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Abstract

Currently, competitive advantage has shifted from traditional to intellectual capital in the
contemporary business world. Therefore, measuring, managing, and reporting intellectual capital are
essential in business entities. Intellectual capital disclosure will help stakeholders to understand the
company better. This research examines the nexus of shareholding structure on intellectual capital
disclosure. Shareholding structure consiffJof management, institutions, government, and foreigners.
Furthermore, tis research investigate the moderatifg) role of audit committee quality in this
relationship. this relationship. The population consists of banking firms listed on the Indonesian Stock
Exchange in 2016-2020. Selection of samples employing purposive sampling method obtained 159
observations. The output of hypothesis testing using moderated regression analysis (MRA) show that
managerial and institutional ownership negatively @pacts disclosure of intellectual capital.
Government and foreign ownerships have no impact on disclosure of intellectual capital. Meanwhile,
empirical evidence shows that audit committee quality is a moderating variable. Our findings suggest
that the share ownership structure in banking companies, which a quality audit committee supports,
can promote management to disclose intellectual capital information mdZ® broadly. Based on these
findings, the audit committee has an absolutely necessary in escalating the disclosure of the firm's
intellectual capital.
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1. Introduction

Several characteristics inherent in companies which operating in a competitive global
environment. These characteristics include basing more ofh knowledge-based economy (Olander et
al., 2015); paying more attention to intangible resources (Corvino et al., 2019), social responsibility
and corporate divernance (Barrena-Martinez et al., 2019); facing increasing demand for infd@nation
by the market, organizations, users, suppliers and other stakeholders (Abhayawansa, 2014; Corvino
et al., 2019; Edvinsson, 2013; Tejedo-Romero & Araujo, 2021); and considering intellectual capital
as an intangible resource that is essential to organizational success. Intellectual capital creates benefit
and provides competing superiority for companies and considering intellectual capital as an intangible
resource that is essential to organizational success. Intellectual ¢pital creates benefit and provides
competing superiority for companies (Maharani & Faisal, 2019; Mention & Bontis, 2013). Because
of its dynamically changing essence, making intellectual capital as the main mechanism for




companies to win the competition (Jordao & Almeida, 2017; Widiatmoko et al., 2020).

Intellectual capital can create corporate value via the power of information systems, mastery
of technology, employee competence, customer loyalty, and other similar assets (Tejedo-Romero &
Araujo, 2021). The intellectual capital of a company should be disclosed to stakeholders, since
disclosure is an essential factor in an efficient bursa (Healy & Palepu, 2001). One of the advantages
of companies disclosing intellectual capital information is reducing asymmetry (Johanson, 2003;
Salvi et al., 2020). Separation of functions between management and principal results in an agency
problem called information inequality (Mamun & Aktar, 2020). Therefore, the shareholders strive to
obtain credible and timely inh'lation to make the right decisions and protect their interests.
Regrettably, the urgency of this information is not followed by high disclosure of intellectual capital.
Empirical evidence in developing countries shows that intellectual capital discloflire is below 50%
(Haji & Ghazali, 2013; Mamun & Aktar, 2020). A previous study also showed that the quality of
intellectual capital publication in Indonesian firms is relatively low (UIl et al., 2019; Widiatmoko
et al., 2020). This condition causes information inequality between the firm and stakeholders,
resulting in inappropriate decision-making processes.

In general, corporate governance has been viewed as a critical driver of company disclosure.
The attributes establish the framework for companies’ efficiency, fairness, transparency, and
accountability (Abeysekera, 2010). The shareholding structure increases intellectual capital through
changes in management style to the arrangement and formation of relevant policies in protecting
investors and other stakeholders, so being able to reduce agency problems (Al-Sartawi et al., 2017).
Therefore, as part of the corporate governance mechanism, the shareholding composition explains
variations in the extent of disclosed intellectual capital (Gan et al., 2013).

