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Abstract: This study examined the interaction effect of firm size on the impact 
of the independent board, independent audit committee, institutional 
ownership and voluntary disclosure. The study also explored the direct impact 
on the association between firm size, independent board, independent audit 
committee, institutional ownership and voluntary disclosure. Data collected 
from the annual report of banking companies listed on the Indonesia Stock 
Exchange throughout the year of an observational study. Hypotheses 
developed are tested with the partial least square – structural equation 
modelling (PLS-SEM) methodology, and the results subsequently interpreted. 
The results of the study revealed a positive and significant relationship 
between the independent board, independent audit committee, institutional 
ownership and firm size on voluntary disclosure in the Indonesia Stock 
Exchange listed banking companies. It also found that firm size, as a 
moderating variable, affects institutional ownership on voluntary disclosure. 
The existence of an independent audit committee aims at increasing the rate 
of voluntary disclosure in companies. Similarly, the impact of institutional 
ownership on voluntary disclosure has a consequence on management 
performance and commitment to enhance complete disclosure of information 
to the general public and users of financial statements for informed decision 
making in large companies.  
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1. INTRODUCTION  
 
In the Asian continent, one of the causes of the crisis is the low-level implementation of 
corporate governance, and Indonesia as a country is not an exception. To remedy the 
potentials of such unwanted circumstances, Indonesia establishes a committee to manage 
the implementation of corporate governance and policy, the National Committee on 
Corporate Governance Policy (KNKCG), to formulate policy recommendations, initiate and 
monitor corporate governance improvements (Asian Development Bank, 2000).  
 Transparency is one of the corporate governance pillars. The company increases its 
transparency by disclosing valid and reliable information to the public and users of financial 
statements. Banking companies are expected to provide adequate voluntary disclosure to 
external parties. The voluntary disclosure expects to provide useful information to 
investors and creditors in creating a more stable investment environment (Belkaoui, 2004; 
Sihombing & Pangaribuan 2017). Voluntary disclosure as a mechanism can reduce 
information asymmetry between firm and investors (Akhtaruddin & Haron, 2010; Jiang et 
al., 2011). Voluntary disclosure reflects the transparency and accountability of 
management in performing a business operation (Akhtaruddin & Haron, 2010; Li et al., 
2012).  
 Conflicts arise when managers choose to disclose or not to disclose certain 
information. Such conflicts usually arise because of information that reaches the public. 
Thus, adequate disclosure of information reduces conflict between owners as the principal 
and managers as the agent (Al-Harun & Rouf, 2011). Not many companies in Indonesia 
announce their profits along with detailed voluntary information, most disclosure of the 
information is made on the classification of information that is common and concerns only 
about the background of the company (Wijantini, 2006). The manufacturing companies 
listed on Indonesia Stock Exchange achievement of voluntary disclosure is only at an 
average of 56 per cent. Based on the assessment of the Organization of Economic 
Cooperation and Development (OECD) score, the average value of disclosure criteria less 
than 60 per cent indicates that the level of voluntary disclosure is at a low position and not 
encouraging (Utama, 2012). 
 Some countries in Asia (including Indonesia) have a dual board system, which delves 
on two levels of supervision. They include the board of commissioners as supervisory and 
board of directors as the executive. In some countries outside of Asia, where the one-tier 
board system is in operation, there is only one executive supervision, which is the board 
of directors (Huang, 2010). In this study, a reference to the board represents “a board of 
commissioner”. Therefore, the independent board is an independent board of 
commissioners. 
 Voluntary disclosure of annual reports can be well managed if there is an oversight 
body established for the purpose as an integral part of corporate governance mechanisms. 
In the implementation of corporate governance, an instrument that is believed to have an 
essential role in oversight function is the existence of the board (Fama & Jensen, 1983). 
The International Financial Corporation Advisory Service in Indonesia (IFCASI, 2014) 
states that an independent board is a corporate supervisory organ that has no connection 
to the company except for supervisory functions. Independent board serves to monitor the 
financial reporting process and monitoring the transparency implementation through better 
disclosure of information to ensure the availability of clear and useful information (Forum 
for Corporate Governance in Indonesia, 2000). 
 An independent party is required for proper supervision. Based on the regulation set 
by the financial supervisory body in Indonesia, the independent audit committee is 
established to conduct oversight functions of an entity. The committee as an organ of 
transparency and accountability has no personal interest in the entity but work through the 
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responsibilities of management, shareholders, business relations or family relationships 
(Indonesia Financial Services Authority, POJK No. 55/POJK.04/2015). The Board is 
authorized to appoint and establish audit committees in assisting supervisory duties 
(Indonesia Financial Services Authority, POJK No. 33/POJK.04/2014). The audit 
committee also monitors the implementation of information disclosure mechanisms to 
improve the quality of information flows between owners and managers (Rouf, 2011).  
 Another factor expected to increase voluntary disclosure in an annual report is 
institutional ownership. Institutional ownership can reduce conflicts of interest between 
managers and shareholders through reducing opportunistic attitude of managers (Arouri 
et al., 2014). Institutional ownership has the power by providing incentives to motivate 
management to disclose reliable and relevant information to the users of financial reports 
(Mokhtari & Makerani, 2013). 
 Another point of concerns with disclosure is that there is a broader difference between 
small companies and the large companies about the best disclosure practices. The large 
companies tend to make a better voluntary disclosure because they have good news to 
deliver to the public (Kaya, 2014). Transparency through information disclosure can 
increase a company's readiness to compete regionally as well a globally. Voluntary 
disclosure is considered necessary for research because it can provide adequate 
information and is expected to support the achievement of sustainable economic growth. 
Based on the preceding paragraphs, the implementation of the financial services authority 
regulations concerning directors and the independent board of public companies 
(Indonesia Financial Services Authority, POJK No. 33/POJK.04/2014), and information 
and guidelines for the implementation of audit committee work (Indonesia Financial 
Services Authority, POJK No.55/POJK.04/2015), constitute an essential significant factor 
and motivation to conduct a more in-depth study about voluntary disclosure. This study is 
necessary and important as it discusses the interactive effect of firm size influencing the 
size of an independent board, independent audit committee, and institutional ownership 
on voluntary disclosure in the banking companies listed on the Indonesia Stock Exchange. 
 
