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Abstract

The purpose of this study is to investigate whether the extent of company disclasure in Inda-
nesia are affected by the internal factors and external factar. Many previous studies refated
to disclosure conducted in Indonesia only focused to the internal factars, e.g. total assel
and ownership structure (blockhalder). Unlike previous studies, we address the impact of
competition as an external factor to company disclosure fevel. Furthermare, this study uses
Botosan Index and Herfindah! Index (H1) as a proxy for the extent of disciosure and compeli-
tion. The result shows that tolal asset, blockholder and competition has a positive influence
an company disclosure fevel
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BACKGROUND

The Agency Theory implies there is asymmetric information’ between management
as the agent and the principal (owner). According to Jensen and Meckiing (1976), agency
problem occurred when the manager hide some information to the principal and divert the
company asset 1o maximize their utility. As consequences, the agency problem can have a
detrimental effect on shareholder value. Lang and Lundholm (1996) state a company can
minimize asymmetric infarmation between manager and shareholder by increasing a company
disclosure. The company disclosure can be improved by providing not simply mandatory
information (mandate disclosure) but additional information (voluntary disclosure) as well.

The advantages of higher disclosure are ; 1) Higher disclosure reduced the cost of
equity (Botosan (1997); Tjakradinata (2000); Sitanggang (2002); Adhariani{2004); and Budiartl
(2007)); 2) Sengupta (1998) found that higher disclosure reduced the cost of debt. Higher
disclosure improves the lender perception related to default risk of the company. Furthermore,
the credit analysts will have more informed company strategy and their ability to repay debi.

1 According to Scott (2000), there are two types of asymmetnc imformation: adverse selection and moral
hazard. The adverse selection refers to the willingness of the investor who has less information to buy the
company stack merely with the lower price to compensate the agency problem caused by the manager in the
future. Maral hazard problem ocourmed when the manager act inappropriately 10 the pringipal whom has less
information and cannot perfecily monitor the manager.
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spme studies show that large shareholder (blockholders) has a positive relationship
with company disclosure (Healy, Hutton and Palepu (1999); Jiambalvo, Rajgopal and Mitch-
ell, Chia and Loh (1995); Aitken, Hooper and Pickering (1997)), The blockholderd? control
the company decision making included the decision related to the company disclosure. The
blockholders have a greater willingness to discipline poorly performing management and mare
incentive to intervene and exercise 'voice’ (Mayer (1997), Schmalensee and Willig (1989);
and Tirole (1990)).

The other studies find that value of total asset has 2 positive refationship with the
extent of company disclosure. Chow and Wong-Boren (1987); King, Pownal and Waymire
(1990); Bradbury (1991); Bradburyy (1 992); McKinnon and Dalimunthe {1993); and Berger
and Hann {2002)). Bradbury (1991) state the bigger value of total asset but not followed
proportionally by a higher disclosure will suffer a greater potential loss relatively than a small
assel. Consequently, the shareholders tend 1o increase monitoring and implementation of high
disclosure policy. Furthermore, Singhvi (1971) state that the company which has a bigger value
of asset necessarily implement a high disclosure policy because the easier access flexibility
to the financing and to increasing the stock liquidity.

The previous study shows the influence of bokholders and total asset to the extent of
company disclosure. On the other hand, Bilson. Smith and Whaley (2006) stress the influence
of compelition as an external factor to the extent of company disclosure. There is a trade-
off to Implement a higher disclosure. In the industry with highly competitive environment,
providing more voluntary disclosure on company annual report would have maore advantage.
Its voluntary disclosure should give more information about business strategy and their
competitive advantage to the investor. Investor's positive perception on company stock would
be beneficial to the existing stoeckholder Verrecchia (2001) explain that in the industry with
Mghly competitive environment. the potential loss caused by the new entrants and existing
competitor relatively lower than the industry with low competitive environment, For a company
that operated in low competitive environment . a voluntary disclosure on annual report resuit
more disadvantage than a potential loss caused by the increasing competition from new en-
trants and existing competitors (Darrough and Stoughton (1990}; Dye (2001); and Verrecchia
(2001)). Furthermore, Dye (2001) state that in the industry with low competitive environment,
increasing level of company disclosure would cause a potential loss of company cash flow
because the competitor reduced the company market share. Therefore, the empirical study
shows that competition as an external factor affects a company disclosure level,