Ownership structure and its relationship with intellectual capital publication have been
explored in many developed countries, but similar studies are still limited in developing countries
(Al-Sartawi, 2018; Haji & Ghazali, 2013; Mamun & Aktar, 2020). Based on the agency perspective,
management’s sharcholding can be a mechanism for aligning the relationship between management
and shareholders (Jensen & Meckling, 1976). As a result, outside shareholders do not neet additional
monitoring of manager behavior. Several studies have proven the negative influence @mnanagement's
share ownership on intellectual capital disclosure (Al-Sartawi, 2018; Haji, 2015; Haji & Ghazali,
2013; Rahman et al., 2019; Ulfah ., 2021). Meanwhile, an investigation conducted by Hidalgo et
al. (2011), Juhmani (2013) and Alfraih (2018) showed that there is no relationship between
management shareholding and disclosure of intellectual capital.

Institutional shareholders have the function of monitoring management, including disclosing
intellectual capital policy. Institutional ownership promotes management to disclose intellectual
capital as widely as possible. The high number of shares owned by the institution will result in higher
disclosure of intellectual capital (Juhmani, 2013; Mukti & Istianingsih, 2018; Ulfah et al., 2021).
However, the results do not always match this logic, as shown by Rahman et al. (2019), who reported
that the more institutional share ownership would reduce the quantity of intellectual capital disclosed.
Several studies also reported that institutional shareholding has no impact on intellectual capital
disclosed (Haji & Ghazali, 2013; Ulfah et al., 2021).

The government as a shareholder monitors management in information transparency policies,
including intellectual capital disclosure. Realizing that disclosures related to physical assets are
deemed insufficient, the impetus of intangible assets increases. Therefore, share ownership by the
government positively affects intellectual capital disclosure (Gan et al., 2013; Haji & Ghazali, 2013;
Mukti & Istianingsih, 2018; Rahandika & Dewayanto, 2019). However, Juhmani (2013) did not find
this effect. Al-Sartawi (2018) reported the opposite relationship between government shareholding
and disclosure of intellectual capital.

Like share ownership by institutions and governments, foreigners' high number of shares will
encourage information disclosure practices. The studies conducted by Kamat (2019) and Khafid &
Alifia (2018) showed that foreign share ownership carflcrease the intellectual capital published. In
spite of the research result by Al-Sartawi (2018) found thef@ligher the foreign shareholding, the lower
the disclosure of intellectual capital. Meanwhile, Ulfah et al. (2021), Muttakin et al. (2015), and
Masum et al. (2020) argue that the number of foreign shares has no association with the disclosure of
intellectual capital.

According to Baron & Kenny (1986), the inconsistent results of previous studies provide an
opportunity to include mo@Hating variables. This study consists of the audit committee quality
variable as a moderator of the influence of share ownership structure on disclosure of intellectual




capital. Furthermore, the audit committee has the main function of increasing the effectiveness of the
board of commissioners in the management oversight process. Qualified audit committee can increase
the transparency and quality of reporting presented by the management. Thus, it can minimize the
information gap faced by stakeholders (Naimah & Mukti, 2019).

This study contributes both theoretically and practically. Theoretically, the results (1)
reinforce agency theory, which suggests that shareholding composition can be a mechanism for
implementing corporate governance, primarily when a qualified audit committee supports it. (2) This
study uses the latest data with a relatively long observation period, namely 2016-2020, from a
developing country capital market, the Indonesia Stock Exchange, to provide critical empirical
insights and contribute to the concept of intellectual capital. Practically the findings contribute to (1)
the Financial Services Authority, to regulate the duties and functions of the audit committee in
companies. Therefore, it realizes transparency and information disclosure, as well as establishes
strategies that will promote knowledge-based investment and disclosure in annual reports; (2)
corporate management, to better appreciate the importance of managing and disclosing intellectual
capital; (3) investors and shareholders, as the basis for making business decisions.

2. Literature Review
2.1. Agency Theory, Ownership Structure, and Intellectual Capital Disclosure

The agency theory underlies the influence of sharcholding composition as a corporate
governance tool toward intellectual capital disclosure. As a result, agents are given the delegated
authority and responsibility to perform services on beh€8 of principals and make good decisions
(Jensen & Meckling, 1976). The separation of functions between shareholders and management can
result in a conflict of interest between the two parties (Naimah & Mukti, 2019).

