor in prior periods. Basis for making decision, whether auto-
correlation exist or not, could be seen from the value of Durbin
Watson (DW) that should not be less than -2 and should not be
more than 2 (-2<DW<2) %2, Based on the test, it can be found that
the value of Durbin Watson is 1,826. Since the DW value of 1.826
is greater than the upper limit of (du) 1,770 and less than 4-du (4-

1.770 = 2,230), it can be concluded that there is no autocorrelation.

Heteroscedasticity is detected by looking at the plot graph be-
tween the predicted values of the dependent variable (ZPRED)
with the residual SRESID 24, From Figure 2 below, it is seen that
there is no clear pattern and the points are spread randomly above
and below the zero on the Y axis. It can be concluded that there is
no heteroscedasticity in the regression model.

Scatterplot

Dependent Variable: IC Disclosure
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Table 4: Results of Multiple Linear Regression Analysis
Unstandardized | Standardized
Coefficients Coefficients
Std.
Model B Error Beta t Sig.
1 =
(Constant) | 310 | 094 3.295 | .001
CG Quali-
ty 444 .053 451 8.359 | .000
LN_Firm
Size .018 .004 .263 4.813 | .000
Leverage | o1 | o016 | -162 3.239 | .001
ROA 122 .049 .130 2465 | .014
EPS .001 .000 .109 2.187 | .030
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Fig.2: Results of Heteroscedasticity Test with Scatterplot.
4.3 Hypothesis Testing

To test the hypothesis, multiple linear regression method, the coef-
ficient of determination (R2), and the test of significance of indi-
vidual /partial parameters (t statistic test) are used (Gozhali, 2016).
Results of Multiple Linear Regression Analysis can be seen in
table 4.

a. Dependent Variable: IC Disclosure

From statistical data processing, we get multiple linear re-
gression equation as follows:

Y = a+ biX1 + b2Xo + baXz + baXs + bsXs + €

Y =-0.310 + 0.444X1 + 0.018X2 - 0.051Xs + 0.122X4 + 0.001 Xs
te

The coefficient of determination (R2) is used to measure how far
the model is capable of explaining the variation of independent
variables simultaneously to the dependent variable 8. The value of
adjusted R Square is 0.411. This means that 41.1% variations in
intellectual capital disclosure variables are influenced by the five
independent variables of corporate governance quality, firm size,
leverage, return on assets, and earnings per share.

Statistical test F (F test) is conducted to test the feasibility of the
model whether the model used is significant or not 3, The criteri-
on for decision making is when the value of sig. is smaller than the
degree of significance (a0 = 0.05), then the regression equation
obtained is reliable and feasible to use. The result of the data pro-
cessing shows the value of F is equal to 38.506 and sig. 0.000 (sig
0,000 <0,05). This means that the regression equation obtained is
reliable or the model used is feasible.

Statistical test t is done to find out how big the influence of each
independent variable to dependent variable 2. The default is to
compare the value of significance produced with a 0.05 and to
compare t value with t table. The test results can be seen in table 4.

Based on the results of processed statistical data in Table above,
the coefficient of corporate governance quality significant is at
0.000 <o 0.05 and t value > t table is 8.359> 1.6505. The firm size
has sig value. 0.000 <a 0.05 and t count> t table is 4.813> 1.6505.
The leverage variable has a sig value. 0.001 <o 0.05 and the value
of t arithmetic <t table is -3.239 <1.6505. The variable return on
assets has a sig value. 0.014 <a 0.05 and the value of t arithmetic>
t table ie 2.465> 1.6505. This shows that corporate governance
quality, firm size, return on assets, and earnings per share, have a
significant positive effect on intellectual capital disclosure while
the leverage has a significant negative effect on intellectual capital
disclosure.

4.4 Discussion of Hypothesis Test Results.

4.4.1 The Influence of The Quality Of Corporate Governance
On Intellectual Capital Disclosure.

Based on the results of statistical analysis in this study, it is found
that the first hypothesis (H1) is accepted. The results of data pro-
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cessing concluded that the quality of corporate governance has a
positive significant influence on the disclosure of intellectual capi-
tal. This means that the relationship between the qualities of cor-
porate governance is in line with the disclosure of intellectual
capital. Higher quality of corporate governance will increase the
intellectual capital disclosure.

