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ARTICLE INFO ABSTRACT

This research aims to examine and describe the relationship between profitability, lever-
age, foreign ownership, and government ownership on intellectual capital disclosure
moderated by firm age. The population in this study is financial companies listed on
the Indonesian Stock Exchange in 2017-2018. The sample selection uses the purposive
sampling technique, which produced 81 companies and 162 units of analysis. Data col-
lection using documentation techniques. Descriptive statistical analysis and moderation
regression analysis were used to analyze data. The results showed that leverage and for-
eign ownership have a significant positive effect on intellectual capital disclosure, while
profitability and government ownership do not affect intellectual capital disclosure. The
result of the absolute difference test showed that firm age is able to moderate the effect
of profitability and government ownership on intellectual capital disclosure but is not
able to moderate the effect of leverage and foreign ownership. The findings prove highly
leveraged companies and high foreign ownership encourage companies to disclose in-
tellectual capital. Firm age weakens the effect of profitability and government owner-
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INTRODUCTION

Business competition is getting tougher with the
advancement of science and technology. Business actors
must find ways to keep the company alive. Sawarjuwo-
no & Kadir (2003) mentioned that the company’s strate-
gy has changed from a workforce-oriented company to a
knowledge-oriented company. This requires companies
to disseminate information and data more widely.

In addition to the disclosure of financial infor-
mation, the disclosure of non-financial information is
also required. Firm value will increase with the disclos-
ure of non-financial information. The non-financial in-
formation can be used by stakeholders in making deci-
sions. Intellectual capital disclosure is one form of the
disclosure of non-financial information.

Khafid & Alifia (2018) stated that intellectual
capital is an intangible asset. Intellectual capital disclos-
ure is a voluntary disclosure because there are no rules
that regulate the obligation to carry out intellectual capi-
tal disclosure. Intellectual capital disclosure can be used
to minimize information asymmetry while providing
benefits for the company such as lower cost of capital,
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reduced debt levels, positive image, investor trust, and
increased relevance of financial statements (Bruggen et
al., 2009).

Intellectual property rights have a great contri-
bution to the company. However, the development of
intellectual property rights has not yet become a concern
for business people (Issetiabudi, 2018). In addition, bu-
siness people have not paid attention to the disclosure of
intellectual capital. In fact, the disclosure of intellectual
capital is a concern of stakeholders. Intellectual capital
disclosure in financial companies in Indonesia is low.
The data from previous research regarding the level of
Intellectual Capital Disclosure (ICD) are briefly descri-
bed in Table 1.

Various factors that influence the disclosure of in-
tellectual capital have been examined by several previo-
us researchers but still show inconsistent results. Studies
conducted by Utama & Khafid (2015) and Pujiati & Wa-
hyudin (2018) prove that profitability has a positive ef-
fect on ICD. Novrian et al. (2020) proved that profitabi-
lity has a negative effect on ICD. Meanwhile, Leonard &
Trisnawati (2015) and Asfahani (2017) found evidence
that profitability does not affect ICD. Utama & Khafid
(2015) and Zuliyati & Wahyuningrum (2018) showed
that Leverage positively affects ICD, while Barokah &
Fachrurrozie (2019) proved that leverage has a negative
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Table 1. ICD Level

Researcher and Research

Year Sector  ICD Level
Aisyah & Sudarno (2014) Finance 29.60%
Ningsih & Laksito (2014) Finance 26.27%
Priyanti & Wahyudin (2015) Banking 30.00%
Utama & Khafid (2015) Banking 36.38%
Khafid & Alifia (2018) Finance 32.75%

Source: Secondary data processed, 2020

effect on the ICD. Different from Whiting & Woodcock
(2011) and Isnalita & Romadhon (2018) who showed
that leverage does not affect ICD.

