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Abstract

This study examines the Influence of Corporate @Guaece Mechanism and Company Characteristics on
Intellectual Capital Disclosure. Samples were takgrusing purposive sampling method, they are bhdst
score IICD company during the year 2012-2015. Rataysis method is multiple linear regression asialwith

IBM SPSS 21 program.The result of data analysisvshthat company life influences intellectual calpita
disclosure significantly, while independent comnurer composition, audit committee meeting freqyenc
institutional ownership, and leverage do not infice intellectual capital disclosure.
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A. Introduction

Intellectual capital (IC) has been a concern ima®ich as management, information technologypleagi and
accounting (Guthrie and Petty, 2000; Sullivan aolivan, 2000). Furthermore, Guthrie and Petty (208rgue
that the importance of IC is caused by four factor®rmation technology revolution, knowledge innfzmce,
knowledge-based business, activity pattern, and itim®vation emergence as the main determinant of
competitive advantage. Intellectual Capital (IC)efs as employee's knowledge, corporate culturepasthess
strategy- is crucial for companies to cope with petition and enhance corporate growth. The unique
combination of IC and intangible assets in infliagacompanies value helps to maintain competittheaatage
(Ashton, 2005).

Along with economic development, interest in irgetual capital (IC) began when Tom Stewart (1991)
wrote an article entitled Brain Power - How Intetigal Capital is Becoming America's Most Valuablesét
(Ulum, 2016). In the late 1990s, IC became a popoigic and got special attention from scholarsnpanies,
and investors. Since the 2000s, academics anditpmaets have begun to focus on the company'slattieial
capital disclosure (ICD) in its annual report (UlugD15). ICDs are an important way to report theureaof
intangible value.

The intense competition between companies as & mfdftee market and globalization requires conipan
to change the way they do business. One of strat@ggurvive is to change the strategy from labaela
business to a knowledge-based business, so thagits characteristics become science-based ergespiew
economic developments are controlled by informatind knowledge, this increases attention on ICtaslgor
determining corporate value (Stewart, 1997, Horif)72, so research on intellectual capital becomeslfale
challenge.

The globalization era is characterized by the rafgdelopment of science and technology. The company
ability in the field of science and technology iseoof the most important competitiveness factoayodrhe
emergence of software companies such as MicroadfCaacle in the 1980s, as well as internet congsasiich
as AOL, Amazon and Yahoo! in the 1990s, could prinva the firm’s intangible assets are often valhiggher
than tangible assets (Saudagaran 2004) .

The company's business growth is no longer infladranly by its tangible assets and has a cleavrfdat
value for depreciation but also by the knowledgewhich management decision is based. This has padnhon
the shift of the business management way and cadtinpettrategy determination to keep companies goin

Business people must quickly change their busisgrasegy initially based on labor-based businessitd
knowledge-based business with the characteristissience (Sawarjuwono, 2003).

Intellectual Capital's intangible assets play apadneant role as the key to success and the drivkes
company's value creation. Intellectual Capital destiated by the employees collective ability areldbmpany
information systems contains relevant informationifivestors' decision making (Abeysekera, 2008).

The importance of intellectual capital becomes aceon of researchers and business actors, espdaiall
the free market era. Sawarjuwono (2003) defindlattial capital as the sum of intangible assefsrimation
that can not be known directly in the financialtestaents. It is caused by the difficulty of identify and
measuring intangible asset information, that tvesdhe intangible asset valuation problem by ugitgllectual
capital approach. The intellectual capital approaaised to find out more comprehensive informatiad as a
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result the company will have a similar assessmewdloie creation (Fahmi, 2015).

Intellectual capital generated by the three maémeints of the organization (human capital, strattur
capital, customer capital) related to knowledge twthnology that can provide more value for the gany in
the form of organization competitive advantageellattual capital is not only about the knowledgd akills of
the employees, but also includes the company'sgtrificture, customer relationships, informationtesys,
technology, and the ability to innovate and be tivea

Intellectual capital disclosure is important to éstors as it explains a wide range of activitispeeially
companies in an intense economic environment cangpetobally. Within a company, Agency problems can
arise due to Intellectual Capital. The emergencintedlectual capital has similarities to the prel of "Insider
trading" in a company. When the company internatyplnows an important information, they take adege
by using that information for its benefit (Abeyseke2008). Meizaroh and Lucyanda (2012) show tbgharate
governance has a positive effect on intellectuglitah disclosure. Companies that have good corporat
governance will have a higher awareness of intelldaapital disclosure practices, which means ttatoetter
the implementation of corporate governance of a paomy, the wider the intellectual capital disclosure
undertaken by the company.