The results of this study are consistent with research conducted by
11,34 They found that the quality of corporate governance had a
positive effect on intellectual capital disclosure. Research con-

The results of this study support the agency theory. Companies
with good corporate governance quality can work to reduce or
decrease agency costs by increasing voluntary disclosure, one of
which is intellectual capital disclosureS. The better the quality of
corporate governance is, the more it will increase the awareness of
the management to reveal more information that is not required by

442  Effect Of Firm Size On Intellectual Capital Disclo-

sure

The results of statistical processing concluded that firm size has a
significant positive influence on intellectual capital disclosure.
This means that the relationship between firm sizes is in the same
direction as intellectual capital disclosure. The larger the size of
the company is, the more it will increase intellectual capital dis-
closure. The results of this study are consistent with the research
of 12 15 which concluded that firm size had a significant positive
effect on intellectual capital disclosure. The results of the study
are also consistent with the overseas research conducted by 26

This research supports agency theory where large companies have
bigger agency costs than smaller ones thus this will reveal more
information if to be compared with smaller companies &. The rea-
son big companies reveal more information than small companies
is that namely: bigger companies are more likely to have lower
information production costs than small companies. Large corpo-
rations have a wide range of ownership that reveal more infor-
mation because of the demands of shareholders. Large companies
are enable to recruit highly qualified human resources needed to
implement sophisticated reporting systems, while smaller compa-
nies are worried by more and more disclosure may jeopardize the
company's competitive potential.

443  Effect Of Leverage On Intellectual Capital Disclo-

sure

Based on the results of statistical analysis in this study, it is found
that the third hypothesis (H3) is rejected. The results of data pro-
cessing can be concluded that leverage has a significant negative
effect on the disclosure of intellectual capital. The results of this
study are not consistent with agency theory told by8. Agency theo-
ry predicts that firms with higher leverage ratios will reveal more
information because agency costs with such capital structures are
higher. Additional information is needed to dispel the doubt of
bondholders against the fulfillment of their rights as creditors.

The results of this study are different from those of & 28 which
concluded that leverage has a positive effect on intellectual capital
disclosure. However, this study supports the research of 22 which
concluded that leverage has a significant negative impact on intel-
lectual capital disclosure rates.

Leverage affects intellectual capital disclosure negatively because
both creditors and investors are less attentive to the quality of
corporate leverage. Companies which have higher debts indicated
that the company gains higher trust, so management assumes no

need to expand the disclosure of information regarding intellectual
capital.

4.4.4 Effect Of Return On Assets (ROA) On Intellectual Capi-
tal Disclosure

The results of data processing concluded that ROA has a signifi-
cant positive influence on intellectual capital disclosure. The
greater the ROA, the more it will increase intellectual capital dis-
closure.

This research is in line with the research of! which concludes that
the level of profitability of the company as measured by ROA has
a significant effect on the level of intellectual capital disclosure of
the company.

The results of this study support the signaling theory that firms
with high profitability which tend to disclose more information.
The company's management wants to give a positive signal of
good news to investors that the company is positioned in a strong
competitiveness and shows that the company's performance is
good 5.

4.4.5 The Effect Of Earnings Per Share (EPS) On Intellectual
Capital Disclosure.

The results of data processing conclude that the EPS has a positive
significant effect on the disclosure of intellectual capital. The big-
ger the EPS is, the more it will increase intellectual capital disclo-
sure. The results of this study is supported by?: 2 research. The
study shows that financial performance as measured by EPS has a
positive effect on intellectual capital disclosure.

This study supports signaling theory because companies with high
EPS will increase voluntary disclosure significantly. The goal is to
give a positive signal that the company has a good performance

and has the ability to distribute revenue earned to its shareholders
19

5. Conclusion

From the results of multiple linear regression testing, it can be
concluded that: the quality of corporate governance, firm size,
return on assets (ROA), and earnings per share (EPS) have a sig-
nificant positive effect on intellectual capital disclosure. This indi-
cates that the better the quality of corporate governance, the larger
the size of the company, the higher the performance indicated by
the higher return on assets (ROA) and earnings per share (EPS) in
the company, it will further encourage management to reveal more
information about intellectual capital voluntarily. Otherwise, lev-
erage has a significant negative effect on the disclosure of intellec-
tual capital. This shows that the higher the leverage, it will reduce
the level of disclosure of intellectual capital.

5.1 Limitations of Research

The population in this study only sampled manufacturing compa-
nies, so the results cannot be generalized to all companies. Then
the ability of independent variables affecting the dependent varia-
ble is quite small, shown by Adjusted R2 of 41.1%. This means
that other variables that are not used in this study have a greater
influence on the disclosure of intellectual capital which is 58.9%.
Data were collected by content analysis in which researchers’
subjectivity cannot be ignored.
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5.2 Suggestions

For further research, it is expected to use other variables suspected
to influence intellectual capital disclosure such as type of indus-
tries and age of companies. Content analysis is also corroborated
by overall observation as a validation of the index that has been
analyzed previously.

For academic purpose, the results of this study should be able to
add information, contribution of thought, and study in building
theory related to subjects which related to variables in this re-
search, such as good corporate governance, accounting theory, and
financial management.

For the management of the company, it is expected to improve the
disclosure of intellectual capital voluntarily as an added value for
the company.

For investors, disclosure of intellectual capital in companies in
Indonesia cannot be one factor that helps investors to consider in
investing. Investors are more likely to see non-financial indicators
such as disclosure without ignoring the fundamental side of the
company itself. As for the government, the problem in this study
opens the opportunity for policy makers to establish rules on the
importance of intellectual capital information, so that regulation is
needed on how to recognize, to measure, and to reveal intellectual
capital.
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