Based on previous studies, we can summarize that both of total asset and ownership
structure as internal factors and competition as external factor has a positive Influence on
company disclosure level, Eventhough, many previous studies related to disclosure conducted
in Indonesia only focused to the internal factors, e.g. total asset and ownership structure like
blokhalders (Tjakradinata, 2000; Sitanggang, 2002: Adhariani, 2004: dan Budiarti, 2007). Un-
like previous studies, we address the impact of competition as an external factor to company
disclosure level, Therefore, the objective of this study is to investigate the influence of large

2 Beside percentage of ownership large (block) hickder, Singhwi (18713 uses the other prowy for ownership by
using the number of sharehoider
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shareholder, total asset and competition to disclosure level on publicly listed company on
Indanesia Stock Exchange, We include sample simply manufaciure due to these companies
tend to disclose more items compared to non-manufacture companies (Lincoln and Kalleberg
(1990); Cooke (1989}, Choi and Hiramatshu (1987); and Stanga (1976))

The remainder of this paper is organized as follows, The second seclion provides
literature review and hypothesis development. The third section describes research methodol-
ogy meanwhile the fourth section explains results. The final section provides conclusion and
implication

HYPOTHESIS DEVELOPMENT

Healy, Hutton and Palepu (1999); Jiambalvo, Rajgopal and Mitchell, Chia and Loh
(1995); Aitken, Hooper and Pickering (1997) show that institutional awnership is positively
correlated with company disclosure [evel. Their studies find that institutional ownership plays
an active role in the monitoring and control of the firm. As a result, they assure that manage-
ment action align with the sharehaolders’ objective.

Mayer (1997, Schmalensee and Willig (1989); and Tircle (1990) state that institutional
ownership is able to enforce management to increase the voluntary disclosure and finally
reduce the information asymmetry between management and shareholders. The institutional
ownership with a greater ownership concentration and higher voting right exert their control
over management by using as an example: reward decision (1.e., giving mare incentive or
bonus to management) or punishment (i.e., to fire and replace the management or no-bonus
to management). This finding Is affirmed by Michell, Chia dan Loh (1985) dan Aitken, Hooper
dan Pickering (1997) as well. They contend that higher dispersed ownership structure is as-
sociated with lower level of company disclosure,

Birt, Bilson, Smith and Whaley (2006) conclude that large shareholder (e.g. block-
nolder) exert a cantrol to company decision including disclosure palicy. Birt, Bilson, Smith and
Whaley (2006} also argue that blockholder would motivate company to increase disclosure
in order to mitigate not only interest between shareholder and management but also among
sharehoider. This study finds a positive refationship between ownership concentration and
disclosure level. Therefore. the first hypathesis is:

H1: Ownership by large shareholder is positively correlated with company disclosure feve!

Beside ownership structure, company with larger of total asset tends to increase their
disclosure level. A company with a large of total asset will maintain their asset in order to not
to decrease or even loss due to improper policy or management frauds. Bradbury (1991)
argues that a company with large of total asset but does not implement high disclosure level
will suffer more potential loss than a company with small of fotal asset. Furthermore, Foster
(1986); McKinnon and Dalimunthe (1993): Bradbury (1992); and Berger and Hann (2002)
explain that company with larger of total asset will implement high disclosure policy to mitigate
the agency problem between management and sharehalders.

Singvhi (1971) argues that company with larger of total asset will implement fign
disclosure policy because the advantage of easier access to get external financing and in-
creasing the stock liquidity. Meanwhile, Sengupta (1998) explain that a company with larger
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of tofal asset tend to disclose more because the information about company asset is a "good
news: to investor. A larger of total asset will show that a company has a good reputation and
ability to repay their loan or credit. As a result, the creditor will charge a lower cost of debt.