Jing et al (2008), Li et al (2007) and Muttakin {30 stating that the composition of independentrédboa
commissioners influences the intellectual capitiacldsure, while Arifah (2012), Eric (2013) and iyahg
(2011) stated that the composition of independerard commissioners has no effect on intellectugitab
disclosure.

The audit committee meetings frequency influengedllectual capital disclosure, Taliyang (2011)c3i
(2015), and Muttakin (2015), while Eric (2013) sththat audit committee meeting frequency has feciebn
Intellectual capital disclosure.

Purnomosidhi (2006) and Sisca (2015) found thatititonal ownership influences intellectual capita
disclosure, while Zahra Moeinfar's research, e{2013) found that institutional ownership has frfifee on
intellectual capital disclosure, which indicateattBhareholders may not require proper accourtiaibdporting
from both management and the board of commissioners

Christina (2015) and Arifah (2012) indicates thhere is influence between the intellectual capital
disclosure practice and the company life, the lonthe company stands the wider its intellectualiteap
disclosure. However, it is not in line with Mari \Wdhani (2009) and Putu Mentari Swari Ashari (204tidies
that the company life does not influence intellattaapital disclosure, as well as research condubte
Maezaroh and Jurica Lucyanda (2012 ). This indgctitat the more the company life, the companyalledtual
capital disclosure is not always widespread.

Rosidah (2013), Arifah (2012), and Wahyudin (20&t)dy that Leverage influences the intellectualtehp
disclosure level. It means that the Company witghhiebt in its capital source will bear higher agenosts
compared to the company's share Small debt. Amddoce that, the company's management will go tireau
variety of ways one of them reveal more informatidtile Meina Romadani (2010), Heni (2014) and $ara
(2015) state that leverage does not influencel@uielal capital disclosure.

There are several reasons that support this itilege®search to be done again are :

1. Some results of previous studies that are nugistent.

2. Based on the global survey conducted by Pricéeause Cooper in Suhardjanto and Wardhani (2010),
intellectual capital disclosure is one of the imfation types required by the user to know the camisa
condition in terms of science and technology master

3. The object of research is the highest score @atp Governance company by IICD consecutivelyéeyear
2011 to 2014 and which is also a Public companypaesive to information requests pertaining to
intellectual capital.

B. Problem Formulation and Resear ch Objectives

This study aims to examine the influence of Corfaovernance Mechanism, Corporate Life, and Leeera
on Intellectual Capital Disclosure. With the intumtion of government programs through Government
Regulation No. 35 of 2007 on the provision of tacentives for companies conducting research and
development process, it is expected to increasedhgany's attention to the importance of intellattapital,
which ultimately will affect the intellectual capltvoluntary disclosure.

C. Library Review, Thinking Framework, and Hypotheses

1. Intellectual Capital dan Intellectual CapitakElbsure

Stewart (1997) defines the IC as follows: “as thygragation of all knowledge and competences of eyeas
that can bring about competitive advantage for camgs.” Edvinsson dan Malone (1997) expanded the IC
definition as follows: “as possession of knowledgpplied experience, organizational technologytarasr
relations and professional skills that provide mpany with a competitive edge in market”.
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According to Ulum (2008) one of the most commordgd definitions is the definition by the Organieati
for Economic Cooperation and Development (OECD) ciwhexplains IC as the economic value of two
categories of intangible assets ie structural ahffBC) and human capital. Further Edvinson andoktal1997)
identify ICs as a hidden value within a companyvilison and Malone's opinion states that the |Coisvisible
both physically and in the financial statements.