Research conducted by Khafid & Alifia (2018)
and Zuliyati & Wahyuningrum (2018) mention that
foreign ownership affects the ICD positively. However,
Utama & Khafid (2015) proved that foreign ownership
does not affect the ICD. Asfahani (2017) and Khafid &
Alifia (2018) proved that government ownership affects
the ICD. Whereas, Utama & Khafid (2015) and Al-Sar-
tawi (2018) found evidence that government ownership
does not affect the ICD. The independent variables stu-
died in this study are profitability, leverage, foreign ow-
nership, and government ownership because there are
still inconsistent results in the previous studies.

This research intends to analyze the effect of pro-
fitability, leverage, foreign ownership, and government
ownership on intellectual capital disclosure with firm
age as the moderating variable. The addition of a mo-
derating variable is due to inconsistent results in the pre-
vious studies. The moderating variable presented is firm
age, this is supported by the research of Lina (2013), Re-
ditha & Mayangsari (2016), Anismadiyah (2018), and
Mukhibad & Setyawati (2019) which conclude that firm
age has a strong enough effect in determining the level
of ICD. Based on these findings, it is assumed that firm
age can be used as a moderating variable. This research
aims to examine and describe the role of firm age as a
moderator of the relationship between profitability, leve-
rage, foreign ownership, and government ownership on
intellectual capital disclosure.

This research applies agency theory, signal the-
ory, and stakeholder theory. Agency theory explains
the agency relationship between agents and principals
(Jensen & Meckling, 1976). The signal theory states that
companies that have good performance will disclose
their information to share positive signals to the mar-
ket (Spence, 1973). Stakeholder theory states that the
purpose of establishing a company is for the benefit of
several parties such as stakeholders, not only for the be-
nefit of the company. The company’s responsibility is
not only to shareholders but also to other stakeholders.

Profitability can be used as a reflection of the
company’s long-term financial strength (Leonard &
Trisnawati, 2015). The high profitability of the compa-
ny indicates good corporate condition and performance.
Based on the signal theory, companies with good perfor-
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mance will share their information to attract investors,
society, government, and other stakeholders. Compa-
nies with high profitability tend to carry out intellectual
capital disclosure. Ousama et al. (2012) and Susanto et
al. (2019) provided evidence that there is a positive effect
of profitability on intellectual capital disclosure.

H,: Profitability has a significant positive effect on In-
tellectual Capital Disclosure

Leverage is a financing activity that comes from
debt. Companies with high leverage will try their best to
improve their performance. This performance improve-
ment is aimed at increasing the company’s capabilities in
an effort to increase investor trust that the company can
pay off its debts. The effect of leverage on intellectual
capital disclosure can be explained using agency theory.

Companies whose capital structure comes from
debt will bear higher agency costs (Asfahani, 2017).
Agency costs can be reduced by increasing information
disclosure along with a high level of leverage (Utama
& Khafid, 2015). One of the information that needs to
be disclosed is information related to intellectual capi-
tal. White et al. (2007), Priyanti & Wahyudin (2015),
and Zuliyati & Wahyuningrum (2018) found evidence
that leverage has a positive effect on intellectual capital
disclosure.

H,: Leverage has a significant positive effect on intel-
lectual capital disclosure

Foreign ownership is the percentage of share ow-
nership owned by foreign parties. Agency theory exp-
lains that the presence of foreign ownership is useful in
supervising management. It can minimize agency prob-
lems between shareholders and managers. The existence
of foreign ownership can be used to monitor manage-
ment (Saleh et al., 2009). High foreign ownership can
reduce conflicts of interest because managers will be
motivated to increase information disclosure regarding
intellectual capital with the reason of obtaining higher
incentives.

The relationship between foreign ownership
and intellectual capital disclosure can be explained
using signal theory. In accordance with signal theory,
information transparency can provide positive signals
to investors. Thus, foreign investors are interested in in-
vesting more funds in the company. Research conducted
by Aisyah & Sudarno (2014), Khafid & Alifia (2018),
and Zuliyati & Wahyuningrum (2018) prove that foreign
ownership has a significant positive effect on intellectual
capital disclosure.