Agency theory emphasizes the importance of mechanisms designed to monitor management
behavior to minimize competing of interest between management and principal (Firer & Williams,
2005). Disclosure of intellectual capital is seen as an effective monitoring form to create transparency.
Voluntary disclosure, including intellectual capital disclosure, is a monitoring mechanism the
principal uses to make sure that management carry out tasks efficiently, to prevent the dilution of
principal rights (Jensen & Meckling, 1976). Agency theory is a theoretical perspective that applies to
corporate governance as well as disclosure practices in developing countries, counting Asia (Chu et
al.,2013; Haji, 2015).

Intellectual capital comprises of three categories, thatis 1) structural/organizational capital, 2)
human capital, and relational/social capital. Organizational employees generate structural capital
through intellectual efforts, corporate culture, policies, procedure, information, and work systems.
Human capital consists of attitudes, commitments, knowledge, skills, talents, and creativity possessed
by employees, which can improve through sustainable human resource development programs.
Finally, relational capital includes brand, reputation, image, loyalty, the satisfaction of customers,
suppliers, and relationships with other organizations and environmental activities (Mondal & Ghosh,
2021).

Intellectual capital has a dynamic nature, so it can be the primary means for companies to gain
a competitifdadvantage that distinguishes them from their competitors (Jorddao & Almeida, 2017).
Therefore, intellectual capital needs to be disclosed for stakeholders to understand the company's
value creation process. The disclosure has a significant role for companies, among others, can
increase transparencflind accountability, thereby minimizing information gap, increasing stock
prices, and lowering the cost of equity capital. Disclosure can also increase the allegiance and trust
of other parties (Bruggen et al., 2009). Mousavi & Takhtaei (2012) then stated that there are several
disadvantages when the company does not disclose intellectual capital, namely: 1) there is a
difference in information access between large and small shareholders which results in insider trading,
2) market liquidity and stock demand decrease, 3) the wrong valuatif&lof the company so that the
company is considered high risk, 4) the cost of capital increases. On the other hand, from the
company's point of view, disclosure of intellectual capital information is a means to improve
reputation and create trust with other parties. This trust is essential and has a long-term impact, which
supports the company maintain a competitive advantage (Al-Sartawi, 2018).




2.2 Shwho]ding Structure and Intellectual Capital Disclosure

Agency theory explains that higher managerial ownership will result in lower principal-agent
conflict. This is since managers have a stronger drive to optimize performance and align their interests
with the principal (Jensen & Meckling, 1976; Sarhan & Ntim, 2019). Companies managed by
management and owners arEJsually more closed because management can obtain information more
easily through information channé (Branco et al., 2010). Consistent with the logic upon, research
by Haji & Ghazali (2013) found that the number of si@tes owned by management has a negative
impact on the amount of intellectual capital disclosed. These findinZZ are in line with the research
results by Al-Sartawi (2018), which was conducted on companies at the Cooperation Council for the
Arab States of Gulf Companies, and Rahman et al. (2019) in Bangladesh. The same finding was
reported by Ulfah et al. (2021) in Indonesia. Managers as company owners have complete access to
company information, including intellectual capital information, since there is no incentive to disclose
it. The hypBlhesis needed to be tested is:

H1: There is a negative influence between managerial shareholding and disclosure of
intellectual capital.

Institutional shareholders authorize management to manage the company from agency
relations. Furthermore, institutional shareholders will monitor management to act in their interests.
In particular, they use additional disclosures, including intellectual capital information as a
monitoring mechanism (Haji & Ghazali, 2013), to gu@ltee management behaves in the interests of
stockholders. Consequently, institutional owners rest an important role in corporate governance and
disclosure practices. Therefore, it will promote corporates whose shares are more owned by
institutions to publish intellectual capital assets further. Juhmani (2013) reports that institutional
investors will encourage companies to publish intellectual capital information in Bahrain. Mukti &
Istianingsih (2018) and Ulfah et al. (2021) prove that institutional shareholding will affect the
tightnes$bf supervision carried out by investors. Thus, the hypothesis to be examined is:

H2: There is a negative influence between institutional shareholding and disclosure of intellectual
capital.