The positive impact of total asset to company disclosure is supported by Birt, Bilson,
Smith dan Whaley (2006) as well. Buzby (1975) also assert that a company with larger of total
asset will has sufficient resources-and an information system to help company in collecting
and providing information. Based on previous study, the second hypothesis is:

H 2- Total value of asset has a positive relationship with campany disclosure level

Dye (20071) argues that if the company disclosure is not mandatory, company only
provide favorable information to the stakeholders, Company will not disclose unfavorable
information that seems disadvantage to the company. The cost occurred due to disclose
unfavorable information is called a proprietary cost (Verrecchia (2001)). A proprietary cast is
a trade-off between incentive and disincentive in consequence of the company implements
high disclosure palicy. The incentive is to increase the stock price meanwhile the disincentive
Is a loss of market share (Verrecchia (2001))

Verrecchia (2001) investigates the role of proprietary cost in order to explain why
company act reluctantly to disclose additional information (voluntary disclosure). Verrecchia
(2001) argues that companies operate in a low-competitive environment has disincentive to
reveal voluntary disclosure. They assume that the voluntary disclosure will disclose too much
information 1o their competitor and reduce their market share. Conversely, companies that
operate in a highly competitive environment will have a greater incentive to disclose because
the potential loss of market share is relatively lower than low competitive environment. By
releasing additional information could be beneficial to the company because it could reduce
asymmetric information between management and the shareholders (Hayes & Lundholm
{1996); Harns (1998); Botosan and Stanford (2005), Harris (1998)). Therefore, we state the
third hypothesis is

H3: The competition is positively correlated with company disclosure levef

RESEARCH METHOD
Variable Measurement

In measuring a company disclosure level, it is commonly used a scoring or index
that can be calculated based on disclosure items on a company annual report. In US and
European countries there is a rating for disclosure level which is published by Assaciation for
Investment Management and Research (AIMR). This rating can be a reference to investor to
measure a disclosure level of listed companies,

In addition to rating released by AIMR, a several studies like Cerf (1961); Mautz and
May (1978); Fith (1979); Nair and Frank (1980); Lee and Twedie (1981); Gray, Sweeney and
Shaw (1984); Gray and Robertsan {1989); and Cooke (1988, 1992) introduce several index
as an alternative of company disclosure measurement. A disclosure index can be used 10
measure how compliance {obedient) a company to government or stock exchange regulation,
This index should be as an indicator of mandatory disclosure and/or voluntary disclosure, It
s counted based on the explanations on company annual report regarding company financial
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status and its performance. All of information must be revealed, in gualitative or quantitative,
in order to help stakeholders in a decision making (Siegel and Shim (1994)).

Cerf (1961) uses a disclosure index that consist several disclosure items. These items
are constructed after studying on investment decision-making process, by exploring how the
decisions are made by conducting some interview with security analysts and doing some
tests on reports produced by analysts. Another study, Cooke (1992) uses 165 disclosure
items included mandatory and voluntary disclosure items. His research constitutes further
evidence on Shingvi and Desai (1971) empirical research.

Botosan (1997) use disclosure quality by using an index that is calculated based on
information provided in annual report®. Botosan (1997) explains that annual report can be used
to measure quality of disclosure. Lang and Lundholm (1993} in Botosan (1997) state there
is a positive relationship between annual report and other company publications (a coefficient
is 0.62) and between annual report and investor relation disclosure rating (a coefficient is
0.41). Botasan (1997) mentions that disclosure on company annual report could be a good
proxy of company disclosure.

Botosan (1997) state that disclosure index are classified into the foliowing five cat-
egories : background information, summary of historical, key non-financial statistics, projected
information and management discussion and analysis. Each main segment has total score
that is measured by using several disclosure items. Each disclosure iterm has maxirmum SCore.
The score depends on variant information provided in annual report, In measuring each item,
Botosan (1997) provides the list of disclosure iterns with explanation and guidance (anchor)
to define the score. It is useful to minimize subjectivity in delining the score.

In contrast to US and Europe, Indonesian has no institution that provides disclosure
index such as Association for Investment Management and Research {(AIMB). Furthermorg,
most of studies related to measure disclosure level in Indonesia use Botosan Index (Tjakra-
dinata (2000); Adhariani (2004); and Budiarti (2007}). As mentioned above, Botosan index
could minimize subjectivity in measuring company disclosure.

in measuring disclosure level, it is required to understand the style and format of
annual report of listed companies. In Indonesia, Badan Pengawas Pasar Modal (Bapepam)
and Lembaga Keuangan as a requlator to monitor stock exchange in Indonesia has released
a decree No: KEP-134/BL/2006 Requlation No X.K.6 that state there is obligation for publicly
listed companies to publish an annual report. The decree also provides a guidance of the style
and content of annual report that is mandatory to be informed to the public. According to
that decree, companies have to verify significant changes compared to the last annual report
{called as a management discussion and analysis). _

The decree also provides the style and format of annual report in general which is
consist of important financial summary, commissioner's report,’ Board of Director (BOD)
report, company profile, management discussion and analysis, good corporate governance,
responsibility of BOD on annual report, and audited report. Specifically on management dis-

3 The company can also provide a quarter and semester report, corporate actions, and another published
information directly to the mass media.