The IC phenomenon began to develop in Indonesiacedly after the emergence of PSAK No. 19
(Revised 2012) on Intangible Assets. Although maplicitly stated, but at least the IC has gainedrditon in
Indonesia. According to PSAK No. 19, intangibleedssare nonmonetary assets that are identifialolhane no
physical form and are held for use in the produrctio delivery of goods or services, leased to offaeties, or
for administrative purposes (lAl, 2009). In PSAK N9 (Revised 2012) of 2009 on intangible assets, i
mentions that the intellectual capital componentpést of the intangible assets category. Thereftine,
information disclosure concerning intellectual ¢abiis voluntary, since PSAK No. 19 has not reqdat
intellectual capital either from the way of ider#tion or in terms of measurement. Bontis (20G8jes that
Intellectual Capital consists of three main elerseaj Human Capital, a lifeblood in intellectuapital. This is
where the source of innovation and improvementdifitult to measure. Human capital is also a sewf very
useful knowledge, skills, and competencies in ganization or company. Human capital reflects thegany's
collective ability to produce the best solution ddh®n the knowledge possessed by the people icotinpany.
Human capital will increase if the company is aolaise the knowledge possessed by its employeeskés,
2000), b) Structural Capital or Organizational Galpithe ability of the organization or companyfulfilling the
company's routine process and its structure thpp@t the employee's effort to produce optimal liettual
performance and overall business performance, ¥amele: company's operational system, manufacturing
process, organizational culture, management plplogoand all forms of intellectual property owned by
company. An individual can have a high level okllgctuality, but if an organization has poor systeand
procedures then intellectual capital can not aehieptimal performance and the potential can nofutlg
utilized and c) Relational Capital, a componenintéllectual capital that gives real value. RelasibCapital is a
harmonious relationship / association network owhgdhe company with its partners, whether comirggnf
reliable and qualified suppliers, coming from loyaistomers and satisfied with the services of thmpany
concerned, coming from the company's relationsliip the government and with local communities. Retal
Capital can emerge from various parts outside ¢inparate environment that can add value to the emmp

The purpose of Intellectual Capital disclosure asrécord, manage and document knowledge-based
processes and provide both management and stakebtioldlevant to new qualitative and quantitative
information (Warden). Changes in the current bussnenvironment provide much influence in corporate
financial reporting, especially in terms of presdioin and valuation of intangible assets. The failaf the
Current Financial Statements to provide informatinout what the value creator in the company isafrtbat
influences. Commisionner Wallman advises compatdebegin disclosing their "hidden assets" by isguin
supplementary statements in published annual reBrinker in Sawarjuwono and Agustin, 2003).

Most writers discuss the measurement of intelldotapital. While how intellectual capital reporting
made is still rarely discussed. Besides, the patitio of intellectual capital is still very raresAhe intellectual
capital measurement, the reporting of this assehbabeen yet devised a certain standard.

2. Influence of Corporate Governance Mechanism orléutiial Capital Disclosure.

The board of commissioners is tasked with monitptime actions of managers so that events suctaad are
prevented. Monitoring actions undertaken can redagency costs through emphasis for managers ttosksc
information about intellectual capital in a relevand accurate way. Jing et. Al (2008) statestthaiproportion
of independent commissioners influences intelldatapital disclosure positively in companies in thi€.

Based on the Bapepam Chairman Decision Number KepF2M / 2004 in rule Number 1X.1.5, the audit
committee meets at least equal to the minimum rement of the commissioners board as set fortthén t
company’s articles of association. Meanwhile, adiay to the Indonesian Audit Committee (IKAI) stakent
that the frequency of the audit committee meetingtileast 2 times in a month, so that minimumdofrizetings
are needed in a year. Jing et al. (2008) revedledrequency of audit committee meetings positivadigct
intellectual capital disclosure.

Purnomosidhi (2006), the existence of relativelyakbnmstitutional investors in the ownership stiuwret and
the low percentage of shares traded in the Indarssick exchanges in according to agency theoryedince
the amount of disclosure, because managers do ax@ ktrong incentives to convince stakeholders tabou
company optimal performance. The same conditioooraing to signalling theory, does not motivate agars
to signal to the market that they are creating éidihtellectual resources. Instead, it can be coled that if the
institutional ownership of a company is high enodigan managers will be motivated to disclose thetrad
intellectual capital to provide a positive signaliistitutional investors so as to raise firm valGempanies with
large institutional ownerships tend to get highgyesvision from the investors.