Government Shareholding is politically more sensitive because companies with the most
significant capital get a lot of attention, and they should get high public accountability (Haji & Ghazali,
2013). Furthermore, share ownership by the government increases agency problems, so that
disclosure is an option to reduce these problems ( r & Williams,2005; Ganetal., 2013). Therefore,
government ownership should create pressure for companies to disclose additional information,
including intellectual capital information because the gof@mment should meet the public's
expectations as company stakeholders. Previous studies on the relationship between government
share ownership and intellectual capital disclosure conducted by Haji & Ghazali (2013) and Gan et
al. (2013) showed significant positive results. Rahandika & Dewayanto (2019) also proves that
government ownership in banking companies positively influences disclosing intellectual capital.
Meanwhile, Mukti & Istianingsih (2018) showed that ownership affects human and structural capital
disclosure. These results indicate that the government as the controlling shareholder will promote
companies(E) make disclosures as transparency and public accountability. Thus, the hypothesis is that:

H3: There is a negative influence between government shareholding and disclosure of
intellectual capital.

Based on the agency relationship, companies with foreign equity ownership lead to face a
high degree of information asymmetry (Jensen & Meckling, 1976; Masum et al., 2020). This is due
to several obstacles, including language, limited local information, and geographical cross-section
between agents and principals (Muttakin et al., 2015). Information asymmetry and uncertainty faced
by foreign investors will promote them to demand a higher level of disclosure from companies,
including intellectual capital disclosure. Also, developing countries tend to publish information
voluntarily, when dealing with foreign investors to maintain a positive image and investor trust,
especially on international issues such as underage workers, poor working conditions, and human
rights (Zaini et al., 2018). Kamat (2019) reports that foreign ownership of companies in India can
promote extensive intellectual capital publication. In Indonesia, foreign owners can be an effective
monitoring mechanism for managers. This is shown by the findings of Sinaga & Sudarno (2018),
which proves that foreign shareholders are capable to promote companies to more widely publish




intellectuf€Bapital information. Thus, the hypothesis needs to be tested is that:
H4: The influence of foreign shareholding on the disclosure of intellectual capital is positive.

2.3. Moderating Effect of Quality of Audit Committee

Modern corporate governance regulations have promoted the audit committee's function to
enforce the role of independent commissiofEEs, in monitoring the weaknesses of internal curb and
the assurance of firm reporting (Haji, 2015). The presence of an audit committee in a firm has become
a driving force for management to publish accurate and timely financial reports (Haji, 2015). They
monitor and determine the amount of intellectual capital publication to meet stakeholder expectations
(Adegboye et al., 2020). Qualified audit committee can minimize the information asymmetry of
external stakeholders (Naimah & Mukti, 2019).

The cogency of the audit committee in realizing monitoring accountability will have an impact
on the amount of disclosure of intellectual capital, which &7l essential indicator of quality financial
reporting. This is evidenced by several previous findings (Gan et al., 2013; Haji, 2015; Muttakin et
al., 2015), which reported that audit committee has an important portrayal in determEhg voluntary
disclosure, especially intellectual capital. Correspondingly, Naimah & Mukti (2019) proved th#€Ehe
existence of an audit committee affects the publication of intellectf&l capital. Similarly, Astuti et al.
(2020) investigated the aftermath of aE}t committee quality on intellectual capital publication in
intellectual capital-ff@ensive industries listed on the Indonesian Stock Exchange. The results of this
study indicate that the audit committee has a role in ensuffllg the quality of the financial and non-
financial reporting processes. Thus, the idea of integrated reporting that contains financial and other
information is a commendable step.

As part of the supervisory mechanism supported by a qualified audit committee, the
shareholding structure s a positive brunt on a better monitoring. The higher manageE@nt
shareholding, the lower the conflict of interest between agent and principal. On the other hand, there
is a higher level of information asymmetry between insiders and outsiders (Haji, 2015). The
asymmetry will be overcome by an audit committee that promotes extensive disclosure of intellectual
capital. Furthermore, a qualified audit committee will strengthen the supervisory function of
institutional, government, and foreign owners, thereby encouraging management to disclose more
extensive and quality information, including intellectual capital information. Thus, the study proposes
the following hypothesis:

H5a: Audit committee quality moderates managerial shareholding on intellectual capital

disclosure.