H,: Foreign ownership has a significant positive effect
on intellectual capital disclosure

Government ownership is the percentage of share
ownership owned by the government. High government
ownership requires companies to increase information
transparency. The relationship between government
ownership and intellectual capital disclosure can be exp-
lained by signal theory. The company will give a positive
signal to the government that the company is managed
based on the principles of good corporate governance
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and government policies through the disclosure of infor-
mation regarding intellectual capital. Gan et al., (2013),
Aisyah & Sudarno (2014), Khafid & Alifia (2018) exp-
lained that government ownership has a positive effect
on intellectual capital disclosure.

H,: Government ownership has a significant positive
effect on intellectual capital disclosure

The existence of high profits obtained by the com-
pany allows the company to carry out detailed informa-
tion disclosures including the disclosure of intellectual
capital information. Based on the signal theory, the
company will convey its information as a positive signal
to the market. With high profitability, it is expected that
the company can be going concern so that investors trust
the company. Companies that have been listed for a long
time have a good ability to generate profits so that they
are able to survive. Based on the stakeholder theory, the
company will try to meet the needs of stakeholders who
have a big effect on the company. Companies with the
ability to earn high profits in companies that have been
listed for a long time will carry out wider intellectual
capital disclosures.

H,: Firm age is able to significantly moderate the ef-
fect of profitability on intellectual capital disclo-
sure

Companies whose capital structure comes from
debt generally bear higher agency costs (Asfahani, 2017).
The high agency costs are caused by the high risks that
may occur. Companies that have been listed on the IDX
for a long time are easier to get loans from creditors be-
cause older companies have proven survivability. The
information presented by the company is considered by
creditors, including intellectual capital information. Re-
ferring to the stakeholder theory, companies will try to
meet the needs of stakeholders through wider informa-
tion disclosure, including intellectual capital disclosure.
Companies that have high leverage and high listing age
will carry out wider intellectual capital disclosures.

H,: Firm age is able to significantly moderate the ef-
fect of leverage on intellectual capital disclosure

Foreign investors have high expectations of com-
panies for their invested capital. This causes foreign in-
vestors to carry out optimal monitoring of management
performance. The higher the foreign ownership in the
company, the higher the agency costs. Agency theory
states that differences in interests lead to conflict and
information asymmetry. Firm age reflects how long the
company’s business can last (Meizaroh & Lucyanda,
2012). Foreign investors will be interested in investing
their capital in companies that have a high listing age.
Based on the stakeholder theory, companies will try to
meet the needs of stakeholders through wider informati-
on disclosure, including intellectual capital information.
High foreign ownership in companies that have been
listed for a long time will increase intellectual capital
disclosure.

H.: Firm age is able to significantly moderate the ef-
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Table 2. Research Sampling Procedure
No Criteria Beyond Total
Criteria
Total financial compa- 85
nies listed on the IDX
during the 2017-2018
period.
1 Financial companies 0 85
that consistently publish
annual reports during
the study period.
2 Financial companies 2 83
that present the data
needed in research
Total sample companies 83
Research Year 2
Total research data 166
Outlier data 4
Total analysis units 162

Source: Secondary data processed, 2020

fect of foreign ownership on intellectual capital
disclosure

Companies with one of the capital structures de-
rived from government ownership must align company
policies with government interests. The government
will indirectly put pressure on the company so that the
company is managed in accordance with the principles
of good corporate governance so that the government’s
goals are achieved. Companies that have a high listing
age are considered to have experience in reporting. The
company understands what information stakeholders
need. The government will have more trust in compa-
nies that have a long listing so that the government will
be interested in investing in companies. Based on the
stakeholder theory, companies will try to meet the needs
of stakeholders by disclosing the information they need,
including intellectual capital information.

H,: Firm age is able to significantly moderate the ef-
fect of government ownership on intellectual cap-
ital disclosure

RESEARCH METHODS

This research belonged to the category of quan-
titative research. The data used were secondary data
in the form of annual reports. The population in this
research were financial companies listed on the IDX
during 2017-2018. The purposive sampling method was
applied as a sampling technique and resulted in 162 ana-
lysis units. The criteria for determining the sample were
determined through the purposive sampling technique
shown in table 2.