2. LITERATURE REVIEW, THEORETICAL FRAMEWORKS AND HYPOTHESES 

DEVELOPMENT 
 
Corporate governance is a system that regulates and controls parties within the company 
that creates added value for all stakeholders. Corporate governance provides a balance 
between parties who possess the power and authority (Monks & Minow, 2011). As a guide, 
one of the characteristics to confirm that corporate governance has been appropriately 
applied is the existence of adequate disclosure of information, where information owned 
by management is relatively balanced when compared with information in the market. 
 The annual report is a medium for managers to disclose information to parties outside 
the company. Disclosure of company information consists of two types, namely: 
mandatory disclosure and voluntary disclosure. Mandatory disclosure is the minimum 
information that must be disclosed by management; such disclosures are by regulation to 
protect debtors, creditors and investors over money entrusted to the company. Voluntary 
disclosure is a disclosure beyond those required by law, accounting standards or 
regulatory requirements. Voluntary disclosure is aimed at further protecting outsiders of 
any money(s) entrusted to the company; such disclosure is believed to increase trust upon 
the company (Watson et al., 2002). 
 Companies are expected to provide adequate voluntary disclosure to the external 
parties. The willingness of management to make adequate voluntary disclosures may 
contribute to information obtained by prospective shareholders in assessing the quality of 
the company in the future before making a decision (Lundholm & Winkle, 2006). 
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Not many companies in Indonesia announce profits accompanied by voluntary information 
such as management's explanation of special events or prospectus information. Mostly, 
they just announced their earnings with mandatory information such as last year's 
earnings disclosures (Gregory at al., 2004). This is supported by a statement saying that 
voluntary disclosures performed by companies in Indonesia are still at a low level 
(Darmadi, 2013). 
 The information disclosed is beneficial for potential investors and creditors in making 
their investment decisions. Voluntary disclosure is a disclosure that is more than just 
required (Sanjaya & Young, 2012). Voluntary disclosure is regarded to fill up the 
information needed by stakeholders to reduce information asymmetries between 
companies and stakeholders (Jiang et al., 2011). Some companies refuse to perform 
voluntary disclosure because it is seen that competitors can benefit from information 
disclosed to the public. Extensive voluntary disclosure of information also seems likely to 
lead to high cost (Hendriksen & Breda, 2001; Beattie & Thomson, 2007). The Conceptual 
framework of the study is demonstrated in Figure 1. 
 