H5b: Audit committee quality moderates institutional shareholding on intellectual capital
disclosure.

H5c: Audit committee quality moderates government shareholding on intellectual capital
disclosure.

H5d: Audit committee quality moderates foreign shareholding on intellectual capital
disclosures.

3. Research Methods

3.1. Sampling

The population was all banking companies listed in the Indonesia Stock Exchange in 2016-
2020. The reason is that the banking industry has very strict regulations, so it tends to disclose more
information. Moreover, it has high intellectual capital and an overall homogeneous intellectual aspect.
Samples were chosen using the following indicators: a) publish an annual report and b) have the
required data. According to these criteria, the number of data obtained were 177, while removed 18
outlier data to meet the residual normality requirements, to process a total of 159 data.

3.2. Vagiables and Measurements

The disclosure of intellectual capital, is measured by indicators developed by UNE) (2015)
and adjusted to Indonesia's relevant regulations. Besides, 36 indicators cover the categories of human,
5
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structural, and relational capital. The identification of gellectual capital disclosure is conducted
using the four-way numerical coding system developed by Guthrie et al. (20816). Each indicator is
given a weight according to its projection, with a numeric code of O when it is not disclosed in the
annual report, 1 when it is disclosed in narr@e form, 2 when it is in numerical form, and 3 when it
is in monetary form. This method identifies the disclosure in terms of quantity and quality.

The shareholding structure as an indgjndent variable, includes share ownership by managers,
institutions, governments, and foreigners, measured by calculating tiffproportion of each to the
number of shares outstanding (Haji & Ghazali, 2013; Khatid & Alifia, 2018; Muttakin et al., 2015).
Meanwhile, quality of audit committee is measured using four indicators, namely independence, size,
competence, and audit committee activity (Baxter, 2010). Table 1 briefly presents the variables
measurement.

Table 1. Variables and Measurement

Variables Definitions Measurement
Disclosure of information with

: - ICD = Total Meas t Score/C lative Sc
regard to intellectual capital P (Ul[(j)ml‘ Zo?sl;uremen core/Cumulative Score

consiifing 36 items

Intellectual capital
disclosure

Managerial Sum of shares held by management  Managerial shareholding = (Sum of shares held by

sharehalding divided by the sum of outstanding manager/Sum of outstanding shares) x 100% (Haji &
She £ shardE) Ghazali, 2013; Khafid & Alifia, 2
Institutional Sum of shares held by institution Institutional shareholding = (Sum of shares held by
‘ih"ll’eh()ldil; , divided by the sum of outstanding the institution/Sum of outstanding shares) x 100%
She e shardB) (Haji & Ghazali, 2013; Khafid & f#5lia, 2018)
Government Sum of shares held by government Government shareholding = (Sum of shares held by
shareholdine divided by the sum of outstanding the government/Sum of outstanding shares) x 100%
S £ shardB) (Haji & Ghazali, 2013; Khafif# Alifia, 2018)
Sum of shares held by foreign Foreign shareholding = (Sum of shares held by
Foreign shareholding  divided by the sum of outstanding foreigners/Sum of outstanding shares) x100% (Haji
shares. EE:hazali, 2013; Khafid & Alifia, 2018)
T Performance of audit committee in Quality of the audit committee is the sum of scores
Co r)r; e conducting supervisory for each indicator which includes: independence,
responsibilities size, expertise, and activity (Baxter, 2010)

3.3. Ana]ysisﬁechnique
15
Below is the moderated regﬁsion analysis (MRA) equation to examine the hypotheses in this study:
17
ICD=0a+pBiMS+B2IS+B3GS +P4FS+Ps MS*AC +B6 IS*AC + 7 GS*AC +