4 ndonesian companies generally apply @ two-ter approach of corporate governance which is the centrol of
managing directors lies.in the hand of a separate supervisory board,

THE [NFLUERCE OF OWHERSHIR T1AL ASSET AND COMPLTTIION ON FINARLTA QISCLOSURE O3 123
MANUIFACTURING COMIWNIFS ©ISTED TN INDONLS1A STOCK FRCHANGE

Cynthia dfian: Lfama’
thomas D, Sismaniore




Cussion and analysis, a company has to explain the following information, i.e : operational
review on each segment of business, financial performance analysis, management discussion
and analysis on business condition, significant changes, impact to the company, prospect
and achievement and also explanation about accounting policy that is used. The company can
give acditional information (voluntary disclosure) as well such as information about company
strenath {or other ‘good news') which can be beneficial to the company. Measuring of a com-
pany disclosure level can be performed by determining and evaluating the disclosure items
that are given in annual report {which has to comply with the regulation standard).

- Inthis study, the value of disclosure is calculated based on the list of disclosure items
and weighted according to weighted item based on study by Botosan (1997). The formula of
total disclosure value is given below:

TSCORE, =) SCORE,

Disclosure total (TSCORE) is total seare for company j in category / to all category
(category 110 5). This score then will be divided by maximum score of disclosure level:

2 TS ORE,
1 max(TSCORE)

Ownership structure is proxied by average percentage of large shareholder (block
nolder). Large shareholder is defined as shareholder who own more than 5% of outstanding
shares. The higher percentage of large shareholders shows more concentrated ownership.

The competition level reflects the competition among companies which belong in the
same industry classification (SICY. To measure the competition level, we use Herfindah! Index
(HI)*. The value of competition is 1 minus Herfindahl Index (1-H1) and has a range between
0 until 1. If the value close to zero, it means that the competition is low meanwhile the value
close 10 one means the competition is high. To calculate HI for each industry based on SIC,
the study used the formula:

DISC =

i

HI, =3 q% ,.

i+ L

Frq is @ revenue of company / in industry /, f1,1s @ number of companies in industry
£

3 The other proxy for compefition is Goncentration Ratio {CR). It is called CR-4 or CR-8 which refiect the
number of four or eight mean the number of biggest companies (Leuz {1993) and Harris (1998). This proxy
15 not used in this study due to not all industries have at least four public listed companies. This study uses
Herfindahl Index because this index is commuonly used in other research and also by US-Department of Justice
to investoate Iraud of antitrust (Birt, Bilson, Smith and Walley (2006)). Besides Helfindahl Index is also well
known Herfindahl-Hirschman Index (HHI) that has the same value with Herfindahl Index {H1} multiply by
10G00. HHI has value 0 to 10000, If the value closes to 0. it shown periect competition meanwhile if the value
tloses to 10000 means the market or industry is monopaly.
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R =3 Rif
i=|
R, is the revenue fofal of all companies in industry /.

Sample

To be included in the final sample, the observation has to meet the following criteria: 1)
The companies are manufacturing companies that publicly listed in Indonesia Stock Exchange,
and 2) The company has an annual repart in 2008. Furthermore, this study uses Standard
Industry Code (SIC) to determine industry classification. This information is obtained from
OSIRIS data base per April 1, 2008. On the other hand, we use one year annual reporl {o
measure company disclosure with the assumption that the format of annual report is constant
over time and hence the annual report is a good proxy of overall company disclosure as well
(Botosan, 1997),

Empirical Mode!