The dependent variable used in this research was
intellectual capital disclosure. Meanwhile, the indepen-
dent variables consisted of profitability, leverage, foreign
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Table 3. Operational Definition of Research Variables

Name of Variables

Operational Definition

Measurement

Intellectual Capital The amount of intellectual capital information pre-

Number of items disclosed / 36 x
100%

(Ulum, 2015)
Net profit /total asset

(Lina, 2013).

Disclosure (ICD) sented by the company in the annual report (Ulum,
2015).

Profitability (ROA) Management performance measures in managing
company assets to earn profits (Lina, 2013).

Leverage (DAR) The number of company assets financed by debt

(Utama & Khafid, 2015).

Foreign Ownership

(FOROWN) company.

(Khafid & Alifia, 2018).

Government Own-

ership (GOVOWN) pany (Khafid & Alifia, 2018).

Firm Age (AGE)
world (Lina, 2013).

Total share ownership by foreign investors in a

Total shareholdings by the government in a com-

How long has the company existed in the business

Total liabilities/total assets

(Utama & Khafid, 2015).

Percentage of total shares owned
by foreign investors/total shares
(Khafid & Alifia, 2018).

Percentage of total shares owned
by the government/total shares
(Khafid & Alifia, 2018).

Since the company was listed on
the IDX until the year of re-
search (Anismadiyah).

Source: Processed secondary data, 2020

ownership, and government ownership. Firm age was
used as a moderating variable. Table 3. Displays opera-
tional definition of research variables.

Secondary data were used in this research through
documentation techniques. The data were taken from
the annual reports published by the IDX and compa-
nies. The data analysis technique used descriptive sta-
tistical analysis, classical assumption test, and moderate
regression analysis test. The regression analysis test used
the absolute difference value so that the data value was

Table 4. Hypothesis test results

converted to a standard value (Z score). Hypothesis tes-
ting was determined with a significance level of 5%. The
moderation regression model can be seen in equation 1.

RESULTS AND DISCUSSION

The result of the descriptive statistical test shows
that the average ICD of financial companies during
the year of observation is classified as moderate, na-
mely 47.2%. The average profitability shows a value of
15.09%. Leverage has a fairly high average of 68.09%.

Hypothesis B Sign o Result

H, Profitability has a significant positive effect on intellectual capital 0.061 0.054 0.05 Rejected
disclosure

H,  Leverage has a significant positive effect on intellectual capital dis- 0.061 0.000 0.05 Accepted
closure

H,  Foreign ownership has a significant positive effect on intellectual 0.020 0.007 0.05 Accepted
capital disclosure

H, Government ownership has a significant positive effect on intel- -0.039 0.147 0.05 Rejected
lectual capital disclosure

H,  Firm age significantly moderates the effect of profitability on intel- -0.070 0.022 0.05 Accepted
lectual capital disclosure

H,  Firm age significantly moderates the effect of leverage on intellec- 0.004 0.645 0.05 Rejected
tual capital disclosure

H,  Firm age significantly moderates the effect of foreign ownership on 0.003 0.742 0.05 Rejected
intellectual capital disclosure

H,  Firm age significantly moderates the effect of government owner- 0.078 0.007 0.05 Accepted

ship on intellectual capital disclosure

Source: Secondary data processed, 2020
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ICD = a + 1 ROA + B2 DAR + 33 FOROWN + f4
GOVOWN + B5|ROA— AGE| + B6|DAR— AGE| + 7]
FOROWN — AGE| + B8|GOVOWN —AGE| + e ....(1)

Foreign ownership has an average of 29.9% and govern-
ment ownership has an average of 04.96%. Meanwhile,
the average firm age is 15.6 years.

The classical assumption test consists of a norma-
lity test. The normality test in this research used a one-
sample Kolmogorov-Smirnov which resulted in a value
of 0.075 (0.075>0.05). Thus, it means the research data
are normally distributed. In the multicollinearity test, it
is known that the tolerance value of all variables is >
0.10 and the VIF value is <10. The regression model
in this research is free from multicollinearity. Then, the
autocorrelation test with the Durbin-Wattson test has a
DW value of 1,987. The DW value lies between the va-
lues of dU and 4-dU (1.8070 < 1.987 < 2.193) so that
it can be concluded that it is free from autocorrelation.
The heteroscedasticity testing uses the glacier test which
produces a significance value for all variables > 0.05,
which means the regression model is free from heteros-
cedasticity symptoms.