BsFS*AC +e
where ICD =  intellectual capital disclosure; MS = managerial shareholding; IS = institutional
shareholding; GS = government shareholding; FS = foreign shareholding; AC =

quality of audit committee

(3]
4. Results

4.1. Descriptive Statistics

Table 2 presents descriptive statistics that describe all variables in this study. The average of
intellectual capital disclosure is 0.7625, which means that banking companies are relatively high in
disclosing intellectual capital. The average managerial ownership value is 0.0074 or 0.74%,
indicating that management's share ownership in banking companies is very low. The average of
institutional shareholding is 0.4006, which indicates that the shares owned by institutions are quite
high, namely 40%. The government's average shareholding in banking companies in Indonesia is also
relatively low, at 11.77%. This is because 80% of the banking companies have no government
ownership in the shareholder composition. Foreign shareholding has an average value of 0.3684 or
36.84%, this shows that foreign ownership in the banking industry is relatively low. The amount of




banking companies whose shares are not owned by foreigners is 15%. The audit committee has an
average value of 3.3459, meaning that the sample companies have a quality audit committee.
Table 2. Descriptive Statistics

Variables Number Minimum Maximum Average DE\"SI:II.I =

ICD 159 0.5300 09200 0.7625 0.0759

MS 159 0.0000 0.1600 0.0074 0.0257

IS 159 0.0100 09700 0.4006 0.3354

GS 159 0.0000 0.8000 0.1177 0.2502

FS 159 0.0000 0.9900 0.3684 0.3300

AC 159 2.0000 4.0000 3.3459 0.6363
Note: ICD = intellectual capital disclosure; MS = managerial shareholding: IS =
institutional shareholding: GS = government shareholding; FS = foreign

shareholding; AC = quality of audit committee

The normality examination show that the skewness value is 1.06, between -1.96 and 1.96, so
that the distribution of residuals in the regression model are normal. The classical assumption
examination shows that all independent variables have a variance inflation factor below 10.
Furthermore, the asymptotic significance 2-tailed value on the run test indicates that the number 0.474,
higher than the 0.05 significance level. The park test outputs show that all variables are insignificant
at the 0.05 alpha level. Therefore, the regression model has no multicollinearity, autocorrelation, and
heteroscedasticity problems.

4.2. Regression Results

The output of the moderated regression analysis shown in Tabldl. According to the
information, it is known that the adjusted R2 shows a number of 0.391; therefore, the level of
intellectual capital disclosed is determined by managerial, institutional, government, foreign
ownership, and synergy betweeflfBharcholders and a quality audit committee of 39.10%. The
remaining 60.90% is interpreted by other variables not included in the model. The F test value is
13.682 with a significance level of 0.000, meaning that this model meets the requirements of the
goodness of fit; therefore, it can be used for predictions.

Based on the hypothesis testing in Table 3, managerial shareholding has a negative impact on
disclosure of intellectual capital with a significance value of 0.000. Thus, management as a
shareholder will try to reduce the extent of disclosed intellectual capital. Institutional shareholding
has an impact on reducing intellectual capital disclosed at alpha value 0.039. The beta dilefficient is
opposite to the prediction, so the hypothesis is rejected. Furthermore, government and foreign
ownership have no effect on intellectual capital disclosure, so the third §id fourth hypotheses are
rejected. The audit committee can moderate managerial, institutional, and government ownership on
disclosure of intellectual cfital with a significance value of less than 1%, so hypothesis 5a, 5b, and
Sc are accepted. However, the audit committee cannot moderate the influence of foreign shareholding
on intellectual capital disclosure, so hypothesis 5d is rejected.