We employs Ordinary Least Squares Regression as shown below to investigate the
influence of large shareholder, competition and total asset to disclosure level.
DSCORE = fo + P1HO+ P2*C+I*TA +28  iiviiiisiiieninens 1)
where

0 Intercept

(b~ Large shareholder is defined as shareholder who own more than 5% of

outstanding shares

C Competition

A log{Total Aset)

E = Brror

EMPIRICAL RESULT
The Result of Sample Selection
The result of sample selection is shown in table below:

Table 1
summary of Sample Selection Procedure
Tolal
Sam i
peliaa Company SIC
Number of companies in manutacturing industries based on SIC (07 74
(from DSIRIS)
Number of companies that is not reported 2006 annual report or f |
the data is not available
_Number of selected samples 101 23
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Deseripitve Statistic

The descriptive statistic on Table 2 shows that the distribution of average
company disclosure level is 0.562408, meaning that companies disclose 56% disclo-
sure iiems of Botosan Index. Based on average disclasure level result, 46 out of 101
companies have above average value. This result shows that the transparency level
of manufacturing companies on Indonesia Stock Exchange is relatively lower. Further-
more, there is wide variation of disclosure level among manufacturing companies, i.e.
between 0.228 and 0.9764. The relatively same result is shown by industry disclosure
level as well on Table 3. The average value of industry disclosure level on Table 3 is
54.6, %, meaning that12 out of 23 industries has below average value.

The competition level in the industries (denoted by C and measured by using
Herfindahl Index (1-H)) shows the average of competition in industry is 0.582. There
are 12 industries with value below mean HI industries. The lowest value is industry
with SIC 262 (paper mills) with HI value 0.0043. Meanwhile the maximum HI value
is industry with SIC 335 (rolling, drawing and extruding of nonferrous metals) with
value 0.08316.

As shown in Table 4, the industry with SIC 324 (Cement, Hydraulic) has the
nighest disciosure fevel (0.7614). This industry has the average of large shareholder
ownership (56.07 %) and the average of total asset {9.9021) which is higher com-
pared o value of average farge shareholder ownership (38.24%) and average of total
asset (8.655) of all industries. Furthermore, the average value of competition for
this industry (0.6155) is higher compared to average value of competition for all the
industries (0.5196).

lable 2
Descriptive Statistic of Data Distribution for the Companies in 2006
N Ranpea Minimum Maximum - Mean Defigli;url Variance
Disc 101 7481 2283 9764 562408 1478891 022
Th 101 h.0937 0.2434 10:3371 A.651523 Aoiea4 808
C 101 A273 0043 8316 G827 2006320 44
G 10 2] 09 1.00 e 25260 064
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Table 3
Descriptive Statistic on Distribution Data for Industries in 2006

N Range Minimum Mamum Mean Dﬂﬁ:;jm . Varance
DIsc 2 4307 a3o7 J614 546826 985750 o
0 23 B85 A8 23 3824 18259 033
T 23 28500 7.0521 40021 B.65524H BIGIE0E A0S
c 23 B273 no43 A316 518600 2 176460 047

On the other hand, the industry with SIC 313 (steel works, blast furnaces and rolling
and finishing) has the lowest disclosure level. This industry has the average ownership of large
shareholder (25.9%) which is refatively lower than the average ownership of large shareholder
in all industries (38.24%). The total asset of this industry is 7.9741 and the competition s
(0.4297 that are relatively lower that the average of total asset (B.655) and competition (0.5196)
of all industries

Tahle 4
_Data Distribution of the Industries in 2006

SiC Ave-raye of Dise  Average of 0 %) ) Average of TA i{wémge of € _ Camuame.ﬁ‘]'m.?.f__

204 0.6689 42.30 9.0411 06036 1
208 6315 BT 87034 o607 4
205 0.4472 27.66 8.7748 0. 1308 5
21 0.5433 5427 o 7421 0.5072 J
228 0.6065 35.93 7.8931 0,5749 6
229 0.5870 26,86 88506 g. 7832 7
232 0.6378 18,16 2.9626 04305 2
243 0.6000 20.30 8.8146 06773 4
B2 04725 G104 78343 00043 2
267 0.5514 1857 9.2034 0.6489 3
283 06424 60.09 87140 07165 g
284 4843 .77 BAT03 81735 4
289 08121 3032  SB0Y paas g
301 0.4882 30.13 9.2254 0.3667 3
308 0.5173 30.38 8.3347 67712 9
314 0.4370 3248 8.2989 05489 b
324 07674 86.07 40021 (5155 3
325 0.5459 20.24 9.0305 0.3269 3
331 0.3307 25.99 7.9741 0.4297 2
335 0.6308 2087 &8.7574 08316 I
341 0.4016 2375 8.0897 0.3578 2
349 04757 L T 70521 04579 )
371  0.6040 82 68 & 9501  0.6899 4
_____ Tl [P BERCE r.-r' D'W-NLI-‘-'!SHID‘_ TOTAL ;L'-.!.L'I AT TR 5'|_'|'|3_h= ; ¥ I.‘\.'-'\H:_'Iﬂ._l’:-l":'\;.'.rlli'.iPL C'; 1 z? 1
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Based on result of descriptive stalistics above, we conclude that disclosure level
tend to increase along with ownership of large shareholder, total asset and competition level.