Based on the above description can be formulatpdthgsis as follows:
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H1la The Proportion of Independent Commissionesgtigely influences Intellectual Capital Disclosure
H1b Audit Committee Meeting Frequency positiveifiuences Intellectual Capital Disclosure.
Hlc Institutional Ownership positively influencesellectual Capital Disclosure
3. Influence of Company Life on Intellectual Caplfasclosure
Older companies will tend to disclose more compilefermation, including intellectual capital disslare, as the
disclosure of detailed information can draw theljgisattention. Widiastuti (2015) stated that tmenpany life
can show the company existention and ability to pete. The company life intended in this study & lgngth
of the company life from the first issuence in tin€lonesia Stock Exchange (IDX) until 2014. Marwata
Ahmad Fahmi (2015), older companies have more ptkdknowledge of their constituent needs of infaiora
This statement proves that one of the benefitsigflasing intellectual capital information is thew cost of
capital. White et.al (2007) found out that the fsrife had a significant effect on intellectuapital disclosure.
Based on the theory and previous research, the ndedypothesis of this study are as follows:
H2: The Company's age has a positive influencentelléctual Capital Disclosure.
4. Leverage Influences on Intellectual Capital Risare
Companies that have high debt in their capital ssamill bear higher agency costs compared todbatpany
with small debt portion. And to reduce that the pamy's management will go through a variety of warys of
them reveal more information. Agency theory prexliitms with higher leverage ratios will reveal mor
information, as the cost of agency companies witthshigher capital structures (Jensen and MeckliBg6).
H3: Leverage positively affects Intellectual Capidésclosure.

Based on the framework and hypothesis describedieabthe conceptual model of research can be
constructed as follows:

Corporate Governance Mechanism:

A Independent Commissioners Proportion
B. Audit Committee Meetings Frequency
C. Institutional ownership

Intellectual Capital

[ Company Life ’ _— Disclosure

( Leverage J /

Figure 1 Conceptual Capital

D. Research M ethods

The research design used is causal research, to thainfluence of corporate governance mechanism;s

life, and leverage (independent variable) to ietelial capital disclosure (dependent variable). @dm@ulation in
this study is the highest scoring company by Thioiesian Institute for Corporate Directorship (I)Qizriod
2012-2015 at IDX. The following table of researctigbles operationalization:

Variable Operationalization Variable Scale
Intellectual Capital Percentage of disclosure index Ratio
Disclosure (ICD) Score = ( Xdi/ 78) x 100%

Independent Commissiong
Proportion (KOMIN)
Audit Committee Meeting Audit Committee Meeting Frequency measures tl}yatio

Er(): Independent Commissionell Commissioner) Ratio

Frequency (ACM) calculating number of audit committee meeting iyear
Institutional Ownership _— : . _
(INSTOWN) ¥ Institutional OwnershipZ outstanding share Ratio
Company Life Date of listed up to end of 2012/2034/2015 Ratio
Leverage Total Debt/total asset Ratio

Data analysis method used in this research is pheltegression with SPSS. Some tests will be carduc
in this research are descriptive statistics, datassiassumption test consisting of data normalitgt, te
multicolinearity test, heteroscedasticity test andocorrelation. While the fit model test using fficeent of
determination and F test, and hypothesis test wtéht.

D. Analysis of Results

Based on examination of data normality using Kolorog-Smirnov test, obtained value of KS equal t63Q,
with significance 0,659. It can be concluded that tesearch data is normally distributed. The mallihearity
test obtained tolerance value> 0,10 or VIF is sendthan 10, it means that no correlation betweerabkes in
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the regression model. Based on the Glejser tesltsasote that all independent variables used Isaymaificant
values above the level of confidence 5% or grahtem 0.05. This shows that none of the statisyicsiinificant
independent variables affect the dependent varidlblen it can be concluded that the regression ks not
contain heteroscedasticity. Based on the autoativel test obtained Durbin Watson (D-W) value d38B.
While the value of DW-table with n = 56 and k = Btained the number dl (outer boundary) = 1.408, du
(internal limit) = 1.767. Since the decision isadated by the formula (du <dw <4-du), in other a®11.767
<1.788 <2.233 (4-du), it can be concluded thah@linear regression model there is no autocoroelat

Tabel 1
M odel Summary”®
Model R R Square| Adjusted R Square Std. Error of the Estimate Durbin-Watson
1 ,657 424 ,366 ,0590664 1,788

a. Predictors: (Constant), LEVERAGE, K.Ins, ACM]id, AGE
b. Dependent Variable: ICD

The Adjusted R Square value is 0.366, indicatingt tihe magnitude of ICD can be explained by the
variation of the four independent variables ie lrage, K.Ins, ACM, K.Ind and AGE, which is 36.6%, ileithe
rest of 63.4% is explained By other factors outsidemodel.