Table 3. Result of Moderated Regression Analysis
Model Unstandaxdized t Prob.
B Std. Error
(Constant) 0.690 0.036 19.175 0.000
MS -5.858 1.409 4.157 0.000
IS 0.117 0.056 -2.081 0.039

GS -0.187 0.119 -1.572 0.118




ES 0.071 0.067 1.052 0.294

MS*AC 1.572 0.382 4.109 0.000
IS*AC 0.049 0.015 3.355 0.001
GS*AC 0.089 0.032 2.827 0.005
FS*AC 0.114 0.017 0.828 0.409
Adjusted R Square 0.391
F Statistics: 13.682
Sig. 0.000

Dependent variable: ICD

Note: ICD = intellectual capital disclosure; MS = managerial shareholding; IS = institutional
shareholding; GS = government shareholding; FS = foreign shareholding; AC = quality of audit
committec

5. Discussion

This study proves that management as a sharcholder significantly reduces the extent of
intellectual capital disclosed This finding supports agency theory, which argue that shareholding can
be a mechanism for aligning the relationship between management along with shareholders (Jensen
& Meckling, 1976). This condition means that external shareholders do not need more information
to monitor management. Subsequently, managers have complete access to company information,
including intellectual capital, so that there is no incentive to disclose it. This Ehclusion supports the
findings of Haji & Ghazali (2013), Al-Sartawi (2018), Haji (2015), Rahman et al. (2019), and Ulfah
et al. (2021), who reported the negative association between managerial shareholding and intellectual
capital published. ﬁ

Additional information such as investment in intellectual capital can assist institutional
investors in making decisions on management performance. Therefore, the existence of institutional
investors in a company should encourage management to publish more intangible assets information.
However, this study showed the opposite result. Shareholding by institutional investors can
negatively affect strategic disclosure decisions. Companies with institutional investors' shareholdings
have a lower level of asymmetry because shareholders have access to the information needed;
therefore, the pressure to disclose it to the market is low (Rahman et al., 2019). This conclusion
contradicts with agency relationship perspective that emphasizes the presence of institutional
investors can effectively contribute to governance including disclosur&policies (Ulfah et al., 2021).

The test results show that share ownership by the government has no impact on the extent of
intellectual capital disclosed. This is due to the small number of banking companies owned by the
governmé@, that is 20% . Therefore, there is less pressure on management to publish additional report,
counting intellectual capital.

Based on the agency theory perspective, companies with foreign share ownership tend to face
high information asymmetry. This can be overcome by increasing voluntary disclosure of information
(Jensen & Meckling, 1976; Masum et al., 2020). However, the theory is not supported by empirical
facts. One of the arguments that can be given is that the average foreign ownership in banking
companies is relatively low; therefore, the supervision and monitoring carried out are less effective.

This study proves that the ownership structure, which a qualified audit committee supports,
can promote management to publish intellectual capital information more broadly. @ can be a
mechanism for stakeholders to optimize corporate disclosure practices bfjincreasing the role and
function of audit committee in supervising and monitoring management. The existence of an audit
committee encourages managers to present financial reporting in a more qualified and timely manner.
It also plays a role in integrated reporting initiatives, especially intellectual capital information (Haji,
2015).

6. Conclusions

This research tested the influence of shareholding structure on disclosure of intellectual capital ,
along with investigate the moderating aftermath of audit committee. The findings prove that
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management as a shareholder tends to reduce the amount of intellectual capital disclosed. Thus, to
control company information to be disclosed, share ownership by management must be limited to
minimize their opportunistic behavior. The test results also proved that share ownership by
management, institutions, and the gof@hment can function as a management control mechanism if a
qualified audit committee supports it. The role and function of the audit committee in supervising and
monitoring management can be a mechanism for optimizing corporate disclosure practices, including
intellectual capital disclosure. Hence, a qualified audit committee will further boost the extent and
quality of intellectual capital revelation.

The Bindings serve as input for the Financial Services Authority, as the party that drafts
regulationElelated to the formation and implementation guidelines of audit committee @ ork. The
existence of an audit committee has an imp t role in promoting managers to publish intellectual
capital. The existence of an audit committee has an important role in promoting managers to publish
intellectual capital. This will provide several benefits, including reducing information asymmetry,
providing information about firm's capability to create longstanding performance, and attracting long-
term investors. Therefore, managers should integrate intellectual capital information with financial
information, so that it is more useful for users of information for decision making. Further research
can be conducted using variables that specifically describe corporate governance activities, like board
of commissioner characteristics. Likewise, further study can be carried out on other broader industrial
sectors, such as the manufacturing industry, or comparisons with other developing countries.
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