 
 

Figure 1. Conceptual framework 
 
2.1 Independent Board and Voluntary Disclosure 
 
The implementation of corporate governance regulates the existence of the board to 
reduce conflict of interest risk between investors and management by conducting 
supervision through firm regulations (IFCASI, 2014). The Board is responsible for ensuring 
the balance of management and shareholder interests, as well as monitoring the 
implementation of corporate governance through the performing of transparency 
principles about company information (Forum for Corporate Governance in Indonesia, 
2000). 
 Adequate voluntary disclosure in the annual report will be well established if there is 
an active oversight function that is one aspect of corporate governance mechanisms 
(Bhasin et al., 2012). An appropriate implementation of corporate governance can be 
carried out well when the company's operational oversight function runs well. There is 
often an agency conflict problem, namely between the owners and management. An 
instrument that is believed to have an essential role in oversight is the presence of the 
board. The existence of the board alone has not guaranteed the implementation of the 
principles of corporate governance, especially regarding the protection of investors. 
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Therefore, more specific new organs are independent board members. The existence of 
independent board members within the company could be likened to a presentative of the 
shareholders in overseeing the activities of the company (Allegrini & Grreco, 2013). 
 An independent board is a company organ that has no share, has no affiliation or 
business relationship with the company and is not a member of the company's 
management. Indonesia regulation stipulates that the number of board members must 
consist of at least two members and the composition of independent board members of 
an enterprise at least 30% of the total number of existing members (Indonesia Financial 
Services Authority, POJK No. 33/POJK.04/2014). The independent member does not 
come from a consulting agency or public accounting firm that serves the company 
(IFCASI, 2014). 
 Independent board functions to monitor and control the actions of directors because 
of their opportunistic behaviour (Jensen & Meckling, 1976). There is a significant positive 
correlation between the proportions of independent board members with voluntary 
disclosure (Chakroun, 2013). Another study suggests that independent boards affect 
voluntary disclosure (Nandi & Gosh, 2012). Prior literature to investigate the impact of 
board proportion on voluntary disclosure found that the proportion of independent board 
members had no significant impact on voluntary disclosure (Aboagye et al., 2012; 
Habbash et al., 2016). 
 