Analysis of Carrelation among Variables
The result of correlation test shows that consistent with expectation, coefficient of
total asset and competition correlate positively with disclosure level at significant level 1 %

meanwhile coefficient of large shareholders ownership correlate positively with disclosure
level at significant level 5 %,

Table &
The Pearson Carrelation Test among Variables
Garrelations
- Disc a] ™ =3
Pearson Correfatle. | Dige T 200 260 vl
] 200 1.000 4 a7
TA 260 044 e 11
o 2oz 7 10 000
g (aadedy | Oeo 023 ooa ooz
o 023 331 A
TA (nla k] A A7
£ ooz a7 158
0] S o ) o1 T I T T w1
il 101 10 101 1014
T4 107 101 101 10
& 101 101 101 161

Regression Analysis

Analysis of regressions conducted after validity check that assumption of OLS regres-
sion is fulfilled. As shown table 6 this model has R 30%, meaning that the internal factors
(ownership of large shareholder and total asset) and the external factor (competition) can
explain 30 % variation of company disclosure level,

Table 6
Madel Summary®

Adjusted Std. Errar of
Muodel R A Gnuare R Square the Estimate

! 24%a 302 280 154587

a. Predistors : (Constant), TA, 0, C
b. Dependent Variable : Disc
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Coefficients®
Unstandardized Standardized

Coefficients Coefiicients 95% Confidence Interval Tar B

Model B 51d. Error Beta 1 Sig.  Lover Bound  Upper Bound
1 (Constant) nan 135 B70 515 - 173 459
i} 10 054 188 2033 45 1]§K] 217

[A, [ay 15 225 2422 w7 oy 6!
C 180 N5 P68 2891 o0s 059 3|

a. Depent Variable; Disc

The coefficient of ownership structure is 0.110 and significant level at 5 %. So. this
study finds that there is positive relationship between ownership of targe shareholder and
company disclosure. This finding support that the large shareholder with a greater ownership
concentration will enforce management to implement high disclosure policy in order 10 assured
management act in the best interest of shareholder.

This study finds the coefficient value of total asset is positive (2.422) and significant
atthe 5 % level (p-value = 0.017). Therefore, it proves that the larger total asset will enforce
the company to increase their disclosure level. This finding supports the argument that: 1)
potential loss caused by agency problem is higher for company with larger total asset (Foster
(1986); McKinnon and Dalimunthe (1993); Bradbury (1992); and Berger and Hann (2002));
2) increasing transparency of larger total asset will show company’s good reputation. Fur-
thermore, company will get easier access to external financing (Sengupta, 1998).

The coefficient of competition is positive (2.891) and significant at the 1 % level
{0.005). It shows higher competition encourages the company to increase their disclosure.
This finding supports the argument that companies in a highly competitive environment will
have a greater incentive to disclose because the potential loss of market share is relatively
lower than low competitive environment. By releasing additional information could be beneficial
to the company because it could reduce asymmetric information between management and
the shareholders (Hayes and Lundholm {1996); Harris {1998}, Botosan and Stanford (2003),
Harris (1998); Botosan and Stanford (2005)).

CONCLUSION AND IMPLICATION

This study shows that disclosure level of public listed companies on Indonesia
Stock Exchange are affected by: 1) internal factors: i.e., ownership of large shareholder and
total asset; 2) external factor, i.e. competition. Using Botosan Index as a proxy of company
disclosure and Herfindahl Index as a proxy of competition, the result shows that ownership
of large shareholders, total asset, and competition has a positive influence on company
disclosure.® The implication of this study is the government should play an active role o
encourage favorabie business competition go the high competition can mativate companies

& However, the ownership of large shareholders could raise agency problem between fnge sharehalders {majanty
shareholders) versus minonty sharehoiders,
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to implenent high disclosure. Furthermore, regulator on stock exchange (Bapepam & LK)
and Indonesia Stock Exchange should improve the mechanism to increase disclosure level of
public listed companies in Indonesia in order 1o create better fairness business environment
and risk-protection for investars.
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