Table 2
ANOVA?
Model Sum of Squares df Mean Square F Sig.
Regression ,128 5 ,026 7,348 ,000°
1 Residual 174 50 ,003
Total ,303 55

a. Dependent Variable: ICD
b. Predictors: (Constant), LEVERAGE, K.Ins, ACM/ikd, AGE

F count from the F test is 7.348 with significah®a00b which is > 4. We can conclude that HO loan
rejected at 5% confidence degree or alternativeotingsis is accepted. It is supported by value sigchvis
much smaller than 0.05, then regression model eansed to predict ICD. It can be said that all petelent
variables Leverage, K.Ins, ACM, K.Ind and AGE sitankously together influence intellectual capital
disclosure (ICD).

Table 3
Coefficients’
Model Unstandardized Coefficients Standardized Coefficients t Sig.
B Std. Error Beta
(Constant) 271 ,066 4,127| ,000
K.Ind ,089 ,087 144 1,026| ,310
1 ACM 7,698E-004 ,001 ,018 ,119| ,906
K.Ins -,068 ,050 -,150( -1,363| ,179
AGE 1,891E-004 ,000 ,648( 4,196| ,000
LEVERAGE -,028 ,047 -,082 -,591| ,557

Dependent Variable: ICD
Based on the result of t test, only company liféchtinfluence the wide expression of intellectuapital,
while other variables do not become consideratimrcdmpany in intellectual capital disclosure.

E. Discussion

1. Independent Commissioner Composition Influenténtellectual Capital Disclosure.

The board of commissioners is tasked with monitptime actions of managers so that events suctaad are
prevented. Monitoring actions undertaken can redagency costs through emphasis for managers ttosksc
information about intellectual capital in a relevand accurate way.

Based on the statistical tests results, independentmissioner composition does not influence the
intellectual capital disclosure. The results ofthtudy are similar to Nugroho (2012), Arifah (2D1Qhristina
(2015), Falikhatun et al (2011), Taliyang et alX2PDand Zahra Moeinfar et al (2013) which also shioat the
independent commissioners composition does notiénfie the intellectual capital disclosure. Howetke,
results of this study differ from those of Whiteadt(2007), Muttakin et al (2011) and Jing et &q8) which
show that independent commissioners compositidnente the intellectual capital disclosure. Thisasitrary
to the basic theory, since the existence of indépeh commissioners should support the principle of
responsibility to disclose intellectual capital tire implementation of Corporate Governance, whietuires
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companies to provide better information as a fofraazountability to stakeholders.

In reality it can be seen that there is no requéetnfor listed companies to disclose the conditiand
structure of Corporate Governance particularly ¢hoslating to the responsibilities and independesfcéhe
board of commissioners. Another thing that alsoeuliek is that although the IDX has regulated thmber of
independent commissioners, in practice there ismexhanism yet on how the shareholders choose this
independent commissioner, so even though this boarcbmmissioners exists but it is not known how to
appoint it. Such conditions still extend opportigst for some parties to practice KKN, one of theyn b
appointment of independent commissioners wholsdille certain relationship with company directordsisTwill
greatly undermine the intellectual capital disctesin the application of Corporate Governance, bseawith
insider transaction, fraud and so forth will brithgg company in a worsening condition and this igi#ld to the
information disclosure that becomes part of infdioratransparency.