2.2 Independent Audit Committee and Voluntary Disclosure 
 
The regulation requires public companies to establish an audit committee. The audit 
committee established to enhance the oversight and accountability roles of the company's 
board. This Committee is a sub-committee of the executive board with responsibility for 
overseeing the quality and integrity of the accounting, financial reporting systems, internal 
control systems, and compliance with applicable regulations. The audit committee is 
established by the board to assist board duties by overseeing the financial reporting 
process that has a role to apply objectively to management, external auditors, 
shareholders, creditors and donors, and also to ensure that each party receives accurate 
information about the company (Indonesia Financial Services Authority No. 
55/POJK.04/2015). 
 Sarbanes-Oxley obliged public companies to form an independent audit committee. 
Furthermore, the Indonesian financial inspection body stipulates that the audit committee 
should be established by the board. The committee is in charge of assisting the board in 
monitoring and control. It is further stipulated that the number of audit committee members 
in the firm shall consist of at least three persons and 30% of its members must be 
independent members (Indonesia Financial services Authority, POJK No. 
55/POJK.04/2015). The audit committee is in charge to oversee the financial reporting 
process, establishing communication with external auditors, and ensuring that 
shareholders and creditors can receive financial information (Braiotta et al., 2010). 
 The regulation of financial services authority in Indonesia (POJK. 
No.55/POJK.04/2015) provides the terms of audit committee membership, which includes 
that the audit committee members should have high integrity, ability, knowledge, 
experience by their field of work, and able to communicate well. The person is required to 
understand the financial statement and understand the regulations in the field of the capital 
market and other relevant laws or regulations. The persons are also required to comply 
with the established code of conduct of the audit committee; he must be willing to improve 
competence through education and training continually. This Committee must consist of 
at least 1 (one) person with expertise in accounting or finance. The committee member 
also is not a person in the public accounting firm, legal consulting firm, public service 
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appraiser office or any other party providing insurance services, non-insurance services, 
appraisal services and / or other consulting services to the public company within the last 
6 (six) months, as well as other conditions that are deemed to be able to enhance 
corporate oversight (Indonesia Financial Services Authority, 2015). 
 Independent audit committee members can perform better in their oversight tasks, 
including in reviewing the information released by the management. The members 
undertake supervision to reduce the occurrence of errors and irregularities in financial 
statements (Rouf, 2011). The previous study has found that the presence of an 
independent audit committee has a significant impact on voluntary disclosure (Madi et al., 
2014; Gantyowati & Nugraheni, 2014). Another study has found that independent audit 
committee has a positive relationship with voluntary disclosure (Rouf, 2011). Based on 
research conducted by Al-Janadi et al. (2013), there was no significant relationship 
between the proportions of the independent audit committee with voluntary disclosure. In 
another study, it was mentioned that an increase in the members of the independent audit 
committee does not mean that the more experienced audit committee members become 
increased as well (Adhikary & Mitra, 2016), and there is no significant impact of 
independent audit committee on voluntary disclosure (Bedard & Gendron, 2010). 
 
2.3 Institutional Ownership and Voluntary Disclosure 
 
Entities or individuals who have shares of a particular company will have voting rights to 
take part in corporate decision making. Thus, ownership structures can affect how the 
company operates. Institutional ownership is the percentage of shares owned by an 
institution divided by the number of outstanding shares (Mokhtari & Makerani, 2013). 
Institutional investors are the best corporate overseers. They are professional investors 
and experts in evaluating the company's financial performance and financial information 
(Crane et al., 2016). The presence of an institution in share ownership can monitor and 
limit the behaviour of managers, influence the process of preparing financial statements 
and encourage management to present voluntary disclosures (Cornett et al., 2006). 
 Institutional ownership is regarded as one of the most effective corporate governance 
mechanisms. Institutions usually have a large percentage of shares in a particular 
company, so that through the ownership of such shares will provide a stable power to 
monitor disclosure practices (Al-Harun & Rouf, 2011). Such high power can provide control 
over opportunistic behaviour and profit manipulation performed by management (Mokhtari 
& Makerani, 2013). Institutional investors have better access to professionals within the 
company; the circumstance provides distinct advantages to monitor and control corporate 
policies (Crane et al., 2016). Several studies have revealed that there is a significant 
positive correlation between the percentage of institutional ownership and voluntary 
disclosure (Dulacha, 2007, Al-Harun & Rouf, 2011; Kangarlouei et al., 2013; Audra & 
White, 2015), while Azzam (2010) said that concentrated institutional ownership has no 
significant impact on information disclosure and stock return. 
 Institutional investors are believed to be able to monitor the management of the 
company better because the institution has a significant influence and can balance the 
interests of management and shareholders. Institutional investors commonly have 
exclusive access to professional parties; the existence of such professionals in the 
company can encourage management to perform better voluntary disclosure (Solomon, 
2010). 
 Based on research conducted on 138 companies in Turkey has shown that 
institutional ownership contributes to the development of a better corporate disclosure 
culture and increase transparency, leading to a lack of information asymmetry and 
reduced agency costs. The study revealed a significant positive relationship between the 
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percentage of institutional ownership and voluntary disclosure (Uyar et al., 2013). A similar 
case was also found in Kenya, which suggested a significant increase in institutional 
ownership may increase the extent of voluntary disclosure (Dulacha, 2007). 
 