The value of adjusted R2 on the coefficient of
determination test is 0.525. This means that there is an
effect of 52.5% of the variation of profitability, leverage,
foreign ownership, government ownership, and firm age
moderating variable on intellectual capital disclosure.
Other variables outside this research have an effect of
47.5%. Table 4. Displays a summary of the hypothesis
testing result.

Based on the hypothesis test, it can be written in
the form of equation 2.

The Effect of Profitability on Intellectual Capital Dis-
closure

Profitability is proved unable to affect intellectual
capital disclosure. The result of this study is not able to
verify the signal theory. The company assumes that when
the company is able to obtain high profits, it means that
the company’s performance is good so that more exten-
sive information disclosure is not needed. The cost to be
borne by the company will increase with the existence
of intellectual capital disclosure (Setianto & Purwanto,
2014). In addition, extensive information disclosure will
ease competitors to imitate the company’s strategy in
achieving competitive advantages (Isnalita & Romad-
hon, 2018). The finding of this research is in accordance
with the research conducted by Ferreira et al. (2012),
Asfahani (2017), Naimah & Mukti (2019), and Sitorus
et al. (2020) which prove that profitability does not affect
intellectual capital disclosure.

The Effect of Leverage on Intellectual Capital Disclo-
sure

This study proves the significant positive effect
of leverage on intellectual capital disclosure. The result
is in line with agency theory. Agency theory states that
high leverage will result in high agency costs. Reducing
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agency costs can be done through intellectual capital
disclosure. Creditors pay more attention to companies
with high leverage to ensure that companies keep debt
agreements (Setianto & Purwanto, 2014). External par-
ties have very limited information about the company.
‘Whereas external parties such as creditors need adequa-
te information to decide whether to lend their capital
to the company or not. This research is in line with the
research conducted by Haji & Ghazali (2013), Asfahani
(2017), and Zuliyati & Wahyuningrum (2018).

The Effect of Foreign Ownership on Intellectual Cap-
ital Disclosure

There is a significant positive effect between fo-
reign ownership and intellectual capital disclosure. The
result supports the agency theory that has been described
in the hypothesis development. Agency conflicts can be
minimized with the role of foreign investors. Foreign
ownership has an important effect on monitoring mana-
gement. High foreign ownership can reduce conflicts of
interest because managers will be motivated to increase
information disclosure about intellectual capital to ob-
tain higher incentives. The signal theory is also able to
explain the relationship of foreign ownership with in-
tellectual capital disclosure. Based on the signal theory,
more transparent information disclosure is able to share
a positive signal to investors so that foreign investors will
increase their investment in the company. This research
is in line with the research results of Aisyah & Sudar-
no (2014), Muttakin et al.(2015), and Khafid & Alifia
(2018).

The Effect of Government Ownership on Intellectual
Capital Disclosure

Government ownership does not affect intellectu-
al capital disclosure. This rejects the signal theory that
has been described in the hypothesis development. High
government ownership does not guarantee for manage-
ment to disclose higher intellectual capital. Considering
that until now there is no rule regarding the obligation to
disclose intellectual capital. ICD is still voluntary when
widely disclosed it will add to the company’s costs. This
result is in line with Utama & Khafid (2015) and Alfraih
(2017) who stated that government ownership does not
affect intellectual capital disclosure

The Effect of Profitability on Intellectual Capital Dis-
closure with Firm Age as Moderating

The stakeholder theory used as a reference is able
to explain the effect of profitability on intellectual capi-
tal disclosure moderated by firm age. The result can be
interpreted that firm age is able to moderate the effect of
profitability on intellectual capital disclosure. The com-
panies need to determine the relevance of the ICD to
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stakeholders. Too extensive information disclosure will
ease competitors to find the company’s strategy. Com-
panies that have long been listed on the IDX will redu-
ce activities that do not have a significant effect on the
companies, including information related to intellectual
capital. The disclosure of information must be carried
out carefully and in accordance with the needs of stake-
holders. This can be a reason for companies to reduce
intellectual capital disclosure.