2. Audit Committee Meetings Frequency Influence omllettual Capital Disclosure

Based on the results of statistical tests in thidysindicates that the audit committee meetinggudency have
no significant effect on intellectual capital disslire. The results of research are in line witlt E£2013), but
unlike Taliyang (2011), Arifah (2012) and Sisca 13D studies which show the effect of audit committe
meeting frequency with intellectual capital disclos

Coordination in audit committee meetings discusbesstrategy and evaluation of task implementation
such as financial statement supervision, interoakrol, and supervision on good corporate goverearte
audit committee plays a role in mastering resourmed consultation experts with regard to the need t
demonstrate its responsibilities. The role of thdiacommittee has grown year by year in order &etnthe
challenges of the changing business, social andamental world. Many of the audit committees atsake
comprehensive observations of regulatory compliarmsed risk management activities. That is, the
implementation of the role of a good audit comneitéll stimulate management to reveal its intellaticapital
as a whole.

3. Institutional Ownership Influence on Intellectuaital Disclosure

The result of this research is the same with rebeaf Cut Nur Aisyah and Sudarno (2014), with resea
sample of BUMN company which show result of nouefice between institutional ownership with intelliet
capital disclosure. These conditions can occur eedhe sample company is largely a state-ownecaoyn
whose ownership is mostly owned by the state, foe¥evoluntary disclosure, including the discloswie
intellectual capital, does not significantly affabe value of the company. If a non-state-owneerenise of
intellectual capital disclosure is so important dogse it will increase the value of the companyhia ¢yes of
investors then it does not apply to SOE companies.

4. Company Life Influence on Intellectual Capital Dasure

This study indicates that the company life hasgmiicant influence on intellectual capital disalos. Older
companies have more experience in meeting infoomateeds in this case the presentation of annpaktse
This makes the company more aware to increaseeiatehl capital disclosure. On the other hand,tandard or
regulation on intellectual capital disclosure césodead to a reluctance of managers to disclobe.résults of
this study are according to White et al (2007) Rimimel et al (2009) and Mari Wardhani (2009) whizbves
that firm’'s age has significant influence on intdetual capital disclosure, but different from Me@a and
Lucyanda research, Jindal and Kumar (2012 ) Anc I(013) which states that there is no influendsvéen
the company life and the disclosure of intellectagital.

5. Effect of Leverage on Intellectual Capital Discloesu

Companies that have high debt in their capital gggiwill bear higher agency costs compared to caiepavith
small portions of debt. And to reduce that the canys management will go through a variety of ways of
them reveal more information. The agency theorimeges that firms with higher leverage ratios wéleal
more information, because the agency costs of fimith such capital structures are higher (Jensesh an
Meckling, 1976). Based on the results of statistieats in this study indicates that leverage \#eis have no
effect on Disclosure of intellectual capital. Tlssin line with research conducted by Heni (2014) &oraya
(2015). The results of this study are not the sam¢he existing theory because the leverage varialhot a
factor affecting intellectual capital disclosurehi§ shows the company's ability to finance the deith total
equity owned by the company is still very low. lddé&ion, companies that have high debt proportioithieir
capital structure will be careful in their actiei$, so management is not optimal in uncoverindléateial capital
in the annual report in order not to be in the kglat of the stakeholders. This means that thellef/everage is
not able to increase intellectual capital disclesur

F. Conclusions and Suggestions

Based on the hypothesis testing and discussiazanibe concluded research results as follows:
1. Independent Commissioner Composition have no sogmif effect on Intellectual Capital Disclosure
2. The Audit Committee Meeting Frequency has no sicguift effect on Intellectual Capital Disclosure
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3. Institutional Ownership has no significant effeatlatellectual Capital Disclosure

4. Variable Company's life significantly influence éfiectual Capital Disclosure

5. Leverage variable has no significant effect onllet¢ual Capital Disclosure

The number of research variables that have no feignt effect on intellectual capital disclosure on
companies that get the highest score by IICD sh@mynother factors that influence it. Suggestionsfiibure
researchers: a) Using more samples, such as adirsssvho achieved the IICD's highest score from22@he
first ICD Award press release) to the latest sat tthe research provides more relevant and moreraec
results, b) Using intellectual capital disclosumams from researchers other than Bukh, et al (20a%)example
using Asean Corporate Governance Score Card betaisssessment items more and more complex, and ¢
Independent variables are used not only limitedht characteristics of the company, but also therpal
factors of the company that includes culture, gorent policy and economic conditions.
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