2.4 Moderating Effect of Firm Size on Independent Board, Independent Audit 

Committee, Institutional Ownership and Voluntary Disclosure  
 
The large companies have the right resources to collect data, to analyze data and to 
oversee the board in managing the presentation of better financial statements. Large 
companies also have professional human resources in improving company performance 
(Botosan, 1997). The larger companies are often becoming the focus of society and 
government on wealth redistribution, taxes and institutional actions (Scaltrito, 2016). In 
this study, firm size is measured from the total assets of the company at the end of the 
accounting period (Alfraih & Almutawa, 2017). 
 Company size is also often related to the company's ability to disclose information. 
The large companies tend to disclose more information because the company's ability can 
bear a high cost, while the small ones think that voluntary disclosure can threaten 
themselves in their competition (Scaltrito, 2016). Large companies tend to provide 
incentives for corporate managers to disclose more information than small companies 
(Karim et al., 2013). Firm size can moderate so that disclosure can be strengthened or 
weakened in the research model, the bigger the company, the greater disclosure (Kaya, 
2014). 
 Based on the above theoretical descriptions, this study formulates the following 
research hypotheses for testing: 
H₁: The proportion of independent board member has a significant impact on voluntary 

disclosure. 
H₂: The proportion of independent audit committee member has a significant impact on 

voluntary disclosure. 
H₃: Institutional ownership has a significant impact on voluntary disclosure. 
H₄: Company size has a significant impact on voluntary disclosure. 
H5: Company size can moderate the impact of the proportion of independent board 

member on voluntary disclosure. 
H₆: Company size can moderate the impact of the proportion of independent audit 

committee member on voluntary disclosure. 
H7: Company size can moderate the impact of institutional ownership on voluntary 

disclosure. 
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Figure 2. Theoretical framework and Hypotheses of the Study 
 
The research framework in Figure 1 provides an overview of the research model built. This 
study places independent board, independent audit committee, institutional ownership and 
firm size as exogenous variables, a further more voluntary disclosure is placed as an 
endogenous variable. This study also performs firm size as a moderating variable in the 
model. 
 
3. METHODOLOGY 
 
This is a confirmatory explanation study, hypotheses developed and tested aims to 
determine the direct impact of exogenous variables on the endogenous variable conform 
to the research model built. The study also aims to examine the moderation effects of firm 
size on voluntary disclosure. The data used are secondary data, namely from the banks' 
annual report, the data obtained from the website of Indonesia Stock Exchange for 
banking companies throughout the year of 2014-2016. There are 43 banks listed on 
January 2017, it is also found that there are 4 new banks listing between 1 January 2014, 
and December 2016, thus the sample in this study are 39 banks representing all banking 
company in Indonesia, for 3 years of observation data, thus there are 117 sample data to 
be observed and processed. Hypotheses testing for direct and moderation effect is 
performed with a variance-based approach using smart PLS. 
 Independent board is measured by the proportion of independent board members in 
the bank that is from the number of independent board members divided by the total board 
members (Chakroun, 2013). The Independent audit committee is measured by the 
proportion of existing independent audit committee members that are from the total 
number of independent audit committee members divided by the total members of the 
audit committee (Al-Janadi et al., 2013). Institutional ownership is measured by the 
percentage of shares held by the institution that is the number of shares held by the 
institution divided by the total amount of outstanding shares (Chakroun & Matoussi, 2012). 
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Firm size is measured by the total assets of the firm in each observation period (Kaya, 
2014). To avoid the big difference range of numbers between the variable of the firm size 
with other variables in the study, before hypothesis testing is done, total assets in this 
research must first be converted with natural logarithm. 
 The calculation of voluntary disclosure scores is performed with the content analysis 
approach, that is, by allocating a score of 1 if the item is disclosed and a score of 0 if the 
item is not disclosed by the company. Furthermore, the total items disclosed by the 
company is divided by the maximum total of all disclosure items. Voluntary disclosure 
items were adopted from previous research (Hossain & Reaz, 2007; Bhasin et al., 2012), 
which has been adapted with the disclosure regulation in Indonesia, and hence, the 48 
items of disclosure used in this study. The voluntary disclosure variable consists of 8 
classifications. These are general corporate information, corporate strategy information, 
corporate governance information, financial performance information, risk management 
information, critical non-financial information, corporate social disclosure and other 
information. 
 