The Effect of Leverage on Intellectual Capital Disclo-
sure with Firm Age as a Moderating

Firm age is not able to moderate the effect of le-
verage on intellectual capital disclosure. The result of
this research is not in accordance with the stakeholder
theory. The reason is that a company with a high level
of leverage means that the company obtains loan funds
from creditors in large amounts. This makes the com-
pany has the obligation to meet the information needs
of stakeholders, especially creditors. Creditors want to
make sure that the funds borrowed can be paid accor-
ding to the time specified. So that with high leverage,
both in companies that have been listing for a long time
or those that have just been listed, it does not affect the
level of intellectual capital disclosure because compa-
nies think that ICD is to gain creditors’ trust.

The Effect of Foreign Ownership on Intellectual Cap-
ital Disclosure with Firm Age as a Moderating

The research result shows that firm age fails to
moderate the effect of foreign ownership on the disclos-
ure of intellectual capital. The finding of this research
is not able to verify the stakeholder theory. The reason
that firm age is not able to be a moderating variable bet-
ween foreign ownership and intellectual capital disclos-
ure is that companies with an older listing age do not
always disclose intellectual capital more broadly. Com-
panies with an older listing age have a lot of experience
in publishing annual reports but this does not affect the
company’s awareness of disclosing intellectual capital
(Meizaroh & Lucyanda, 2012). In addition, the exis-
tence of foreign ownership can also cause information
asymmetry due to geographical and language barriers
(Zuliyati & Wahyuningrum, 2018). One way to reduce
this asymmetry is to disclose intellectual capital. Thus,
through high foreign ownership, both in companies with
high listing age and low listing age, it does not affect the
level of intellectual capital disclosure.

The Effect of Government Ownership on Intellectual
Capital Disclosure with Firm Age as a Moderating

Stakeholder theory is able to explain the effect of
government ownership on intellectual capital disclosure
with firm age as moderating. This means that firm age is
able to moderate the relationship between government
ownership and intellectual capital disclosure. Referring
to the stakeholder theory, the company will try to reali-
ze the expectations of stakeholders who have a big ef-
fect on the company. In relation to intellectual capital
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disclosure, companies that have long been listed on the
IDX will carry out wider intellectual capital disclosures.
One of the motivations in disclosing intellectual capital
is to attract investors (government) to invest more capi-
tal in the company. Companies with government owner-
ship in companies that have been listed for a long time
tend to carry out higher intellectual capital disclosures.

CONCLUSIONS

Referring to these findings, it can be concluded
that when companies have high leverage and high fo-
reign ownership, it will trigger the companies to carry
out intellectual capital disclosure as an effort to gain
creditors’ trust and fulfill investor information. Firm age
can moderate the effect of profitability and government
ownership because when profitability is high, compa-
nies with high listing age will reduce the disclosure of
intellectual capital because the information owned must
be disclosed carefully, while companies with high go-
vernment ownership in companies with high age will
disclose higher intellectual capital because it is to meet
the information needs of investors (government). Me-
anwhile, profitability and government ownership do not
affect the disclosure of intellectual capital. This condi-
tion is because the disclosure of intellectual capital will
increase costs, even though there is no government regu-
lation that requires intellectual capital disclosure. Firm
age is not able to moderate the effect of leverage and
foreign ownership because companies with high levera-
ge and foreign ownership in high and low-age compa-
nies tend to disclose intellectual capital. The object of
this research is only carried out on financial companies,
so it cannot be generalized to non-financial companies.
Due to time constraints, the authors use content analy-
sis techniques so that there is a researcher’s subjectivity.
The next research is expected to be able to apply other
techniques to produce more objective data related to the
ICD level.
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