4. EMPIRICAL RESULT 
 
There are 43 banks listed on the Indonesia Stock Exchange, 4 of which are listed the 
issuance of shares after January 1, 2014, so that 39 banks constituted the research 
samples during the 3-year, in total, there are 117 research observation data. 
 
4.1 Descriptive Statistics 
 
Table 1 provides the research variable description data presented to determine the mean, 
minimum, maximum and standard deviation of research data. The average value of 
independent board members is 59%. The lowest and highest values of independent board 
proportions are 40% and 100%, respectively. These findings indicate that all banking 
companies in Indonesia have met the regulatory requirements of the Financial Services 
Authority, No. 33/POJK.04 / 2014, which requires a minimum of 30% of board members 
must be independent members.  
 

Table 1. Descriptive Statistics of the Study 
 Mean Minimum Maximum Standard 

Deviation 
Independent Board  0.59 0.40 1.00 0.10 
Independent Audit Committee  0.85 0.50 1.00 0.21 
Institutional Ownership 0.63 0.00 1.00 0.31 
Firm Size (in IDR million) 124,196,692 1,641,451 1,038,706,009 226,714,741 
Voluntary Disclosure 0.67 0.38 0.85 0.10 

 
It was also found that the average value of independent audit committee members was 
85%. The minimum value of the proportion of independent audit committee members was 
50%, while the maximum value was 100%. These findings indicate that all banking 
companies in Indonesia have met the requirements of the Financial Services Authority 
regulation, POJK no. 55/POJK.04 / 2015, which requires that members of the independent 
audit committee have a minimum of 30% of the total members of the audit committee. 
 Table 1 also shows that the average value of institutional ownership was 63%, with a 
minimum value of 0%, which means that there are no banking companies that do not have 
institutional investors. The data also shows that a bank is 100% owned by the institution. 
Improved institutional ownership is believed to improve supervision for the better, and to 
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reduce conflicts of interest between owners and agents (Arouri et al., 2014), to improve 
the quality of information disclosure (Mokhtari & Makerani, 2013). In the same table, it is 
also found that the average firm size value proxied by the total asset (in millions) is Rp 
124,196,692, the minimum value of Rp 1,641,451 and the maximum value is Rp 
1,038,706,009. The standard deviation value of firm size is Rp 226,714,740,560,869 
greater than the mean value, which means high data spreading occurs. 
 It was also found that the average voluntary disclosure score was 67%, with a 
minimum value of 38% and a maximum value of 85%. High voluntary disclosure of 
information demonstrates the fulfilment of management commitment to the delivery of 
publicly available information so that it is expected to improve management's confidence 
in making investment decisions. It should also be noted that the overall data on the 
variables of this research (except for firm size variables) has a reasonably good 
spreading/distribution of data, proving that the standard deviation value has a value 
smaller than the mean. 
 Table 2 describes the tendency that banking companies in Indonesia only reveal 
general information. Beattie and Thomson (2007) and Gregory et al. (2004) argue that 
efforts to disclose specific information are perceived to pose a threat to business market 
competition and contain high costs, while companies may not obtain direct benefits from 
such disclosures. Based on cost and potential threats to the company, it is likely that fewer 
banking companies disclose information about financial performance, corporate 
governance information and risk management information. 
 

Table 2. Descriptive of Voluntary Disclosure 
 Classification of Information Disclosed 
 General 

corporate 
Corporate 
strategy 

Corporate 
governance 

Financial 
performance 

Risk 
management 

Key non-
financial 

Corporate 
social 

Other 

Information 
disclosed 
(average) 

39 38 24 12 24 31 27 29 
 

Percentage 
disclosure 

100 97.44 61.54 30.77 61.54 79.49 69.23 74.36 

 
 
4.2 Hypotheses Testing 
 
The correlations test result, as presented in Table 3, revealed a weak and negative 
relationship between independent board with voluntary disclosure. Thus, an increase in 
independent board followed by a lower level of voluntary disclosure can reduce the 
disclosure cost and the risk of competition caused by disclosure. It has also been found 
that there was a moderate and positive correlation between the independent audit 
committee and voluntary disclosure, indicating that the more significant proportion of 
independent audit committee will be able to perform their functions better in order to 
motivate management to perform higher disclosure.  
 It has also been found that there was a low and positive correlation between 
institutional ownership and voluntary disclosure, the increasing institutional ownership will 
exercise good oversight (by institution investors), including for higher disclosure of 
information performed by management. The finding of the correlations also indicated there 
was a moderate and positive correlation of firm size and voluntary disclosure, the larger 
firm size, the higher level of voluntary disclosure being performed because larger firms 
have more resources in doing so. 
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Table 3. Correlations Result  
Ind. 
Board 

Ind. Aud. 
Comm. 

Inst. 
Owns. Firm Size Vol. 

Disclosure R- square  

Ind. Board 1.000 -0.085 -0.257 -0.298 -0.236  
Ind. Aud. Comm. -0.085 1.000 0.057 0.235 0.534  
Inst. Owns. -0.257 0.057 1.000 0.012 0.187  
Firm Size -0.298 0.235 0.012 1.000 0.634  
Vol. Disclosure -0.236 0.534 0.187 0.634 1.000 0.606 

 
This research is conducted at the level of α = 5%, based on the rule of thumb inner test 
model, then the results are significant if t statistics > 1.96. The research model is path 
analysis. There are seven hypotheses formulated and to be tested with a variance based 
analysis approach, using PLS-SEM (i.e., Smart PLS) to process the data. The results of 
testing the direct effects between variables can be found in Figure 3, which is summarized 
in Table 4. 
 
 

 
 

Figure 3. Structural Model Bootstrapping Results 
 
The first finding test, the impact of the independent board on voluntary disclosure indicate 
that the t statistics is 0.304, which means that the independent board have no significant 
impact on voluntary disclosure. The value of the path coefficient of -0.020 indicates that 
increasing independent board members can decrease the level of voluntary disclosure. 
Existing boards lack in motivating management to make high voluntary disclosures with 
high disclosure considerations may pose a threat to business competition and may 
increase disclosure costs. The test results show that hypothesis H1 is rejected, which 
demonstrates that the independent board has no significant impact on the increase of 
voluntary disclosure. These findings are in line with previous studies which state that the 
board has no significant impact on voluntary disclosure (Aboagye et al., 2012; Habbash 
et al., 2016). 
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The other result of hypothesis testing on the impact of an independent audit committee on 
voluntary disclosure recorded the path coefficient value of 0.425 with t- statistics of 5.620. 
This finding indicates that hypothesis H2 is supported and accepted. An increase in the 
proportion of independent audit committee member significantly increases voluntary 
disclosure. The audit committees are responsible for supervising the financial reporting 
process, which includes striving for a better disclosure level to perform their function 
adequately. Similarly, the result of this study indicates the importance of establishing a fair 
proportion of independent audit committee members in Indonesia banking companies so 
that the level of information disclosure can meet the needs of stakeholders. The result of 
this study is in line with previous studies which state that the independent audit committee 
has a significant impact on voluntary disclosure (Rouf, 2011; Madi et al., 2014; Gantyowati 
& Nugraheni, 2014). 
 

Table 4. Results of Hypotheses Testing 
Hypotheses 
 

Path 
Coefficient t statistics Decision 

Independent Board à Voluntary Disclosure -0.020 0.304 Not 
Supported 

Independent Audit Committee à Voluntary 
Disclosure 

 0.425 5.620 Supported 

Institutional Ownership à Voluntary 
Disclosure 

0.150 2.429 Supported 

Firm Size à Voluntary Disclosure 0.508 6.557 Supported 
Independent Board à Voluntary Disclosure 
(moderated by firm size) 

-0.103 
 

1.305 
 

Not 
Supported 

Independent Audit Committee à Voluntary 
Disclosure (moderated by firm size) 

0.064 0.748 Not 
Supported 

Institutional Ownership à Voluntary 
Disclosure (moderated by firm size) 

-0.127 1.974 Supported 

 
Institutional ownership has a significant impact on voluntary disclosure with a path 
coefficient value of 0.150 and t-statistics of 2.429. Thus, the findings support hypothesis 
H3 of the study. A positive coefficient value indicates that the increasing institutional 
ownership coincides with the direction and movement of the increase with voluntary 
disclosure. The results of this study are in line with previous research, which states that 
the higher the percentage of shares held by institutional shareholders, the higher the level 
of voluntary disclosure. The institutional shareholders are professional investors and have 
a strong influence to be more capable in directing management to perform higher voluntary 
disclosures (Al-Harun & Rouf, 2011; Audra & White, 2015).  
 The other result of this study has reinforced prior findings that the firm size can 
significantly impact voluntary disclosure in a banking company in Indonesia. The results 
reflect by a path coefficient value of 0.508, which means that larger companies will perform 
better voluntary disclosures compared to smaller ones. The t-statistics value of 6.557 
reveals the existence of a significant impact of firm size on the level of voluntary disclosure, 
and hence, hypothesis H4 of the current study is supported and accepted. This study aligns 
with previous findings that suggest a significant trend for larger companies to disclose 
more information to the public, as larger firms have the better capability in disclosing 
information and have more good news to pass on to public (Scaltrito, 2016; Karim et al., 
2013). 
 The result of the moderation effect test is demonstrated in Table 4, which corresponds 
to Figure 3. The first moderator test result shown that the path coefficient value is -0.103 
and the t-statistics value is 1.305 (i.e., 1.305 < 1.96), which means that the firm size cannot 
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moderate the influence of the proportion of independent board towards voluntary 
disclosure, which indicates the rejection of hypothesis H5 of the study. Similarly, the results 
of the path coefficient value of 0.064 and the t-statistics value of 0.748 (i.e., 0.748 <1.96) 
reveal that the firm size cannot moderate the proportion of the independent audit 
committee on voluntary disclosure. Hence, an indication of the rejection of hypothesis Hs. 
Furthermore, the result of the third moderation testing of the path coefficient value of -
0.127 and t-statistics value of 1.974 (1.974 >1.960) demonstrates firm size significantly 
moderated the influence of institutional ownership towards voluntary disclosure. Hence, 
hypothesis H7 of the study is supported and accepted. This study showed that firm size 
could be a determinant variable in strengthening the impact of institutional ownership 
towards voluntary disclosure in the Indonesian banking companies.  
   
5. CONCLUSION  
 
This study has shown that an independent board has no significant impact on voluntary 
disclosure. This is because independent board members assume voluntary disclosure can 
benefit competitors, pose a high level of competition and will incur additional costs for high 
disclosure to be attained and maintained. Such considerations may discourage the 
management from making a high voluntary disclosure, given the risk of misuse of 
disclosed information and costs incurred. Also, the study indicates that a more in-depth 
study of independent board factor cannot significantly affect the level of voluntary 
disclosure in the banking companies of Indonesia. 
 Monitoring efforts to allow a higher level of voluntary disclosure can be made by 
increasing the independent audit committee. For example, the proportion of independent 
audit committee members can significantly affect the level of voluntary disclosure. A 
substantial independent committee member of the committee will be able to determine the 
direction for a better reporting, and the level of public disclosure will significantly affect the 
increased voluntary disclosure information available. It is necessary to maintain a good 
proportion of independent audit committee members in order to make the disclosure level 
more adequate to allow the stakeholders to obtain sufficient information in their decision-
making.  
 This study also found that at a higher percentage of shares held by institutions is 
significant and more likely to increase voluntary disclosures performed by management. 
Institutional investors can monitor and influence the behaviour of managers to disclose 
more information to the public. In essence, institutional ownership can significantly 
influence voluntary disclosure. The other good news from the results of this study indicated 
that the larger firm size would significantly do ensure greater voluntary disclosure, which 
suggests a better commitment for larger companies to disclose full valid and reliable 
information to the public. The size of a banking firm can be decisive in strengthening or 
weakening the influence of institutional ownership on voluntary disclosure.  
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